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How do external shocks affect Latin America? A
theoretical review (1)

Recently, the U.S. Federal Reserve (Fed) released its domestic inflation figures for the
month of May (0.6%), which was an annual record above its target level (5%), in addition
to being one of the largest monthly price increases seen since 1992 and the largest
annual adjustment since mid-2008.

Many analysts, including a large part of the U.S. population, have been concerned about
this behavior, fearing that it is not temporary. Concerns seem to be heightened by recent
official employment reports, which have shown "more pessimistic" results than expected.
In that sense, there are fears of a return to the conditions of the 1970s?, when high
unemployment and inflation levels were recorded, and the Fed responded by raising its
interest rate much faster than planned.

This price increase is partly the result of the monetary stimulus policies implemented by
the Fed to face the economic crisis derived from the COVID-19 pandemic. These have
been based on reductions in the benchmark interest rate for the local market and on the
massive purchase of financial assets or Quantitative Easing (QE)?, a practice that has
been commonplace since the 2008 financial crisis.

1 Deposit Accounts. (2021). Federal Reserve, the Economy and CD Rate Forecast.
2 Chronicler. (2021). A Fed paper suggests it could tighten monetary policy.

k is forbidden the total or partial reproduction, publication and/or distribution of the content in this reponrt.
Detecting an information leak will cause the cancellation of the contract without any refund of the subscription.

@ecoanalitica Av. Blandin, C.C. Mata de Coco, piso 5, oficina 5-E, La Castellana, Caracas, 1060, Venezuela,
(+58 212) 266 9080 / Fax (+58 212) 266 5119 / RIF J-31130403-7

www.ecoanalitica.com




WEEKLY REPORT 7 Ecoanalitica

Year 17. Number 19. Week II

June 2021
Annual variation of the Consumer Price Index of the United States
(1991-2021)
5.0
4.0\ A
_ 30 L\ ~ P [\ A
: AVAWERIFA
X
) v Y l \/\/ \
1.0 /
0.0
-1.0
A N M < IO O~ 0 OO O d N M < 10O O 000 O d N M < I O~ 0 00 O -
2332333338358 88888888sccc38c8ac80o0928
™ o 1 H e+ H H -+ 4 NN N AN AN NN N NN N NN N NN NN NN NN

Year

Sources: U.S. Bureau of Labor Statistics y Ecoanalitica.

Despite this recurrent price rebound, Jerome Powell, Chairman of the Fed, has
maintained an appeasing speech, stating that such accelerations will be transitory and,
therefore, no major changes in the policy stance (i.e., maintaining the benchmark interest
rate) are being considered in the immediate future. Thus, it seems that the Fed will
tolerate, at least for a while, that the rise in prices in the U.S. economy exceeds the levels
desired by the issuing entity3, so that there will still be several months before the monetary
authority fully adjusts its actions to the new price environment.

In particular, the Fed seems to be relying on the rebound in domestic economic activity
throughout this year as a mechanism to slow the rise in prices, which will depend on the
pace of domestic vaccination, and its implications for the reopening of domestic activity
and the cessation of policy stimulus. However, future changes in the U.S. interest rate
remain a possibility if domestic prices continue to rise and other quantitative easing
actions are not sufficient to improve confidence in the dollar. If so, what will such actions
imply for the major economies of the Latin American region? Will commodities adjust to

3 Reuters. (2021). Pent-up demand, shortages fuel U.S. inflation. Reuters.
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these changes? How will they do so? In this first part of a special report, we will briefly
explain some of the mechanisms behind these questions.

Do all channels lead to Rome?

External shock refers to an unanticipated change in economic policies in large markets
(such as the US). As a large country (measured in terms of its share in the global economy
and trade), the actions taken by a country like the U.S. both domestically and externally
tend to affect the macroeconomic dynamics of less developed markets, including those
in the Latin American region. In this sense, on the one hand, there are multiple global
transmission channels (based on relationships between variables or economic spheres)
through which economic or regulatory shocks from that nation can have collateral effects
on other economies.

These impacts can be real (both supply and demand), monetary and by commaodity price
impacts. On the other hand, the propagation of U.S. actions to Latin America (or other
emerging regions) is different from the transmission of such events to other developed
countries, with the idiosyncrasies of the region coming into play in several aspects (as we
will see in the second part of this report).
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One of the most common mechanisms through which emerging economies are affected
by external market decisions comes from the relationship between foreign interest rates
and the domestic exchange rate (exchange rate channel). Starting from the condition of
"indifference" of any investor before the same asset in two different currencies given by
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the uncovered parity of interest rate*, the mechanism acts when, for example, Fed rate
hikes aimed at mitigating sudden changes in US inflation or correcting domestic monetary
imbalances, generate pressures for capital outflows from smaller markets to the US
economy.

This adjustment will cause the nominal exchange rate of these markets, ER (i.e. the value
of the domestic currency against the US dollar), to depreciate. If the emerging country's
inflation is slow to adjust upwards, such a reaction will make its local production more
competitive (cheaper) for the Americans (via an increase in the real ER), with a rise in
these countries' sales abroad and, therefore, in domestic production. However, to the
extent that local inflation depends on the dynamics of the ER (pass-through effect), it is
possible to observe greater upward pressures on prices in emerging markets after this
Fed’s adjustments.

On the other hand, there is the real or (real) interest rate channel, which ends up
adjusting the consumption decisions of advanced economies which, if not fully covered
by local production, must be mitigated by goods obtained through trade between these
and emerging economies. In this case, an increase in the Fed rate would lead to
reductions in local consumption (either because savings or the acquisition of financial
assets are favored, or because the cost of investment rises), which reduces domestic
demand and, with it, imports. If these imports come mostly from emerging countries
(exporters of raw materials), the initial rise in the rate would ultimately lead to lower
production in the United States' largest trading partners.

Another common channel in recent years, especially in the context of the use of QE, is
the wealth channel. In particular, Fed purchases of financial assets lead to a rise in their
prices (or an equivalent fall in rates, assuming that such prices report the present value
of future flows of that asset), raising the income (or wealth) of those holding such assets.
With greater wealth, Americans can demand more local and/or imported goods,
benefiting in the latter case the exporters of such goods (less developed markets).
However, as in the initial mechanism, such effects could result in higher inflation for
smaller economies as supply adjusts to higher local spending.

Fed rate adjustments also act in the real environment of emerging markets through their
effect on changes in international financing or risk-taking in global markets (credit
channel and risk-taking channel). In countries with poorly developed financial systems

4 The uncovered interest parity indicates that, in the absence of arbitrage, i = i* + E(e), i.e., a country's
domestic yields (i) are approximately equal to external yields, i*, (in this case, the Fed) plus the expected
variation of the ER, E(e) (in dollars per local currency). Thus, increases in local yields will force the ER to
adjust so that external rates are equal to the local rate, acting as a premium to the exchange rate risk
assumed by the investor when directing his resources to an asset with a depreciated currency.
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and a high stock of external debt, an increase in the Fed rate (triggering changes in the
structure of international rates) will raise the cost of foreign financing of these economies
and, therefore, in domestic consumption leveraged by such loans (see for example Rey,
20165).

On the other hand, in cases where emerging economies have external assets to offer as
collateral to their creditors, access to external credit may be reduced in the face of high
international rates, as the price of these assets is reduced (via the wealth channel).
Likewise, this fall in prices may increase the creditors' perception of risk on their holders
(in this case, emerging markets), which, in the end, will face a higher cost in the financing
they can obtain, limiting domestic consumption (risk-taking channel). Such actions
would depend on the level of information asymmetries between advanced and emerging
markets’ transactions.

Raw material for growth?

In addition to the mechanisms described above, the dependence of emerging markets on
commodity exports and consumption provides an additional means for changes in the
U.S. economy to affect the dynamics of these markets (particularly in Latin America).
Strictly speaking, the commodity channel would mean that, since commodities are
valued in dollars, changes in Fed rates that lead to a weaker dollar (depreciation of the
dollar/other currencies) would tend to make commodities more expensive, since they
would have to spend more resources to buy the same number of inputs). For net
commodity exporters, such actions would cause foreign inflows to those countries to rise,
contributing to a lower exchange rate in those economies, while for net importers it would
mean higher spending and current account deficits (and thus greater exchange rate
tensions).

A similar effect would occur on the real side, if the Fed rate cut that affects the value of
the dollar produces an expansion of domestic consumption (via the real interest rate
channel), including a higher consumption of commodities by the U.S. Given the
importance of commodities in the fiscal area among small countries, this could not only
cause increases in domestic production in emerging markets, but also contribute to
reduce their fiscal gap (or increase the deficit, if not), with implications in markets suffering
from recurrent price hikes. Works such as Wang and Chueh (2013) ®provide evidence
on the functioning of this channel.

5 Rey, H. (2016). International channels of transmission of monetary policy and the Mundellian trilemma.
IMF Economic Review, 64(1), 6-35.

6 Wang, Y. S., & Chueh, Y. L. (2013). Dynamic transmission effects between the interest rate, the US
dollar, and gold and crude oil prices. Economic Modelling, 30, 792-798.
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Dead end

Have some channels been more important than others? The evidence seems to favor
monetary channels. Particularly, Canova (2005) 7-and later other papers (Osterholm &
Zettelmeyer (2007) , ®Borrallo, Hernando & Vallés (2017) )- °offer some results that show
how real shocks (demand and supply) seem to generate non-significant fluctuations on
the output of foreign economies, but monetary shocks in the US do generate significant
responses in macroeconomic variables in Latin America. Part of this evidence also seems
to reveal that the reactions of Latin American economies are even greater than the
adjustments that U.S. macroeconomic variables themselves may have to changes in the
Fed's stance. These aspects will be examined again in the second part of this report.

Beyond assessing the importance of each mechanism, the multiple ways in which the
actions of advanced markets affect the rest of the world suggest that Latin America will
not be immune to the costs that the pandemic continues to impose globally. On the other
hand, although the aggressiveness of policy adjustments in the larger markets,
particularly in the US, may be mitigated by advances in vaccination at the international
level, the region still seems to reveal some critical points that may increase the scope of
such impacts. Thus, it will not only be the advance of COVID-19 in our continent, but also
other elements such as excessive external indebtedness and our marked dependence
on raw materials that will continue to make the pandemic a story with no end in sight for
the region.

Will Venezuela be oblivious to this? Nothing could be further from the truth. Despite our
de facto closure to trade with advanced economies, relations with other countries in the
region (and other emerging countries) will make many of the mechanisms mentioned here
operate in our country, particularly those affecting private import activity (our great lifeline)
and the global dynamics of commodities. Thus, the private sector operating in the country
whose activity is intensive in these aspects must prepare itself now for the new difficulties
associated with unexpected external changes, such as the temporary slowdown in the
supply of imported goods or changes in the cost of raw materials (including fuel).

Luis Arturo Barcenas
Corina Fung

7 Canova, F. (2015). The Transmission of US Shocks to Latin America.

8 Osterholm, P. and Zettelmeyer, J. (2007). The Effect of External Conditions on Growth in Latin America.
9 Borrallo, F., Hernando, J. and Vallés, J. (2017). The Effects of US Unconventional Monetary Policies in
Latin America.
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WEEKLY INDICATORS

Weekly Economic Indicators

Weekly chg. Depre/Apre

2nd Week June
%) (pp)*

FX Boards

3,112,479.2 0.2 0.2
(VES/IUSDY?

Weekly chg.  Annual chg.

4th Week May ®p) ©p)

Lending Interest

Rate (%) 56.9 -2.5 17.2

Weekly chg.  Annual chg.

1st Week June
(pp) (pp)

Overnight Interest

Rate (%) 1252 -3.2 5.9

1st Week June Weekly chg.  Annual chg.

(%) (%)
International
Reserves 6,249.0 1.0 -1.7
(USD Bn)
Weekly chg.  Annual chg.
4th Week May %) @)
Monetary
Liquidity 1,613,136,775.3 8.4 1,494.1
(MM VES)
Price of International Oil Baskets (USD/bl)
Weekly chg.  Annual chg.
1st Week June %) %)
WTI 68.7 3.9 158.7
Brent 70.7 3.0 158.9
Price of the Venezuelan oil basket (USD/bl)
Weekly chg.  Annual chg.
5th Week July %) %)
Weekly Average 224 0.0 -61.9
Annual Average 28.8 -0.7 -51.7

Sources: BCV, MENPET, ONT and Ecoanalitica
* Annual variation of accumulated expenditure.

* Depreciation (+)/Apreciation (-)
2 FX Borads' average exchange rate

k is forbidden the total or partial reproduction, publication andior distribution of the content in this report.
Detecting an information leak will cause the cancellation of the contract without any refund ofthe subscription.

@ecoanalitica Av. Blandin, C.C. Mata de Coco, piso 5, oficina 5-E, La Castellana, Caracas, 1060, Venezuela.
(+58 212) 266 9080 / Fax (+58 212) 266 5119 / RIF )-31130403-7

www.ecoanalitica.com




WEEKLY REPORT 7 Ecoanalitica

Year 17. Number 19. Week II
June 2021

CHART OF THE WEEK: “NO BRAKE IN SIGHT”.

Public debt on GDP (%)
m 2020 =2019
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(*) Average excluding Venezuela.
Sources: Trading Economics and Ecoanalitica.

In order to finance the stimulus programs needed to combat the recession caused by
COVID-19, several countries opted to finance their spending through increased
indebtedness. Although the public debt to GDP indicator may be illustrative of this, it
should be noted that there are countries with a considerably high ratio, but this is not
alarming for them, since their economies are sufficiently stable and dynamic to meet their
debt without destroying their domestic finances. Such is the case of Japan.

On the other hand, some Latin American economies have been affected in recent years
by lower macroeconomic dynamism, political instability and exposure to external shocks,
so that a comfortable coexistence with debt does not seem to be possible. Even so, with
little fiscal space and declining revenues due to the pandemic itself, it was necessary for
them to try to borrow as much as possible to cope with COVID-19.
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The Venezuelan case is even more serious. In 2017, the Venezuelan crisis was already
so deep that the country lost all access to financing through international financial
markets. This, together with international sanctions against various entities and actors of
the current government, caused the Executive to formally declare its inability to meet its
debt ("default”). Therefore, the ratio of public debt to GDP for Venezuela has increased
over the years, but not because the debt has grown, but because the economy has fallen
at a faster rate than this indebtedness (which is not being paid and, therefore, has
remained practically constant).

Strictly speaking, according to various estimates, the country's public debt stood at USD
130.4 billion for 2020, almost three times the size of the economy with a local production
level close to USD 53.4 billion, and with a notorious jump compared to what was seen in
2019. In regional terms, the Venezuelan public debt was 273.3% higher than the Latin
American average (76.7%) last year alone. The numbers do not lie: the country's
commitments seem to go like a car on a slope and without brakes, limiting even more the
options for the management of the local crisis.
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ECONOMIC TIPS

COVID-19 in Venezuela. According to governmental figures as of June 10, the country
accumulated 246,764 registered cases of coronavirus and 2,764 deaths. At the same
time, as of June 5, it is estimated that 11.0% of the population has received at least one
dose of some vaccine.

Unconfined against the pandemic. The week of June 6-13 was managed under the
format of relaxation of containment measures, in accordance with the "7+7" scheme with
which the national authorities have approached the pandemic. During this week,
containment measures were relaxed and all sectors of the economy maintained their
activity in compliance with the relevant biosecurity standards.

The first in the world (). The Russian pharmaceutical company Gerofarm informed that
it reached an agreement with the Venezuelan authorities to send 10 million doses of the
Russian vaccine against COVID-19, EpiVacCorona, which would make Venezuela the
first foreign country to start using it.

The first in the world (ll). Héctor Rodriguez, Minister of Information, added that a
contract was also signed with Gerofarm to produce the vaccine in the country. However,
he did not detail what would be the rate of production, where and when it will start.

Vaccination balance (l). The coordination personnel of the immunization center of the
Hotel Alba Caracas stated in Venezolana de Television that, as of June 1, more than
4,800 people had been immunized, attending 1,600 people per day. They assured that
the process will continue until December.

Vaccination balance (ll). Likewise, the Minister of Health, Carlos Alvarado, affirmed that
the mass inoculation of senior citizens began in 45 centers and on June 1 it will be
increased to 77 health centers or more if necessary.

At pre-pandemic levels... The Inter-American Development Bank (IDB) published its
report Estimates of Trade Trends in Latin America and the Caribbean, where it highlights
that the value of Latin American exports grew 8.9% year-on-year in the first quarter of
2021.

... with some new developments. According to the IDB, "Latin America has overcome
the recessionary commercial impact of the pandemic, although the economic indicators
still show a pattern of fragility”. The main drivers of this recovery were the increase in the
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prices of some export commodities, such as copper and oil, and China, whose imports
from Latin America rose 34.7% year-on-year in the first quarter of the year.

Back to trials. The Supreme Court of the United Kingdom, the highest judicial instance
in the country, will hear between July 19 and 21 the case of access to Venezuelan gold
deposited in the Bank of England, claimed by both the administration of President Nicolas
Maduro and the team of opposition leader Juan Guaido.

Moving towards the SEZs. José Vielma Mora, president of the Permanent Sub-
Commission of Productive Economy of the National Assembly, indicated that the National
Assembly elected last December 6 has 192 proposals regarding the Special Economic
Zones, among them the proposals of Fedecamaras and Fedeindustria.

Bonds and more bonds. The Patria system began the delivery of the "Guerra
Econdmica" (Economic War) bond between June 2 and June 5 and the delivery of the
"Tu cuentas por Venezuela" (You count for Venezuela) bond as from June 7. The amount
of the former is VES 3.16 million, and the latter is VES 2.8 million.

Money tables. For the second week of June, the average money desk rate was VES
3,112,479.2/USD, representing a 0.2% depreciation from the previous week.

Ligquid? Liquidity was VES 1,613,136,775.3 million for the week of June 11, a variation
of 8.4% in nominal terms with respect to the previous week and 1,494.1% with respect to
last year.

OIL TIPS

Crude oil in May (I). Venezuela's crude exports fell to approximately 593,600 barrels per
day (kb/d) in May, according to PDVSA and Refinitiv Eikon documents consulted by
Reuters. This represents a 14.5% decrease from April, but an increase of almost 28%
when comparing the figure with that recorded in May 2020.

Crude oil in May (ll). Despite the month-on-month drop in exports, an increase in extra
heavy crude production boosted PDVSA's total production level to 600 kb/d for the last
month. However, sources inside the state-owned company stated that Pdvsa was unable
to produce exportable blends due to the interruption of electricity and gas service and the
shortage of diluents.
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Crude oil in May (lIl). According to the same sources, approximately 75% of the total
exports in May sailed to Asia in mostly unknown tankers, which have become commercial
allies of PDVSA in the last year.

Via China (I). Cargo tracking specialist Vortexa Analytics estimated that, from April 2020
to April 2021, 90% of China's oil imports were Venezuelan heavy crude. As reported by
Reuters on June 4, China has bought the equivalent of USD 3.5 billion of Venezuelan
crude "relabeled as Malaysian fuel" in the last 12 months.

Shipments and gifts to Cuba. As to oil exports to Cuba, this increased in May from 54
kb/d to 67 kb/d with respect to April, as reported by Reuters. Additionally, union leader
Ivan Freites, representing the Asamblea Nacional de Trabajadores (National Assembly
of Workers), stated that the Venezuelan Government sent 160,000 barrels of diesel to
Cuba at a rate of VES 64 per liter of fuel and with an exoneration of the freight cost.

On behalf of PDVSA. The representative of the Refining Staff of PDVSA, José Vargas,
indicated that there are no plans for the Government to "request the importation of diesel
gasoline from Iran" and stated that the fuel currently being dispensed in the country is
locally produced. Vargas mentioned that "between 70,000 and 75,000 barrels per day are
produced for domestic consumption, between the 60,000 barrels from Cardén and the
15,000 barrels produced in the east of the country".

It is not time for farewells yet. The U.S. Treasury Department granted Chevron
Corporation, Baker Hughes Holdings, Halliburton and two other foreign companies a
license to operate in Venezuela until December 1, 2021. The license granted allows the
companies to continue or reduce limited and essential maintenance oil operations on their
infrastructure in the country.

Environmentalists vs. ExxonMobil (I). Guyana's constitutional court granted a hearing
to local representatives of Guyana's environmental movement in connection with their
petition to force ExxonMobil to cease its offshore oil production operations due to the
pollution caused by the gases emitted by its facilities.

Environmentalists vs. ExxonMobil (I1). The firm currently produces 100 kb/d of crude
oil in Guyana and seeks to increase production eightfold by 2025, even after being fined
USD 1.3 million by the local government and subjected to further restrictions under an
environmental license.

They were left hanging. State-owned refinery CRU, on the island of Curagao, reported
plans to auction 865,000 barrels of crude, bitumen and other derivatives to "settle part of
its claims against the local unit" that PDVSA held under a lease that expired at the end of

k is forbidden the total or partial reproduction, publication andior distribution of the content in this report.
Detecting an information leak will cause the cancellation of the contract without any refund ofthe subscription.

@ecoanalitica Av. Blandin, C.C. Mata de Coco, piso 5, oficina 5-E, La Castellana, Caracas, 1060, Venezuela.
(+58 212) 266 9080 / Fax (+58 212) 266 5119 / RIF J-31130403-7

www.ecoanalitica.com




WEEKLY REPORT 7 Ecoanalitica

Year 17. Number 19. Week II
June 2021

2019. CRU seeks to reactivate the plant that "was eroding under the weight of unpaid
debts and sanctions imposed by the U.S." according to Argus Media.

SECTORIAL TIPS

To take action on the matter. The Unidad de Informacion y Estadistica (Information and
Statistics Unit) of the Camara de Comercio de Maracaibo (Maracaibo Chamber of
Commerce) revealed that 95.0% of the employers are willing to finance the immunization
of their workers due to the delay in the acquisition of vaccines by the State.

69 days. The Ministry of Health extended the recommended application interval between
the first and second doses of Sputnik V from 21 days to 90 days, because the Russian
National Center of Epidemiology and Microbiology N.F. Gamaleya considers that this
decision has no impact on the effect of the drug; in fact, it considers that, "in some cases,
it will enhance and prolong it."

Optimism stands. Eduardo Pifiate, Minister of Education, reiterated that the return to
classrooms could materialize in October to start the new school year 2021-2022 thanks
to the massive vaccination process that has already begun. If conditions do not allow for
full attendance, the Minister hopes that at least a semi-presential regime can be adopted.

Even though they are extinct, they continue paying. Enrique Madureri, president of
the Camara Venezolana de Construccion (Venezuelan Chamber of Construction), stated
that the sector has practically disappeared and that the remaining companies are
currently paying prices for materials that are on average 50.0% higher than those in the
rest of the world.

Some against (l)... The president of the Chamber of Merchants, Industrialists and
Customs of La Guaira, Rusvel Gutiérrez, requested the elimination of one of the many
State regulations that affect Venezuelan importers: the "international concept" tax.

Some against (Il)... He also reported that the customs authorities charge EUR 100 per
container plus EUR 60 for the disinfection of each container, which Gutiérrez considers
"illegal”.

... And others in favor. The president of the Chamber of Commerce, Free Port and
Production of Nueva Esparta, José Gregorio Rodriguez, requested the Government to
evaluate the application of tariffs on some "non-priority” products.
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Waiting. The general secretary of the Fetrabanca (Federation of Banking and Related),
Claudio Rivas, assured that the banks are prepared to adapt their accounting systems to
a new monetary reconversion which is necessary for the banking entities.

New ways. The president of the Camara Venezolana de Comercio Electrénico
(Venezuelan Chamber of Electronic Commerce), Richard Ujueta, estimated that at least
2,000.0% of companies migrated to digital platforms to boost their sales. In other years,
the indexes showed 0.2% of commerce through this channel, since citizens preferred to
go to stores; however, with the pandemic, the story is different.

90% incomplete. The president of the Venezuelan Federation of Rice Producing
Organizations (Fevearroz), José Luis Pérez, stated that rice planting, which should have
started in April, is only 10% of the goal of planting 60,000 hectares due to the lack of
diesel oil.

"Pay for what is fair". The Capemiac (Chamber of Small and Medium Industrialists of
Carabobo) stated that the increase in the payment of tributes and taxes has been
"exorbitant”; It affirms that, if the companies are working under the 7+7 scheme, they
should not pay the full month. In the words of its president, Elizabeth Brandt, "It is not that
we refuse to pay, but it is paying for what is fair".

More than half of the country. According to the Observatorio Venezolano de Servicios
Publicos (Venezuelan Public Services Observatory), at the end of May, 65.5% of those
surveyed did not have access to Internet at home. The most affected cities are Punto
Fijo, with 79.5% of its population without access; Maracaibo, with 78.1%, and Porlamar
with 75.8%.

Not even a shadow of what we were. The Executive Director of the Consejo
Venezolano de Construccion Sostenible (Venezuelan Sustainable Construction Council)
pointed out that last year the country's forestry industry managed to plant only 2,000
hectares, which represents one twentieth of what was planted approximately 5 or 6 years
ago.

"Expropriate it!" its consequences. According to Asobarinas (the Association of Rural
Producers of Barinas), 710,130 hectares of productive land have been stripped from their
owners since 1998.

50% cut. The president of the Association of Pdvsa Retirees (AJIP), Héctor Villalobos,
denounced, in a meeting held with managers of the state-owned oil company, that they
were notified that the payment of pensions to retirees will be 2 petros per month,
equivalent to VES 349,579,421 or US$ 111.9 at the official rate of June 10.

k is forbidden the total or partial reproduction, publication andior distribution of the content in this report.
Detecting an information leak will cause the cancellation of the contract without any refund ofthe subscription.

@ecoanalitica Av. Blandin, C.C. Mata de Coco, piso 5, oficina 5-E, La Castellana, Caracas, 1060, Venezuela.
(+58212) 266 9080 / Fax (+58 212) 266 5119 / RIF J-31130403-7

www.ecoanalitica.com




WEEKLY REPORT 7 Ecoanalitica

Year 17. Number 19. Week II
June 2021

INTERNATIONAL TIPS

COVID-19 in the world. As of June 10, the World Health Organization (WHO) has
indicated that the number of COVID-19 cases reached 174,061995 and the number of
deaths was 3,758,560 by the same date. As of June 9, 2,154,075,098 doses of vaccine
against the disease have been administered worldwide.

They are working with what they have. A senior World Health Organization (WHO)
official commented that the organization cannot force China to release more information
on the origins of COVID-19 and added that the necessary studies will be proposed to
understand where the virus reached the "next level."

The global minimum tax (I). At the June 5 meeting of the finance ministers of the Group
of 7 (G-7) countries, a consensus was reached on support for a minimum tax rate of 15%
that could be levied on global corporations.

The global minimum tax (l). If this measure, proposed by the United States, were to
become effective, the world's major economies would be able to restrain transnational
corporations in their strategy of transferring profits and potential tax revenues to foreign
economies with lower tax rates.

Change of decision. The U.S. Supreme Court sides with President Joe Biden's
administration and refuses to allow immigrants who have been allowed to remain in the
U.S. on humanitarian grounds to opt to become permanent residents if they entered the
country illegally.

A major finding. The U.S. Food and Drug Administration (FDA) approved, on June 7,
the Alzheimer's treatment created by the laboratory Biogen Inc. The drugmaker has
claimed that the drug could slow the progression of the disease and plans to offer the
treatment for USD 56,000. Biogen Inc. is the first company to obtain FDA approval for
such treatments since 2003.

The euro inflated (I). The euro zone's year-on-year inflation rate reached 2% in May,
implying a deviation from the European Central Bank's monetary policy target of keeping
its inflation "below, but close to 2%".

The euro inflated (Il). However, the monetary authority expects the overall price level in
the region to decline, as current levels reflect a temporary shock from rising energy costs
that put pressure on inflation.
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They protect their own first. UK Health Secretary Matt Hancock reported that
vaccinating UK children against COVID-19 will take priority over donating vaccines to
other countries around the world.

Was it expected or is it a surprise? According to the count of the National Office of
Electoral Processes (ONPE, for its acronym in Spanish) as of June 10, candidate Pedro
Castillo leads the Peruvian elections with 50.2% of the votes, while candidate Keiko
Fujimori has 49.8% of the votes, a difference that does not exceed a few tenths of a
percent.

In the face of uncertainty. The price of the dollar in Peru reached a new all-time high on
June 8, amid a scenario full of doubts after the second round of elections. The exchange
rate was quoted at PEN 3.985 per dollar in the interbank market, a sharp rise of 1.21%
from PEN 3.937 at the close on June 7, according to Bloomberg data.

Momentary closure. The Lima Stock Exchange (BVL) momentarily suspended its
operations on June 7, after falling by more than 7.0% in its S&P/BVL Peru General index.

Electoral conclusions (I). The results of the mid-term elections held in Mexico reflected
the loss of the "Morena" party, supported by the ruling coalition, which aspired to obtain
the majority of seats in the Chamber of Deputies last June 7.

Electoral conclusions (ll). Although the race will end next week with the final
announcement of the results, the first count indicates that President Andrés Manuel
Lépez Obrador will not be able to pass legislative reforms of importance to his
government, unless they are approved by the right-wing majority that will make up the
aforementioned Mexican House of Representatives.

Better performance. The Mexican peso had three days of gains against the dollar and
ended this June 8 in its best position in almost five months, due to the rise in oil prices
and the lower risk perception about the country due to the electoral result. The national
currency closed at MXN 19.7 per US dollar, its best close since January 21 of this year.

New projections. On June 9, the Central Bank of Chile raised its growth forecast for the
local economy in 2021 to a range between 8.5% and 9.5%, a significant increase
compared to the range of 6.0% and 7.0% of the last estimate made in March. They also
informed that the technical minimum of the monetary policy rate remains at 0.5%.
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POLITICAL TIPS

New strains. Nicolas Maduro warned this June 6 that the British and Andean variants of
COVID-19 have already arrived in the country, as a consequence of the "bad
management of the pandemic in Colombia", where he assures they come from.

lllegal activities... The Venezuelan opposition lamented the destruction of more than
500 hectares of Canaima National Park, designated by Unesco as a World Heritage Site
in 1994. This destruction of the National Park is the result of illegal mining managed by
Maduro's own government.

... that hurt. World Heritage Watch (WHW) reported that between 500 and 700 hectares
have been destroyed in Canaima National Park, Bolivar State, as a result of gold mining
using "semi-mechanized" techniques and mercury, a highly toxic chemical element.

The affected (1). Last June 3, the shipment of 25 million vaccines donated by the United
States to countries in South America, Central America, Africa and Asia with "immediate
needs" began. Venezuela will not receive the donation because it lacks transparency in
the delivery of vaccines to the people who really need them.

The affected (Il). Nicolas Maduro criticized the US decision not to include Venezuela in
the list of countries to which it will send vaccines against COVID-19.

For health. A group of citizens protested last June 6 in Los Dos Caminos, Sucre
municipality, Miranda state, to demand vaccines against COVID-19 shortly after the
Government assured that it had immunized 11% of the population.

Visit confirmed. A delegation of the Inter-Parliamentary Union (IPU) will visit Venezuela
from June 21 to June 25, as confirmed by its Secretary General Martin Chungong in a
response to Juan Guaidd's invitation. The delegation expects to meet not only with Juan
Guaido, but also with members of the December 6 National Assembly.

Since early morning. Miguel Pizarro, commissioner for the United Nations, commented
on June 5 on the disorganization at the vaccination points in the country, where elderly
people and people with health conditions have been standing in long lines under the sun
or in the rain.

Disagreement. Carlos Millan, Venezuelan ambassador to Chile, appointed by the interim
presidency, rejected this June 7 the massive expulsion of Venezuelan migrants and
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requested that the authorities respect the due process to which these people should be
subjected.

Sincere opinions. The national coordinator of the ProCiudadanos movement, Leocenis
Garcia, stated in an interview on Venevision that many negotiation processes begin by
solving the problems of the population and end in free elections. Likewise, he emphasized
that this way is not short or immediate, but it is the only one that has worked throughout
history.

Contradictory. Venezuela rejected the "unilateral" decision of the Colombian
Government to open the border between both countries on June 1, after the Colombian
Government had informed on May 31 that it would maintain the border closure until
September. The Venezuelan Government qualifies this fact as a political distraction to
draw public attention away from the social protests the country has been experiencing for
more than a month.

In the midst of desperation (I). Forty Venezuelan organizations requested the United
Nations High Commissioner for Human Rights, Michelle Bachelet, to intervene in
Venezuela in view of the human rights violations registered in the midst of the COVID-19
vaccination, for which they denounce discrimination.

In the midst of despair (Il). Among the organizations are associations of doctors,
professors and dentists who asked Bachelet for her "indispensable intervention and good
offices” to make proposals to the Venezuelan State.
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