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A review of exchange rate appreciation by sector.

Ecoanalitica has followed the evolution of the national price indicator and its
components. Part of the most important revisions provided by this information consists of
the asymmetric revision of said components. After all, each item that makes up the basket
of goods has its own particularities in terms of supply and demand and, therefore, they
present different speeds in the variations of their prices. This causes relative prices, or
the ratio of prices of one good to another, to change over time.

Relative price change during 2021 (%)
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Given the need to make these comparisons, we developed the relative price matrix?t,
which allows us to monitor the price relationship between items, a valuable information in

1 For more details, see Weekly Report N° 33 (2019): Introduction to the relative price matrix. September,
2019.
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terms of financial planning and to study in more detail the relationships of goods and
services negotiated internally.

In addition to the items that make up the basket, this tool uses the exchange rate as a
reference. This indicator (as the price of hard currency), like the items that make up the
basket, has its own supply and demand dynamics that affect its value over time and, at
the same time, affect its price relative to that of other goods.

For example, if we were to review the matrix (in the last row or in the last column), we
would observe that most of the items that make up the basket have presented increases
higher than the exchange rate in the first four months of the year, but in different
magnitudes; thus, the rate at which goods under the "Restaurants and hotels" item
increased was 72.2% higher than that of the exchange rate, while that of "Clothing and
footwear" was only 3.5% higher. This suggests that the increase in dollar prices in the
country is also asymmetrical throughout the basket.

The asymmetry made more expensive.

The rising cost of living in dollars (or real exchange appreciation) is a topic of main interest
in the local economy, especially as the penetration of the use of that currency has
deepened nationwide - in June 2019 39.0% of transactions were in dollars and in March
2021 67.1%.
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For example, in January 2020, USD 184.7 was needed to buy the same basket of goods
as in January 2019, while in the same month of 2021, USD 203.9 was required. Thus, the
importance of monitoring the relationship of both indicators is irrigated within the national
collective ideology, especially as long as a "dollar increase in prices" is observed.

However, greater relative importance is usually given to the evolution of prices in the food
item. This is logical if we take into consideration that this item represents almost a third of
the Venezuelan representative consumption basket, but it could cause the perspective of
the evolution of the exchange rate indicator to be lost with respect to the rest of the items.

Rising of living cost in dollars by sector

—Foodstuff and non-alcoholic beverages ——Clothing and footwear —=Home services except telephone
—Health ——Transport ~——Communications
—Entertainment and culture - Restaurants and hotels ——NCPI Ecoanalitica (BCV methodology)

300.0

250.0

January 2020
N
o
o
o

=
o
o
o

[N
o
o
o

Index base 100

50.0

0.0

Jan-20
Jul-20

Feb-20
Mar-20
Apr-20
May-20
Jun-20
Aug-20
Sep-20
Oct-20
Nov-20
Dec-20

Jan-21
Feb-21
Mar-21

Apr-21

Sources: Localbitcoin and Ecoanalitica

Precisely, Food and Non-alcoholic Beverages and Transport are the items that show the
highest increase in dollar terms since January 2020, requiring USD 277.6 and USD 295.9,
respectively, in April 2021 to buy the same goods that in January 2020 could be bought
with USD 100. In the same reference period, for the national basket, this value was USD
147.8, much lower than that observed in these key items of the basket (they accumulate
43.0% of their total weight), which necessarily means that in the last year there have been
items whose value in dollars has not increased by the same magnitudes and some of
them have even become cheaper.

The latter is observed in the case of items such as "Clothing and Footwear" and "Leisure
and Culture”, which now require USD 42.2 and USD 51.1, respectively, to acquire the
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same goods as in January 2020. But, even if there are these marked differences between
items, it is not possible to draw conclusions that encompass all items that are considered
as goods and services. For example, in the case of the latter, while Education Services
showed the fourth most significant reduction of the components of the basket (seven of
the 13 items became cheaper in dollars in the last 15 months), Restaurants and Hotels
presented the third most significant increase.

Rising cost of living in dollars by sectors in 2019
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In fact, certain behaviors are not similar when compared to those of 2019. Although a
number of similar items showed a reduction in prices during the year (6 out of 13), the
magnitudes by which goods became more expensive in dollar terms were much higher
than those observed in 2020, especially in the case of Transport, where the dollar value
of the service at the end of 2019 was more than ten times higher than at the beginning of
that year.

The conclusion from reviewing the behavior in both years is that the relationship between
the exchange rate and the items that make up the basket of goods is special in each case,
all depending on their particular supply and demand dynamics, so it would be necessary
not only to monitor the evolution of the national price indicator with respect to the
exchange rate indicator, but also to review the same relationship in the sector of greatest
convenience for each agent.
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The habit of using the magnifying glass.

The purpose of this report was to shed light on an aspect to be considered in the national
economic dynamics that could have been ignored, because although we have already
reviewed the existence of the relationship between the exchange rate and national prices
and its impact on the daily aspects of the country, it was necessary to review in detail the
items that make up the basket. And indeed, not all items show a similar behavior, even
observing such different behaviors as items that have tripled their price in dollars in the
last 15 months and others that have been reduced by half.

This element to consider could be key in the financial planning of companies in a year in
which recovery is the key objective. Above all, taking into account that, from Ecoanalitica,
we expect the real exchange rate appreciation to persist and to unfold less aggressively,
to the point where a basket that cost USD 100 in December 2020 will cost USD 114 in
December 2021- in an identical exercise for 2020, the same basket cost USD 134.3 at
the end of 2020.

This result will come from inflationary dynamics that will be similar to those observed in
the last year, marked by the persistence of supply-side restrictions as a result of the
pandemic and the inevitable use of fiscal expenditure financing through monetary base
expansions. At the same time, the exchange rate is expected to maintain a similar path
(increasing at lower magnitudes than previously observed), but with greater volatility in
the indicator, especially as uncertainty persists due to the undefined stance of the
Executive regarding possible policies related to dollarization while trying to contain fiscal
spending and credit in bolivars to a minimum.

The relationship between the evolution of prices and the exchange rate leaves a
conclusion that we have already touched on previously: the dollar should not be the only
alternative to use in daily operations due to the context of rising prices that has been
observed in the last three years, and this is an exercise that should be carried out in all
sectors of the national economy.

Jhoan F. Castellano.
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Parallel Exchange Rate projections

Fundamentals of upgrades:

Given the technical difficulties in doing projections for the nominal exchange rate in a
hyperinflationary environment, commented on in previous reports, at Ecoanalitica we find
we are making adjustments to our prediction model. The results given in this report are
due to that process of adjustment and, for that reason, they show relatively significant
changes from our previous report.

Projections

Non-official exchange rate forecasts

Date Actual value Forecast range
* Low Medium High

2020M01 72,027 12,790 19,447 23,049 45,421 71,696 72,027
2020M02 73,251 16,682 25,366 30,063 59,243 75,158 93,947
2020M03 89,197 16,212 24,651 29,216 85,451 91,299 170,097
2020M04 175,225 21,176 32,198 38,161 92,962 119,253 237,964
2020M05 195,647 65,528 107,279 187,981 207,635 268,682 342,777
2020M06 205,571 77,180 151,499 196,612 225,913 241,724 391,502
2020M07 11,974 84,624 172,993 233,829 294,665 351,803 429,260
2020M08 341,279 108,285 223,192 317,513 365,428 449,143 522,311
2020M09 432,117 110,036 340,751 374,678 408,605 449,288 489,971
2020M10 505,483 115,887 215,215 351,970 488,724 525,269 643,814
2020M11 1,034,437 174,338 362,381 528,195 697,768 849,775 1,001,782
2020M12 1,072,790 295,285 580,294 1,128,906 1,430,167 1,811,823 2,952,848
2021M01 1,724,778 355,685 796,865 1,156,080 1,515,295 2,002,887 2,593,191
2021M02 1,916,295 936,107 1,356,411 1,776,714 2,429,531 3,009,805 3,744,428
2021M03 2,069,946 1,002,311 1,452,340 1,833,827 2,215,313 3,328,354 4,441,396
2021M04 2,661,545 1,672,220 2,423,031 2,627,365 2,831,699 3,675,711 4,519,723
2021M05 2,582,211 3,054,694 3,627,177 4,172,566

2021M06 2,187,905 3,068,642 3,949,378 4,531,864

2021M07 1,934,242 3,351,832 4,769,423 5,550,006

2021M08 1,854,151 4,024,849 6,195,546 7,464,619

2021M09 1,687,682 4,634,777 7,581,872 9,987,351

2021M10 1,550,067 5,459,032 9,367,998 13,564,061

2021M11 1,711,183 7,782,919 13,854,654 22,128,121

2021M12 1,336,956 8,673,645 16,010,334 26,813,101

Sources: BCV, Ecoanalitica and own calculations.
*End-of-month; otherwise, if indicated.
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Foreign Exchange Market Indicators

Exchange rates indicators

Exchange Rate Indicators

(VES/USD)
Apr-21 m/m (%) yly (%)
M2/IR* 203,317.0 56.1 1,697
RER** 5111,999.1 51.2 3,369
Money desks *** 2,746,151.8 46.7 3,293
WER (Consumers) 2,512552.0 37.7 3,065

Source: BCV, other Central Banks and Ecoanalitica
* End of month. ** Monthly average (Ecoanalitica). ***Last auction.

Annual exchange rates indicators

Exchange Rates (VES/USD)

Depreciation/ Real Depreciation/

2018 2019 2020 o -
Appreciation Appreciation
Public Sector ER* 70.8 10,584.0 371,303.3 -97.15 -79.99
Imports ER ! 1115 10,841.1 377,475.2 -97.13 -79.65
Real ER ° 3,754.0 151,121.0 1,855,226.8 -91.85 0.00
M2/IR ? 91.1 4,328.0 91,554.3 -95.27 -95.07

Sources: BCV and Ecoanalitica
1Annual average.  2Year ending.
*Information until November. Additionally, the calculations were made with the National Assembly's inflation.
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Foreign Currency Availability Indicators

International Reserves
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Extrabudgetary Funds
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Non-Financial Debt with the Private Sector

Deuda (parcial) no financiera en divisas - Sector Privado (MM USD)

2019 1T2020 272020 3T2020 2020 172021 Var. % (a/a) Var. % (t/t)

Cadivi - Importaciones no liquidadas 5,316 5,308 5,299 5,116 5,081 5,080 -4.3% 0.0%
Cadivi -Dividendos aprobados y no liquidados 200 200 200 198 197 197 -1.5% 0.0%
Cadivi -Renta y servicios* 1,087 1,084 1,082 1,080 1,036 1,035 -4.5% -0.1%
Empresas mixtas - Socias Pdvsa 9,306 9,046 9,016 9,006 9,006 9,714 7.4% 7.9%
Total 15,909 15,638 15,597 15,400 15,320 16,026 2.5% 4.6%

Fuente: Ecoanalitica
*Incluye deuda con aerolineas.

Monetary Indicators
Liquidity (M2)

Real liquidity expansion
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You should take into account

v For the last week of April, the parallel exchange rate was VES 2,784,899.43 and the
official exchange rate according to the BCV averaged VES 2,695,681.4. As for the
monthly average, this was approximately VES 2,492,244.8, while the official exchange
rate averaged VES 2,360,114.8.

v' The National Superintendence for the Defense of Socioeconomic Rights (Sundde)
made 1,429 price adjustments in April. These adjustments are due to non-compliance
with the prices set in the list of 27 products published by the national government and
due to non-compliance with the use of the official exchange rate of the BCV to carry
out transactions in foreign currency.

v' The International Monetary Fund (IMF) excluded Venezuela from a proposal to provide
USD 650 billion in Special Drawing Rights (SDRs) to be distributed to help
governments of emerging and low-income countries to face debt and liquidity
shortages due to the decrease in international reserves as a result of the pandemic.

v' On April 26, the Venezuelan Central Bank intervened in the exchange system by
injecting an unknown amount of Euros at a rate of VES 3,195,294.98. This would be
the fourth intervention made by the monetary authority in April.

v In the recent update of the misery index by the U.S. publication The National Review,
Venezuela ranked first among 156 countries for 2020 with a score of 3,827.6. These
results reflect a calculation that takes into account unemployment, inflation, bank
lending rate and gross domestic product (GDP) growth.

v" The consulting firm Aristimufio Herrera & Asociados reported that, for the first quarter
of this year, the 10 main banks in Venezuela captured 97.18% of the deposits made in
foreign currency.

v' The consultant affirms that, by March 2021, the local banking system closed VES
1,704,063,802,126, which would be equivalent to USD 865,857.8 according to the
official exchange rate at the end of March. Of this amount, Banco de Venezuela held
58.9% of the total, followed by Banco Nacional de Crédito (BNC) with 11.4% and Banco
Mercantil with 7.7%.

v The former Minister of Industry and Commerce, Tomas Socias Lopez, indicated that
remittances in Venezuela are expected to increase to USD 2.5 bilion as a
consequence of the Temporary Protected Status decreed by the U.S. Government,
which will benefit more than 300,000 Venezuelans.

v" President Nicolas Maduro decreed the increase of the minimum salary on May 1 to
VES 7 million, which represents an increase of 288.9% with respect to the previous
amount (VES 1.8 million). According to the BCV exchange rate as of May 12, the
updated minimum salary would be equivalent to USD 2.47 at the official exchange rate.
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v In addition, the amount of the food vouchers was increased to VES 3 million. As a result
of these changes, a worker who is a beneficiary of such bonuses now has a minimum
monthly integral income of approximately VES 10 million, or USD 3.53 at the official
exchange rate of May 12.

v' According to the Venezuelan Finance Observatory (OVF) of the National Assembly
belonging to the government of Juan Guaidd, economic activity increased 18.9% in the
first quarter of the year compared to the last quarter of 2020 and presented a drop of
33.7% with respect to the first quarter of 2021.

v' The director of the Center for Documentation and Social Analysis of the Venezuelan
Federation of Teachers (Cendas), Oscar Meza, informed that in April, the basic family
food basket increased 38% in price with respect to March and projects that the price
increase in May will be much higher.
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