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GRUPO FINANCIERO GALICIA S.A. REPORTS FINANCIAL RESULTS FOR 

ITS FOURTH QUARTER ENDED DECEMBER 31, 2001 
 
 
Ø (Buenos Aires, Argentina, May 2, 2002) – Grupo Financiero Galicia S.A. 

(“Grupo Galicia”) ( Buenos Aires Stock Exchange/NASDAQ : GGAL) today 
announced its  consolidated financial results for the fourth quarter of fiscal year 
2001, ended December 31, 2001. 

 
 
Net Income for the fiscal year ended December 31, 2001 
 
Ø Net income for the fiscal year ended December 31, 2001, was Ps. 120.1 million, 

7.5% lower than the Ps. 129.8 million earned in the previous fiscal year. Earnings 
per share for the period were Ps. 0.110, equivalent to Ps. 1.100 per ADS, taking 
into account the total number of shares outstanding as of December 31, 2001. 

 
 
Net loss for the quarter ended December 31, 2001 

 
 
Ø Net loss for the fourth quarter ended December 31, 2001, was Ps. 12.8 million. 

This represents losses per share for the period of Ps. 0.012, equivalent to Ps. 
0.120 per ADS, taking into account the total number of shares outstanding as of 
December 2001.    

 
Ø Fourth quarter 2001 results  were mainly generated by those of Banco Galicia 

which has continued to be the main source of the company’s results.
 
Ø “Net Other Miscellaneous Income” at the Income Statement in page 5 includes Ps. 

119.5 million as income related to public bonds granted in guarantee and Ps. 52.0 
million for income tax provision reversion 

 
Ø Tables below show results per share information, based on Grupo Galicia’s 

financial statements. 
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In Pesos 

   
Ø Grupo Galicia’s fiscal year net income represents an annualized return of 

0.90% on average assets and 8.67% on average shareholders’ equity. 
 
 

 
 

Ø Table below shows a  “Net Income by Business” analysis. It includes a 
breakdown on Grupo Financiero Galicia’s information by subsidiary.  The "Profit 
(loss) from Sudamericana Holding" line includes the company's results as of 
September 2001 ( where Grupo Galicia owned a 87,5% stake), including 
extraordinary profits from the uruguayan “ITT Hartford Seguros de Vida S.A’s 
sale and the company's goodwill amortization.   

 
 

In million of pesos 

 

 

Ø Starting form this quarter Grupo Financiero Galicia consolidates a 87.5% stake in 
Sudamericana Holding.  Sudamericana’s net revenues is included at “Net other 

FY 2001 FY 2000
Earnings per Share 

4 Q 4 Q 31/12/01 31/12/00

Total Average Shares (in thousands) 1,092,407 1,092,407 1,092,407 784,650 (**)
  Book Value per Share 1.289 1.209 1.289 1.209
  Book Value per ADS (*) 12.890 12.090 12.890 12.090
  Earnings per Share (0.012) 0.046 0.110 0.165
  Earnings per ADS (*) (0.120) 0.460 1.100 1.650

(*) 1 ADS = 10 ordinary shares

(**) Calculated consideringa total number of shares of 543.0 million until July 26th, and a total number of

      1,092.4 million from that date on

twelve months ended at:

FY 2001 FY 2000
Profitability 4 Q 4 Q 12/31/01 12/31/00

(%) (%) (%) (%)

Return on Average Assets (*) (0.45) 1.42 0.90 1.22
Return on Average Shareholders Equity (*) (3.58) 15.51 8.67 14.25

(*) Annualized.

twelve months ended at:

Net Income by Business                                                   FY 2001 FY 2000
4th Q 3rd Q 2nd Q 1st Q 4th Q

Income  from stake in Banco Galicia (93.58%) (15.48) 35.82 49.45 50.22 49.56
Profit (loss) from "Net Investment" (87.5%) (0.14) (0.35) (0.37) (0.37) (0.02)
Profit (loss) from "Sudamericana Holding" (87.5%) 2.11 (0.92) (1.16) (0.24) 0.00
Profit (loss) from "Galicia Warrants" (87.5%) (0.06) (0.11) - - -
Other Income GFG 0.78 0.38 (0.13) 0.63 0.64

Net Income for the period (12.79) 34.82 47.79 50.24 50.18
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miscellaneous income” in page 5. Insurance Holding  expenses are counted, line 
by line, in “Administrative expenses” at the same page. 

 
 
Recent developments
 
 
Ø The delay in the presentation of December results is explained by the 

modifications that our controlled company, Banco Galicia, had to do on its 
balance sheet and P&L according to Argentina's Central Bank new regulations.  
This was a consequence of all the issues that affected the financial sector.  
Therefore, the Central Bank authorized the delay, as an exeption, in order to 
comply with the presentations. 

 
Ø In October 2001, Grupo Financiero Galicia S.A. has collected an amount of 

Ps.53.3 millions from the cash dividends’ distribution performed by Banco 
Galicia. Ps.46 millions out of such amount have been locked-up in Banco 
Galicia Uruguay S.A.; thus affecting Grupo Financiero Galicia S.A.’s financing 
possibilities. Moreover, Banco Galicia is prohibited from paying any cash 
dividends or making any capital contributions to its affiliates for so long as the 
BCRA’s financial assistance is outstanding. This situation has a direct impact, 
among others, on Grupo Financiero Galicia S. A.’s interests where the company 
is a Banco Galicia’s partner. 

 
Ø The remaining Grupo Financiero Galicia S.A’s. liquid assets placed in Argentina 

are being reserved due to the fact that the company must comply with its 
operating expenses, its capital contributions according to its subsidiaries’ 
investments plans as well as with the eventuality of making capital contributions 
to Banco Galicia. Taking all these circumstances into account, Grupo 
Financiero Galicia S. A.’s Board of Directors has resolved to propose not to pay 
cash dividends corresponding to fiscal year 2001 to the Shareholders’ Meeting 

 
Ø Grupo Financiero Galicia’s Board of Directors has established  June 3, 2002, as 

the date for  the Annual Ordinary Shareholders’ Meeting 
 
 
CONFERENCE CALL 
 
On Friday, May 3, at 11.00 A.M. Eastern Standard Time (12.00 P.M. Buenos Aires 
Time), GFG will host a conference call to review these results.  
 
The call-in number is : (719) 457 2604 
 
If you are unable to participate in the call, a replay will be available from Friday, May 3 
at 2:00 PM Eastern Standard Time until Monday, May 6 at 12:00 PM Eastern Standard 
Time, dialing (719) 457 0820, passcode: 317190.  
 
Banco de Galicia y Buenos Aires S.A. 
 
It is also included Banco Galicia’s results for the second quarter of its irregular fiscal 
year 2001, ended December 31, 2001.  
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SELECTED FINANCIAL INFORMATION - CONSOLIDATED DATA (*)

12/31/01 09/30/01 06/30/01 03/31/01 12/31/00

CASH AND DUE FROM BANKS 517.3 1,029.4 1,489.3 1,114.2 620.1

GOVERNMENT AND CORPORATE   SECURITIES 129.9 828.9 940.7 289.7 83.2

LOANS 9,125.3 8,671.6 9,346.4 9,215.2 9,241.4

OTHER RECEIVABLES RESULTING FROM FINANCIAL
BROKERAGE 1,739.6 2,130.1 2,754.0 4,615.0 5,859.1

EQUITY IN OTHER COMPANIES 67.9 74.0 96.0 104.4 97.9

BANK PREMISES AND EQUIPMENT, MISCELLANEOUS
AND INTANGIBLE ASSETS 615.0 542.0 530.2 523.7 514.9

OTHER ASSETS 456.7 413.1 256.3 357.8 324.5

TOTAL ASSETS 12,651.7 13,689.1 15,412.9 16,220.0 16,741.1

DEPOSITS 6,128.0 8,503.3 9,235.4 8,848.6 8,903.7
- Non-Financial Government Sector 11.5 122.2 14.8 6.3 9.4
- Financial Sector 17.6 4.0 3.5 4.8 3.8
- Non-Financial Private Sector and Residents Abroad 6,098.9 8,377.1 9,217.1 8,837.5 8,890.5
    - Current Accounts 846.2 1,033.6 1,081.8 535.9 609.8
    - Savings Accounts 1,470.7 886.1 1,043.6 1,440.7 1,271.9
    - Time Deposits 3,148.1 5,884.7 6,464.6 6,370.8 6,677.6
    - Investment Accounts 80.6 248.7 315.2 159.5 11.2
    - Other 493.5 230.5 227.9 243.3 237.6
    - Accrued interest and quotation diferences payable 59.8 93.5 84.0 87.3 82.4

OTHER BANKS AND INTERNATIONAL ENTITIES 911.9 913.5 1,183.1 1,056.5 1,066.2

NEGOTIABLE OBLIGATIONS 839.2 930.2 1,027.4 1,243.8 1,222.1

OTHER LIABILITIES 3,246.5 1,801.7 2,457.8 3,618.3 4,119.4

MINORITY INTERESTS 117.6 119.1 122.7 114.1 108.9

TOTAL LIABILITIES 11,243.2 12,267.8 14,026.4 14,881.3 15,420.3

SHAREHOLDERS' EQUITY 1,408.5 1,421.3 1,386.5 1,338.7 1,320.8

(*) Grupo Financiero Galicia S.A., consolidated with subsidiary companies (Art.33 - Law 19550). 

In millions of Pesos 
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SELECTED FINANCIAL INFORMATION -  CONSOLIDATED DATA (*)

Quarter ended: 12/31/01 09/30/01 06/30/01 03/31/01 12/31/00

FINANCIAL INCOME 314.2 480.7 417.4 415.5 422.2
- Interest on Cash and Due from Banks 2.0 5.9 11.6 9.4 11.6
- Interest on Loans to the Financial Sector 9.0 15.0 10.6 9.1 10.7
- Interest on Overdrafts 33.4 29.2 27.3 26.5 29.3
- Interest on Notes 127.1 205.7 155.7 141.3 151.5
- Interest on Mortgage Loans 55.1 49.1 47.6 49.4 46.7
- Interest on Pladge Loans 10.7 10.5 9.3 11.0 11.3
- Interest on Credit Card loans 48.7 41.0 38.9 37.6 37.0
- Interest on Other Loans 41.0 39.3 44.1 45.9 39.9
- On Other Receivables Resulting from Financial Brokerage 11.2 17.0 11.4 10.1 10.2
- Net Income from Government and Corporate Securities (63.1) 53.4 43.5 38.0 41.3
- Net Income from Guaranteed Loans-Decree 1387/01 32.4 0.0 0.0 0.0 0.0
- Other 6.7 14.6 17.4 37.2 32.7

FINANCIAL EXPENSES 266.9 253.8 221.5 222.7 229.4
- Interest on Demand Accounts Deposits 9.9 10.0 4.0 0.0 0.0
- Interest on Saving Accounts Deposits 2.9 3.0 4.9 6.1 5.6
- Interest on Time Deposits 173.1 159.5 137.8 129.4 133.6
- Interest on Loans from Financial Sector 3.4 1.8 0.6 1.4 0.3
- For other Liabilities resulting from Financial Brokerage 46.8 44.8 47.7 57.6 60.4
- Other interest 8.3 15.8 8.6 6.2 4.5
- Net income /(loss) on options 0.1 0.1 0.2 0.2 0.6
- Other 22.4 18.8 17.7 21.8 24.4

GROSS BROKERAGE MARGIN 47.3 226.9 195.9 192.8 192.8

PROVISIONS FOR LOAN LOSSES 180.4 133.1 78.1 66.1 71.5

INCOME FROM SERVICES, NET 111.2 100.9 120.2 95.5 99.8

ADMINISTRATIVE EXPENSES 168.0 150.7 156.1 146.9 151.4
- Personnel Expenses 81.3 77.3 81.0 77.9 78.3
- Directors' and Syndics' Fees (1.1) 4.3 6.8 6.1 6.2
- Other Fees 5.2 3.1 1.5 1.7 3.7
- Advertising and Publicity 7.3 5.2 6.3 5.9 8.9
- Taxes 15.1 7.8 10.0 5.5 5.1
- Other Operating Expenses 48.4 41.4 39.9 39.7 39.2
- Other 11.8 11.6 10.6 10.1 10.0

MINORITY INTERESTS 2.3 (3.3) (4.4) (4.7) (3.8)

INCOME FROM EQUITY INVESTMENTS 6.7 (2.8) 7.6 4.4 2.9

NET OTHER  MISCELLANEOUS INCOME 172.1 3.8 (2.5) 1.8 7.6

INCOME TAX 4.0 6.8 34.8 26.6 26.2

NET INCOME (12.8) 34.9 47.8 50.2 50.2

  (*) Grupo Financiero Galicia, consolidated with subsidiary companies ( Art. 33 - Law 19550).

In millions of Pesos
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SELECTED FINANCIAL INFORMATION -  CONSOLIDATED DATA (*)

Twelve months ended: 12/31/01 12/31/00

FINANCIAL INCOME 1,627.8 1,594.5
- Interest on Cash and Due from Banks 28.9 46.5
- Interest on Loans to the Financial Sector 43.7 40.5
- Interest on Overdrafts 116.4 114.5
- Interest on Notes 629.8 577.3
- Interest on Mortgage Loans 201.2 166.2
- Interest on Pladge Loans 41.5 46.3
- Interest on Credit Card loans 166.2 171.5
- Interest on Other Loans 170.3 121.0
- On Other Receivables Resulting from Financial Brokerage 49.7 39.3
- Net Income from Government and Corporate Securities 71.8 135.6
- Net Income from Guaranteed Loans-Decree 1387/01 32.4 0.0
- Other 75.9 135.8

FINANCIAL EXPENSES 964.9 845.4
- Interest on Demand Accounts Deposits 23.9 0.0
- Interest on Saving Accounts Deposits 16.9 23.7
- Interest on Time Deposits 599.8 483.8
- Interest on Loans from Financial Sector 7.2 3.1
- For other Liabilities resulting from Financial Brokerage 196.9 223.4
- Other interest 38.9 16.9
- Net income /(loss) on options 0.6 2.5
- Other 80.7 92.0

GROSS BROKERAGE MARGIN 662.9 749.1

PROVISIONS FOR LOAN LOSSES 457.7 254.6

INCOME FROM SERVICES, NET 427.8 376.0

ADMINISTRATIVE EXPENSES 621.7 614.0
- Personnel Expenses 317.5 307.2
- Directors' and Syndics' Fees 16.1 31.8
- Other Fees 11.5 15.2
- Advertising and Publicity 24.7 32.6
- Taxes 38.4 22.5
- Other Operating Expenses 169.4 160.2
- Other 44.1 44.5

MINORITY INTERESTS (10.1) (51.0)

INCOME FROM EQUITY INVESTMENTS 15.9 (8.2)

NET OTHER  MISCELLANEOUS INCOME 175.2 25.5

INCOME TAX 72.2 93.0

NET INCOME 120.1 129.8

  (*) Grupo Financiero Galicia, consolidated with subsidiary companies ( Art. 33 - Law 19550).

In millions of Pesos
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FOR IMMEDIATE RELEASE 
 
 
Banco de Galicia y Buenos Aires S.A. 
Phone (54-11) 6329-6430 
Fax (54-11) 6329-6494 
www.e-galicia.com 
 
 
 
 
BANCO DE GALICIA Y BUENOS AIRES S.A. REPORTS EARNINGS FOR THE QUARTER 

ENDED DEC. 31, 2001 
2nd QUARTER OF THE SIX-MONTH IRREGULAR FY ENDED DEC. 31, 2001 

 
 
 
(Buenos Aires, Argentina, May 2, 2002) – Banco Galicia (Buenos Aires Stock Exchange: 
GALI) today announced its consolidated financial results for the second quarter of the six-
month irregular FY, ended December 31, 2001 (IFY 2001).  
 
IFY 2001 NET INCOME 
 
Net income for IFY 2001 was Ps.21.8 million. Earnings per share were Ps.0.046. Net income for 
IFY 2001 represented an annualized return of 0.33% on average assets and of 3.05% on average 
shareholders’ equity. 
 
For the second quarter of IFY 2001 a Ps.16.5 million loss was recorded. Earnings per share for 
the quarter were Ps.(0.035). Net income for the quarter represents an annualized negative return 
of (0.51)% on average assets and of (4.68)% on average shareholders’ equity. 
 
 In Pesos 
Table I: Irregular FY 2001  FY 2001  six months ended at: 

Earnings per Share  2nd Q  2nd Q  12/31/01 12/31/00 

Total Average Shares (in thousands) 468,662  468,662  468,662 468,662 

  Book Value per Share 2.993  2.840  2.993 2.840 

  Earnings per Share (0.035)  0.113  0.046 0.206 

 
The period covered by IFY 2001 was characterized by exceptional events, both economic and 
political. During this period, the public sector’s financial situation deteriorated to the extent that 
it significantly impacted on the Argentine economy and financial system in general, and on 
Banco Galicia. As a result, by the end of the period and in the first months of 2002, the 
Argentine political, macroeconomic and financial industry environments experienced radical 
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changes. The country abandoned the monetary and foreign exchange regime that had been in 
place for more than ten years, and the financial system had to face massive deposit runs and a 
most significant change of its regulatory framework. 
 
Given these special circumstances, a comment on the main macroeconomic developments of the 
second half of 2001 and its effects on the financial system and on Banco Galicia is provided 
below, before the analysis of the Bank’s results for the 2nd quarter of IFY 2001. 
 
 
MACROECONOMIC DEVELOPMENTS AND THE FINANCIAL SYSTEM’S 
LIQUIDITY CRISIS 
 
Beginning the second half of 1998, successive external shocks impacted negatively on the 
Argentine economy’s competitiveness. This resulted in a depressed level of economic activity, 
that exacerbated fiscal imbalances, thus leading to a continuous increase in public sector 
indebtedness, not only in nominal terms but also as a percentage of GDP. 
 
Deterioration of the public sector’s solvency indicators, together with an increasingly weak 
administration, from the political point of view, triggered a generalized loss in confidence that, 
resulted, at first, in increasing difficulties for Argentina to roll over sovereign debt maturities 
(reflected in the continuous increase in interest rates) and, later on, in the country’s complete 
lack of access to the voluntary debt markets.  
 
The deterioration of Argentina’s main macroeconomic indicators is showed in Table II. GDP 
declined 8.5% during the last 3 years, while fiscal deficit grew to the equivalent of 3.3% of GDP 
in 2001, and public sector indebtedness increased to 53.8% of GDP in 2001, from 37.6% in 
1998. These developments caused significant increases in Argentina’s country risk (as measured 
by JP Morgan’s EMBI+ for Argentina) to the extent that, during 2001, Argentina’s average 
country risk remained above 1,500 basis points. 
 
TABLE II: Main Macroeconomic Variables  

 

  2001 2000 1999 1998 

GDP’s REAL CHANGE Annualized % (4.5) (0.8) (3.4) 3.9 

In Millions of Ps. (8,780) (6,936) (7,348) (4,170) 
FISCAL BALANCE (1) 

As a % of GDP (3.3) (2.4) (2.6) (1.4) 

In Millions of U$S 144,406 128,018 121,877 112,357 
NATIONAL PUBLIC DEBT 

As a % of GDP 53.8 45.0 43.0 37.6 

COUNTRY RISK RATE (2) Basis Points 1,542 674 722 601 

Source: Ministry of Economy. 
(1) Excluding revenues from privatizations. 

(2) Average for the year.  
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In March 2001, when Argentina missed the targets of the International Monetary Fund (IMF) 
agreement, established in November 2000, that served as the basis for the financial assistance 
package granted to the government by multilateral financial institutions, foreign governments 
and domestic institutional investors, known as “Blindage Financiero” (financial armor), the 
resulting conflicts within the administration prompted the crisis to spread into the financial 
system, by generating a run on bank deposits. In only one month, total deposits of the financial 
system fell $5,446 million. 
 
 
TABLE III: Financial System Deposits and Liquid Reserves 
                   (End-of-period data. In Millions of Ps.) 
 

Month Deposits Monthly 
Change 

Liquid 
Reserves  

Monthly 
Change 

  (%)  (%) 
December 2000 85,814 - - 25,148 - - 

January 87,051 1.4  25,437 1.1  

February 87,455 0.5  24,990 (1.8) 

March 82,009 (6.2) 21,453 (14.2) 

April 82,062 0.1  20,547 (4.2) 

May 82,549 0.6  20,265 (1.4) 

June 82,976 0.5  21,082 4.0  

July 76,781 (7.5) 16,693 (20.8) 

August 74,237 (3.3) 14,378 (13.9) 

September 75,848 2.2  20,584 43.2  

October 73,206 (3.5) 18,080 (12.2) 

November 67,631 (7.6) 14,740 (18.5) 

December 2001 65,059 (3.8) 14,546 (1.3) 

 
 
During the second quarter of 2001, a slight increase in deposits took place. However, the public 
sector funding difficulties continued to impact the financial system. In April, the government 
placed a $2,000 million bond (Bono del Gobierno Nacional 9% - Vencimiento 2002, 9% 
National Government Bond Maturing 2002, also known as “Bono Encaje”) eligible by financial 
institutions to comply with the Argentine Central Bank’s minimum liquidity requirements. As a 
result, the financial system’s liquidity diminished by the same amount. In June, the government 
completed a mega debt swap known as “Megacanje”, by which certain instruments representing 
public sector debt were replaced by new ones with an extended duration. A significant portion 
of these debt instruments were placed with the financial system. Given the increase in the 
duration of the new debt instruments, the mega debt swap resulted in a further reduction of the 
financial system’s liquidity. 
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By June 2001, Argentina’s public sector complete lack of access to credit forced the government 
to announce a zero-deficit budgeting policy. That is, the public sector was to finance its 
expenditures exclusively out of its current revenues, while honoring its obligations concerning 
interest payments on the national debt and transfers to the provinces arising from the agreements 
reached with the provincial governments on tax-revenue sharing. The pressures inherent to 
credit scarcity and the delays in the enactment of the zero-deficit budgeting legislation by 
Congress, originated a second episode of deposit withdrawals during July and August. During 
these two months, total deposits of the Argentine financial system fell $8,739 million and its 
liquid reserves declined US$6,704 million. 
 
By the end of August, the financial system’s total deposits stabilized and, during September, 
they showed a slight increase, as a direct consequence of the success of the negotiations between 
the Argentine government and the IMF that resulted in a new agreement. This agreement was 
based on the commitment to obtain a balanced public sector budget for the rest of 2001. 
However, tax collection fell sharply due to the liquidity crunch originated by bank deposit 
losses. This forced the federal government to renegociate the tax-revenue sharing agreement 
with the provinces and to launch a new public sector debt restructuring effort, the first phase of 
which ended on November 30, 2001, and was directed at domestic debt holders; mainly banks 
and pension funds. At the same time, in order to compensate the provinces for the fall in tax 
revenues derived from the renegociation under development, the government induced a 
restructuring of the provincial debt with domestic banks, that meant not only a maturity 
extension but also a significant reduction in interest rates. 
 
By the end of October, the lack of improvement in fiscal performance in a deep recessionary 
environment and increased uncertainties tied to the political process of discussing additional 
cuts in funds shared with provinces, reinstated the systemic run on deposits. During October and 
November 2001, total deposits of the financial system fell $8,217 million, while its liquid 
reserves declined US$5,844 million. 
 
The first phase of the public-sector debt restructuring was successful. However, this was not 
enough to improve public sentiment and expectations. The confidence crisis peaked by the end 
of November. During November’s last working day, the run on deposits amounted to $2,100 
million. 
 
The magnitude of the liquidity crisis was such, that the Argentine Central Bank was forced to 
significantly restrict bank activity, by limiting deposit cash withdrawals and establishing severe 
controls on foreign exchange and capital movements. 
 
The systemic aspect of the liquidity crisis is reflected in the nature of the various measures taken 
by the Argentine Central Bank to face it: 
 
- Significant increase of the financial assistance granted by the Argentine Central Bank to 

financial institutions, by means of repo operations and advances on their accounts at the 
Central Bank. 

- Loosening of the rules on cash and liquidity requirements. 
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- Amendment of the Argentine Central Bank’s Charter and of the Financial Entities Law 
(trough Decrees N° 1523/01, 1526/01 and 214/02), in order to substantially extend the 
repayment period of the financial assistance that the monetary authority could provide to 
financial institutions under the form of advances secured by the new loans created by the 
public-sector debt swap completed on November 30, 2001, and lift the restrictions existing to 
the amount of financial assistance that each institution could receive.  

- Establishment of an additional 75% reserve requirement on the positive variation of deposits 
above the November 30, 2001 levels, in order for the Argentine Central Bank to be able to 
compensate the redistribution of deposits among financial institutions. 

- Establishment of an additional 100% reserve requirement on those deposits bearing interest 
rates higher than the market’s average. 

- Creation of the Fondo de Liquidez Bancaria (Bank Liquidity Fund or FLB), with the purpose 
of providing financial assistance to financial institutions funded by a contribution from 
financial institutions equivalent to 5% of their deposit base as of November 30, 2001. 

 
 
THE FINANCIAL SYSTEM’S LIQUIDITY CRISIS AND BANCO GALICIA 
 
Impact of the Public-Sector Debt Swap Carried out on November 30, 2001 and Other 
Swaps on the Bank’s Liquidity  
 
The domestic tranche of the restructuring of public debt, both national and provincial, 
instrumented by the Executive Power through the Decreto de Necesidad y Urgencia (Decree of 
Necessity and Urgency) N° 1387/01, on November 1, 2001, would provoke a significant 
liquidity contraction on holders of such debt, which were mainly financial institutions and 
institutional investors. 
 
As set forth in the whereas clauses of this Decree, the debt swap “was clearly convenient for 
these institutions since the default risk, which today is present in government securities’ high 
yields and great volatility, would be completely eliminated ...”. This implied that failure to 
participate in the debt swap meant, for debtholders, that they continued to be exposed to the 
public sector’s default risk, and subject to the related potential losses. This fact was ascertained, 
subsequently, by the declaration of Argentina’s default, which implies the likelihood of future 
principal reductions on the non-exchanged instruments plus an extension of terms and interest 
rate reductions. In addition, the rules established that holders of Guaranteed Loans (the debt 
instruments to be delivered in the debt swap in exchange for the old ones) would be allowed to 
participate in any future invitation issued by the Argentine Republic to holders of sovereign 
external debt, by exchanging Guaranteed Loans in their possession for other debt instruments, in 
at least the same conditions as those offered to said holders. Furthermore, the Bank’s leading 
position among private-sector banks entailed a special responsibility, since the success of the 
domestic debt swap would prevent further worsening of the public sector’s financial crisis and, 
therefore, of the general economic crisis in Argentina.  
 
On November 23 and 27, 2001, the Executive Power amended the Argentine Central Bank’s 
Charter through Decrees of Necessity and Urgency N° 1523/01 and N° 1526/01, in order to 
provide a solution for the liquidity problems that financial institutions would have to face as a 
result of their participation in the public-debt swap set forth by Decree N° 1387/01. Since, as 
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stated in the whereas clauses of this Decree, said swap  “will reduce the assets eligible for open 
market operations”. 
 
Consequences of the swap on the Bank’s projected liquidity can be summed up as follows: 
 
- A duration extension from 2.8 years to 5.5 years, was to take place, over an aggregate amount 

of Guaranteed Loans to the government of Ps.4,550 million.  
- On such amount, a loss of liquidity of Ps.1,592 million, between November 2001 and 

December 2002, was to be generated, due to coupon reductions, deferrals of principal 
amortization and the maturity of reverse repo transactions. 

 
Clearly, these effects could only be compensated by temporary access to financial support from 
the Argentine Central Bank, by making use of the new instruments created by the debt swap set 
forth in Decree N° 1387/01. 
 
Finally, it is important to note that the Government’s inability to repay its short-term debt also 
brought about the need to refinance Argentine Treasury Bills (Letes) maturing in the months of 
August, September, October and December 2001. This was achieved through various debt 
swaps that represented, for the Bank, a loss of liquidity of Ps.153 million during the second half 
of the year.   
 
Banco Galicia’s Liabilities 
 
The crisis of confidence over Argentina’s financial condition also affected the development of 
the Bank’s liabilities and those of its subsidiaries. 
 
In the second half of 2001, the consolidated amount of the Bank’s financial liabilities, including 
foreign subsidiaries and Tarjetas Regionales S.A. and its subsidiaries, was reduced by Ps.3,790 
million. This was due to deposit outflows from the local financial system and to the need to 
repay liabilities to foreign creditors as they matured, given their perception that a sovereign-debt 
default had a high probability of occurrence and that it would affect payments or transfers of 
foreign currency from local private-sector debtors. 
 
Of the total reduction of the Bank’s liabilities, Ps.129 million were attributable to credit lines 
with banks and international entities, Ps.188 million to negotiable obligations, Ps.277 million to 
repo operations and Ps.143 million to obligations with local financial institutions. Therefore, 
reduction of these liabilities amounted to Ps.737 million, equivalent to 23.5% of the balance 
recorded in those items as of June 30, 2001. 
 
Banco Galicia’s Deposits 
 
In the second half of 2001, the decline of the Bank’s deposit base reached Ps.3,053 million. 
Three phases can be clearly distinguished regarding the development of deposits relative to the 
whole financial system and the behavior of each customer segment. 
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During the first phase, between June and October 2001, the Bank’s consolidated deposits fell 
5.5%, while those in the whole system decreased 11.8%. Deposits in Argentina, net of those of 
the Bank’s foreign subsidiaries and branches, also showed a better performance than that of the 
system, since they fell 6.0% (Ps.462 million). This decline was mainly due to a 15.4% drop in 
institutional investor deposits (pension and retirement funds, mutual funds, insurance companies 
and large companies). It is important to note that, on October 15, 2001, due to the acquisition of 
the retail operation of ABN AMRO Bank in Argentina, Ps.356 million in deposits were added to 
Banco Galicia’s deposit base. 
 
In November 2001, the Bank’s consolidated deposits showed a higher decline than the market’s 
(11.5% compared to 7.6%), with a clear difference between the performance of local deposits 
and that of the deposits of our foreign subsidiaries and branches. While deposits in the latter 
increased almost 10%, deposits in Argentina, net of those made in our foreign subsidiaries and 
branches, showed a 16.2% drop. This drop was due to the behavior of institutional investors. In 
November, same as during the June-October period, retail time deposits and deposits in 
accounts used for transactional purposes (current account and savings account deposits) showed 
a higher performance than those of the system as a whole. 
 
Finally, in December, after the restrictions imposed on banking operations within the so-called 
“corralito”, for the first time and paradoxically, the Bank showed a lower trend in deposits than 
the financial system, in all different types of deposits. Notwithstanding the above, the 
performance of deposits from institutional investors continued to be significantly different than 
that of the rest of deposits  –retail banking and transactional deposits–, that showed a decline 
similar to that recorded by the system. 
 
In short, during most of the liquidity crisis, the Bank’s deposits showed a higher performance 
than those of the financial system as a whole. This was achieved despite the significant drop of 
deposits from institutional investors and, only in December, the Bank’s retail and transactional 
deposits recorded a slightly lower performance than the system. 
 
Given the relevance that the decline of institutional investors’ deposits had on the drop of the 
Bank’s total deposit base (over 50% of the total), it is important to note that the difference 
existing in the performance of the Bank’s institutional investor deposits with respect to the 
system was greatly due to the fact that the shared ownership of banks and institutional investors 
acted in detriment of those banks that did not own those type of institutions, such as Banco 
Galicia, based on criteria different from objective market conditions.  
 
In addition, bank ratings by credit rating agencies became of significant importance since, such 
ratings, between certain categories, enable banks to raise deposits from institutional investors. 
Until the liquidity crisis of the second half of 2001, there existed no significant differences 
between large-domestic and foreign private-sector banks. When the financial system begun to 
be affected by large deposit outflows, credit rating agencies downgraded all bank ratings, and 
certain ones begun to establish relevant differences based on the origin of capital, thus favoring 
foreign institutions. Similarly, these institutions’ branches were favored in detriment of 
subsidiaries.  
 


