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The increasing division between groups of holders of 
Argentina’s bonds threatens to further complicate an 
already hard-to-balance negotiation conditioned by a 

“priority creditor” such as the International Monetary Fund 
(IMF), according to three sources familiar with the matter. 

Bondholders are finding it difficult to form a common front, the 
first source said. Holders of Argentine sovereign bonds issued 
during the 2005 and 2010 debt exchanges have started to 
work separately, with the premise that those bonds should 
have preferential treatment over the bonds issued during the 
Macri administration, the second source said.

Exchange bonds, especially the Discount 2033 (NY Law) and 
PAR 2038 (NY Law) offer the advantage of tougher-to-crack 
Collective Action Clauses (CACs) that would help bondholders 
get more favorable treatment, said the third source. There 
are precedents – in Ukraine´s 2015 and in Greece´s 2012 
debt restructurings – of agreements that included differential 
treatments among bondholders, the source said.

A group of creditors that includes Elliott Management and 
Pimco has consulted law firm Dechert to work on this, the 
second source said. Pimco has also participated in calls and 
meetings with the group that has Marcelo Delmar, the former 
head of Latam DCM at BNP Paribas, 
as financial advisor, the first source 
said. This second group also includes 
Greylock Capital, T Rowe Price and 
Fidelity, among others, as reported.

Additionally, a different group, led by 
European InterAmerican Finance Corp, 
is organizing with a focus on retail and 
smaller institutional holders, according to 
a fourth source close to the matter. This 
group is advised by Allen & Overy, this 
source said.
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“There’s a lot of confusion around bondholder groups right 
now,” the first source said. It is not wise for bondholders “to 
show up as two or three different groups. This stuff needs to 
get consolidated,” the source said. There are already three 
counterparties including bondholders, the IMF and Argentina 
that need to reach a negotiated solution, the source stated.

“The bondholders and the IMF prioritize debt sustainability 
through fiscal discipline, though bondholders want to avoid 
a large haircut on capital,” Siobhan Morden, head of Latin 
America Fixed Income Strategy at Amherst Pierpont, wrote in a 
note 21 November. “Argentina prioritizes an economic recovery 
and ideology that discourages against cutbacks in public 
entitlements like pension payments. For this to work everybody 
is going to have to compromise. It looks like an impossible 
situation with all sides far apart.”

Argentina and private 
creditors versus the IMF

Bondholders should try to work as a unified 
front, at least while the IMF is conducting its 
debt sustainability analysis (DSA), said Carlos 
Abadi, managing director of DecisionBound-
aries, a New York-based financial advisory 
firm.

If mechanically applied, the IMF´s DSA is 
likely to yield an output adverse to private 
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creditors: the finding that Argentina’s debt is “unsustainable 
with high probability.” This would lead 
the Fund to request a haircut to private 
creditors’ debt, Abadi said.

Private creditors should ensure their voice 
is heard throughout the DSA stage, Abadi 
said. An effective cooperation between 
Argentina and bondholders should aim to 
produce a set of credible projections less 
likely to lead to the “unsustainable with 
high probability” outcome, he said. If so, 
a reprofiling with no haircut may still be 
possible to negotiate with Argentina, he 
said.

Representatives of Argentina’s Presi-
dent-elect Alberto Fernandez, led by 
former Secretary of Finance of the country 
Guillermo Nielsen and his team, have been 
telling investors that they want to move 
forward with a “friendly proposal” that allows for a shorter debt 
negotiation period and therefore, for a potentially faster return 
to markets, the second source said.

However, this is a “difficult balance,” the first source stated. 

“A request for a big haircut will be unacceptable and will 
just mean that it will take 15 years and 
the seizure of some ships and planes 
before things are resolved. On the other 
hand, a small haircut is not going to 
resolve anything given that the bonds are 
only about a third of Argentina’s overall 
indebtedness,” the first source stated.

“The only scenario of high recovery value is 
a reform-based fiscal anchor from Pres-
ident-elect Fernandez or an extremely 
flexible stance from bondholders and 
the IMF that extends and pretends on 
debt repayments,” Morden wrote. “The 
Fernandez administration has to show some 
good will of fiscal discipline to kick-start 
negotiations for eventually reaching a 
primary fiscal surplus. It’s inconsistent to 
suggest only terming out debt maturities 
without defining the medium-term debt 

payment capacity.”

Representatives for Dechert and European InterAmerican 
Finance Corp declined to comment or did not respond to 
requests for comment.
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