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Argentina is back in the news. This week the U.S. confirmed its recent decision to 

extend monetary support to stabilize the country’s currency. The move followed an 

election setback for libertarian President Javier Milei in Buenos Aires Province 

(Argentina’s largest), which caused a run on the peso that drew down central bank 

reserves. Concern then grew regarding the government’s ability to deliver on reforms 

as crucial mid-term elections loom. 

The administration is right to support Milei, whose policies offer Argentina’s best 

chance to reverse a dismal record of economic stagnation and fiscal mismanagement, 

by the Peronist party in particular. His reforms are radical but respond to deep 

frustration among voters that past solutions weren’t working. Milei’s election in 2023 

was roll of the dice. 

The government’s strategy has focused on cutting taxes and regulations. Since Milei 

took office public sector jobs have been reduced by 30–40% and more than 400 

government offices eliminated or downsized. An additional 2000–3000 positions are 

being eliminated each month. The government also looked at more than 4000 laws, 

asking in each case whether they were pro or anti-competitive. Its guiding philosophy 

asks what the role of the state should be and does it need to intervene: if the private 

sector can do the job, then the state shouldn’t. More than 1000 laws were modified or 

repealed, with 2–3 more being eliminated each working day. That still leaves 700,000 

executive orders waiting for review. 

The reforms appear to be working. Inflation is down from over 200% in 2023 to 24% 

this year and is projected to fall to 10% by the end of next year. That’s still high but is a 

dramatic improvement on the hyperinflation that Argentinians have long suffered. After 

a recession in 2024 as shock therapy took hold, the economy is on a growth track, with 

GDP up 5.4% so far in 2025 and 5% growth forecasted for 2026. Poverty has fallen to 

its lowest level since 2018: 31% versus 53% when Milei took office. 



The government’s draft budget for 2026 shows a mix of fiscal discipline with social 

investment in priority fields. 85% of the budget is focused on human capital: education, 

healthcare, and pensions, with allocations well above inflation. In other words, more is 

being invested in social spending even as the overall budget tightens. The government 

is targeting a fiscal surplus of 1.5%, or .3% after debt service. 

In line with IMF recommendations, most of Argentina’s capital controls and its pegged 

exchange rate have been abandoned in favor of a band within which rates fluctuate, 

with central bank intervention only at the margins. This and the new ability of foreign 

investors to repatriate profits is designed to strengthen investor confidence and 

eventually restore Argentina’s access to global capital markets. 

Inflation and unemployment are still major challenges, and mid-term elections will test 

voters’ tolerance for the pain that comes with austerity. Unemployment has risen to 

7.9%. Milei is governing without a Congressional majority, adding to his vulnerability. 

Support from the IMF, the World Bank, and now the U.S. is intended to provide stability 

and give these reforms time to work. There’s risk on all sides, and with Argentina’s 

history of devaluation dollarization may be the long-term fix.  

Near-term pain from the reduction in government expenditures comes with the 

territory, and voters are restive. We’ll know more about the government’s continued 

ability to deliver after the coming mid-term election. But the results of Milei’s reforms 

so far are promising. For both Argentinians and for other countries considering 

structural economic reforms, they should be given time to succeed. 
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