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In brief 

The Argentine Congress, on December 23, 2019, approved the Social Solidarity and Productive 
Reactivation Law (the Law) with the intent to align public accounts, boost the economy, and reduce 
social inequalities. The Law introduces relevant changes to the Argentine tax system, including a 
suspension of the 2018 corporate income tax rate reduction, an increase in the wealth tax rate, the 
reinstatement of certain tax exemptions on investment income in Argentine securities, and a new tax on 
outbound payments for specific transactions. The Law includes changes to customs duties rules on 
exports of goods and services and also to employment taxes. 

 
In detail 
Shortly after taking office on December 10, 2019, the new Argentine government submitted to Congress a 
bill containing a package of measures aimed at regularizing public accounts, reducing inflation, controlling 
the foreign exchange market, and providing relief for social inequalities. Congress approved the bill on 
December 23, and it became known as the Social Solidarity and Productive Reactivation Law. A week 
later, the government issued Decree No. 99/2019 to regulate some of the law's measures. 

Corporate income tax 

The 2018 tax reform introduced a two-step corporate tax rate reduction from 35% to 30% for taxable 
years 2018 and 2019 and a further reduction to 25% from 2020 onwards. The rate reduction was offset by 
a withholding tax on dividend distributions at a 7% rate for 2018 and 2019 and 13% for 2020 onwards.  

The Law suspends the 25% rate reduction until fiscal years beginning on or after January 1, 2021. 
Therefore, the 30% corporate income tax rate and the 7% withholding tax on dividend distributions will 
continue to apply to fiscal year 2020.  

The Law provides that the tax adjustment for inflation for the first two taxable years starting on or after 
January 1, 2019 must be allocated 1/6 to the taxable year in question and the remaining 5/6 in equal 
parts over the following five taxable years. Under the prior rule, 1/3 of the inflation adjustment had to be 
allocated in the first taxable year and the remaining 2/3 in the following two taxable years. 
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Tax exemption on financial income 

The Law repealed Sections 95 and 96 of the Income Tax Law, which established a tax on certain financial income. As a 
result of this change, for taxable years 2020 onwards the following income is not subject to income tax:  

• interest on fixed-term deposits, government securities, corporate bonds and Argentine open mutual funds  

• capital gains from trading in those securities obtained by nonresident beneficiaries (except entities in non-cooperative 
jurisdictions) and resident individuals 

• effective from taxable year 2019, interest on deposits in local financial institutions (except for income from deposits in 
foreign currency or carrying index adjustment clauses). 

Wealth tax 

Effective from taxable year 2019, the wealth tax rate increases as follows:  

• for resident taxpayers, the tax rate now ranges from 0.5% to 1.25% on local assets and from 0.7% to 2.25% on foreign 
assets  

• the tax rate for nonresident taxpayers with assets in Argentina increases from 0.25% to 0.50% 

• the tax rate on the ownership of shares in Argentine entities increases from 0.25% to 0.50%. 

Tax for a solidary and inclusive Argentina (PAIS) 

The Law introduced a temporary tax (‘PAIS’) at a 30% rate on the following transactions undertaken on or after December 
23, 2019:  

• the purchase of foreign currency 

• purchases made abroad, including cash withdrawals, using credit and debit cards or any other payment method 

• purchases made online invoiced in foreign currency 

• payments for services rendered by nonresident entities paid through credit or debit cards or any other payment 
methods 

• purchases of touristic services rendered abroad through travel agencies  

• purchases of travel tickets to destinations outside Argentina (with certain exceptions). 

The PAIS tax is levied on the Argentine resident, whether an individual or a corporation, that enters into the transaction. 
However, the PAIS tax is not levied if the transaction has a specific destination relating to the payment of obligations 
pursuant to Central Bank regulations. Therefore, most transactions entered into by Argentine entities should not be 
subject to the PAIS tax. The acquisition of digital services, as defined in the VAT Law, are subject to a reduced rate of 8%. 

Export duties 

The Law granted powers to the Argentine government to set export duties within the framework of the Customs Code, but 
the capital duty cannot exceed 33% of the taxable price or the free on board (FOB) price. 

The maximum duty rate, however, cannot exceed: 1) 15% for those goods that were either not subject to export duties or 
zero-rated; and 2) 8% for hydrocarbons and mining products. Furthermore, export duty rates for industrial goods 
(including agro-industrial products of regional economies) and services cannot exceed 5% of the taxable price.  

The former cap to export duties (i.e., AR$4 or AR$3 per dollar exported) was eliminated. 

Additionally, by virtue of Decree 99/2010, the government extended the application of export duties to exports of services 
until December 31, 2021 at a 5% rate with no nominal cap. This duty was originally set to expire on December 31, 2020. 
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The Law also amended the Customs Code to set the statistical charge to 3% until December 31, 2020. This charge 
applies to imports of consumption goods, with some exceptions. Regulations have also established some caps to the 
statistical charge. 

Tax on financial transactions 

The rate for the tax on financial transactions increased from 0.6% to 1.2% for cash withdrawals made by resident entities. 

Payroll contributions 

The plan to unify employers’ contribution rate to 19.5% was suspended. As a result, employers’ contributions were set at 
1) 20.4% for companies engaged in wholesale and service activities with annual revenues in excess of ARS48 million; 
and 2) 18% for all other companies. 

Further, with some exceptions, the monthly exemption of ARS17,509 was eliminated and replaced by a fixed amount of 
ARS7,003, which may not be adjusted for inflation. 

The takeaway 
While taxpayers are still digesting the 2018 tax reform, these latest tax law changes represent a significant challenge 
since the new rules amend, postpone, roll-back or even repeal the 2018 changes. 

The recent changes to the tax law require analysis of the potential impact on the day-to-day operations of local and 
multinational companies in Argentina.
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Let’s talk 

For a deeper discussion of how this issue might affect your business, please contact: 
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This Latin American Tax Insight has been prepared by PwC professionals that are integrated in Europe’s 
Latin American Center of Excellence (LACoE) and the US’s Latin American Tax Group (LATAX) practice. 
Their objective is to assist clients with business activities in the Latin American region. 
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