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Crude oil market

The COVID-19 pandemic was an unforeseen shock to the global oil industry, which
continues to suffer the aftermath today. Initially, the shutdown, a period during which most
people stayed at home and did not move, led to a 9.0% drop in demand for crude oilt
compared to last year, accompanied by a drop in prices as well.

Once economies began to reopen, both locally and internationally, the demand for crude
oil (and its price) began to rise. Prices have risen more than 10% month-on-month2 and
100% year-on-year3. Likewise, production has been recovering since the third quarter of
2020. From Ecoanalitica, in this report we seek to answer the following questions: How
has the oil environment behaved in recent months and how will it close 2021? How is
Venezuela in this regard?

Up, up and down?

After the sharp drop in international crude oil prices in April 2020, with a week-on-week
decline of up to 79.6%?*, these indicators have shown an upward trend. This expansion is
due to the recovery of oil activity and the reopening of commercial activities. Since then,
the Brent price has reached USD 84.98/bl for Brent>, its highest since 2018.

! According to OPEC figures.

2 WTI showed a variation of 13.7% between the price of September and October 2021, and Brent showed
avariation of 12.1% in the same period.

Both Brent and WTI showed year-on-year variations in the months of April, May and October 2021.

4 In the week of April 24th, 2020 for WTI.

®In the week of October 22", this year for Brent.
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However, the last three weeks have seen a decline in these indicators. What is affecting
crude oil prices? On the one hand, an increase in new cases of COVID-19 -which has led
to a lower demand for crude oil than seen in 3Q2021-, higher inflation in the US -which
makes buying crude oil more expensive for countries that trade in other currencies- and
a possible sustained increase in oil production. The higher production could be driven by
increases in OPEC countries' production compliance or even by an outflow of crude from
the U.S. Strategic Petroleum ReservesS.

Emergence of "new" problems

In its report for November’, OPEC reveals a lower demand for crude oil than expected
for the third quarter of the year, which was 97.9 mb/d, 44 kb/d less than expected. In this
sense, the recovery to pre-pandemic levels is delayed for 4Q2021 and the organization
is forced to correct its oil demand estimates for the last quarter of this year. It expects this

¢ The USStrategicPetroleumReserve is the emergency stockpile of crude oil created to reduce the impact

of oil supply disruptions so that the United States can meet its obligations under the international energy
program.

"OPEC. November 11th, 2021. OPEC Monthly Oil Market Report.
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to average 99.5 mb/d, adecrease of 330 kb/d from previously reported figures. This shifts
demand projections for the year to 96.4 mb/d.

Beyond the increase in energy prices, which has made it difficult to buy more oil8, the
drop in demand evidenced in the last quarter is mainly associated with China and India,
where there has been a spike in infections of the delta variant of COVID-19. India, for its
part, had up to 280 new cases per million inhabitants per day during May this year® and
although this country is overcoming this upturn, Europe is beginning to have massive
increases of the virus.
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500.0

400.0

300.0

200.0

Confrmed cases per million of people

100.0

0.0

30-Jan-20
20-Feb-20
12-Mar-20
2-Apr-20
23-Apr-20
14-May-20
4-Jun-20
25-Jun-20
16-Jul-20
6-Aug-20
27-Aug-20
17-Sep-20
8-Oct-20
29-Oct-20
19-Nov-20
10-Dec-20
31-Dec-20
21-Jan-21
11-Feb-21
4-Mar-21
25-Mar-21
15-Apr-21
6-May-21
27-May-21
17-Jun-21
8-Jul-21
29-Jul-21
19-Aug-21
9-Sep-21
30-Sep-21
21-Oct-21
11-Nov-21

Note: Data shows a 7 day moving average.
Sources: Our World in Data and Ecoanalitica.

The increase in cases has led several European nations to consider resuming isolation
measures, quarantine and even restrictions on international entry. Austria, being one of
the countries with the highest incidence of cases, has already started to impose mobility
restrictions again as in 2020, and to require vaccination cards for the entire population to
enter establishments. On the other hand, other countries such as Germany and the

8 Lawler, A. November 11th, 22021. OPEC says high prices to dampen pace of oil demand recovery.
Reuters.
° Our World in Data. Daily new confirmed COVID-19 cases per million people. 7-day rolling average.
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Netherlands are discussing the implementation of stricter measures to reduce the levels
of contagion?.

Seeking to offset demand

On the oil supply side, OPEC countries increased their production to a total of 26.9 mb/d
in the third quarter, according to secondary sources, up 5.4% from the previous quarter.
Outside the organization, oil-producing countries also boosted supply. Those that have
been key in supplying crude oil to the market have been Canada, Russia, China, Norway
and Brazil, and Guyana to a lesser extent. In fact, non-OPEC oil production exceeded
previous estimates with 63.6 mb/d in 3Q2021.

Also, as of last week (November 12th), US driling has increased for three consecutive
weeks, which also points to future expansions in crude supply!l. The current rig count is
the highest since March 27 of the previous year. As a result, production is expected to
rise even more for the remainder of the quarter.

Dark as oil...

Where does Venezuela stand in all this? The Venezuelan oil context is tied to its external
context. In this sense, as long as US sanctions remain in force, Venezuela will be forced
to continue operating in an opaque, reduced way and with high discounts on the price of
its crude in order to obtain or maintain clients. The latest figures for October reveal an
increase in production (756 kb/d in that month)12 thanks to the exchange with Iran that
allowed the acquisition of diluents to be able to produce, after having been stopped during
this third quarter.

10 Murphy, F. November 14th, 2021. Austria brings back COVID-19 lockdown, this time of the unvaccinated.
Reuters.

11 Baker Hughes. Rig Count Overview & Summary Count.

12 According to primary sources.
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Venezuelan oil production
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Sources: OPEC and Ecoanalitica.

This increase in production was also reflected in an expansion of exports, which reached
700 kb/d in Octoberl3, an increase of up to 73.1% over September, which in turn
represents the highest number since June this year. For exports to maintain this level in
November, it will be necessary for the shipment of diluents that is expected to arrive from
Iran this month; however, we do not believe that it will be enough to have higher levels of
crude production or exports in December.

The increase in crude oil prices has also benefited Venezuela, despite selling at deep
discounts (up to 30.0% in the case of Merey and 35.7% in the case of CPV); however,
the country will only be able to continue receiving higher revenues as long as prices
maintain their trend, which could be reversed with falls in demand or compensation for
more crude, and Venezuela is not forced to sell at even deeper discounts.

Corina Fung

B parraga, M. & Guanipa, M. November 2nd, 2021. Venezuela's oil exports bounce to over 700,000 bpd in
Oct - data. Reuters.
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WEEKLY INDICATORS

Weekly Economic Indicators
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GRAPHIC OF THE WEEK: “STERILE DOLLARS”.

BCV foreign currency sales vs. monetary impact of Public Sector
operations in Venezuelain USD

25

e FOreign currency sales to banks e====Source Monetary Base (PS) (*)

=1

February 2019

(*) Corresponds to the balance of the BCV's transactions with public entities.
Sources: BCV and Ecoanalitica.

The BCV continues to intervene with greater frequency and weight in the local exchange
market. In the last month, the issuing entity would sell twice as much foreign currency per
week as seen (on average) between 2020 and September 2021. Certainly, this has had
an impact on the internal quotation of the dollar in recent weeks, where the exchange rate
has not exceeded the threshold of VES/USD 4.5 in almost two months, except for what
was seen on the first day of implementation of the new monetary reconversion. Despite
the low amount of such interventions, the amount injected by the BCV exceeds what has
been supplied tothe market since the beginning of the pandemic, although it is not greater
than the volume given up by the BCV at the beginning of 2019, at the very beginning of
the Plan for Economic Recovery and Prosperity.

Now, what has caused the BCV to show a more or less aggressive stance on foreign
exchange? One answer can be found in the excess of bolivars generated by public sector
transactions (for example, when paying salaries or bonds). Thus, in the months in which
the balance of such operations (measured in dollars) increased, the flow of foreign
currency injected by the BCV tended to increase as well, adjusting even to the higher
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payments of the Executive in mid-2019. Beyond the limitations of comparing balances
(local currency supplied by public entities) with flows (foreign currency sales by the
issuing entity), the above seems to reveal the regulators' attempts to curb the generation
of bolivars by payments from the Executive and their impact on the exchange rate and
prices.

In other words, by selling foreign exchange, the BCV "sterilized" (reduced) the increased
flow of bolivars, so that they would not be used to purchase dollars and cause their price
to rise. However, in the context of scarcer foreign exchange earnings, this strategy entails
a greater risk for the Executive in the medium term, as it makes local exchange rate
stability dependent on resources that are increasingly difficult to find.
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ECONOMIC TIPS

COVID-19 in Venezuela. According to government figures as of November 17th, the
country has 420,500 registered cases of the coronavirus and 5,034 deaths. According to
OurWorldinData, as of November 5th, an estimated 48.3 percent of the population had
received at least one dose of vaccine.

Almost halfway through. On November 13th, the third batch of vaccines acquired
through the COVAX system arrived in the country. Specifically, there are 2,587,200 doses
of the vaccine produced by the Chinese laboratory Sinopharm. According to the World
Health Organization, Venezuela has received 5,875,200 doses out of a total of
12,068,000 doses purchased by the Venezuelan government.

A more austere Christmas (I). The World Trade Organization (WTO) released its Goods
Trade Barometer report. It indicates that after a recovery from the initial impact of the
pandemic, world merchandise trade is slowing down as a result of production and supply
disruptions in critical sectors that are leading to a contraction in import demand.

A more austere Christmas (ll). This panorama is combined with what Rusvel Gutiérrez,
president of the Chamber of Merchants, Industrialists and Customs of the state of La
Guaira, indicated that this year there are "few imports" of Christmas products, specifically
of finished products and consumer goods that are usually imported in significant
quantities for the Christmas holidays.

Financing for December. In a televised broadcast, Nicolas Maduro announced the
creation of the "17 productive engines”. He reported that, in the "Entrepreneurship
Engine", the first financing will be granted to entrepreneurs by the end of the year as part
of the figure of credits and special funds that were included in the Law for the Promotion
and Development of New Enterprises.

Boosting Bolivian-Venezuelan trade. The Vice Minister for Latin America of the
Venezuelan Foreign Ministry, Rander Pefia, held meetings with the Bolivian Ambassador,
Sebastian Michel, and members of the Bolivian-Venezuelan Chamber of Commerce,
where proposals to boost binational trade were discussed; however, the Venezuelan
Foreign Ministry did not report whether any agreement was reached.

Converging Inflations (I). The Venezuelan Finance Observatory published its October
consumer price index figures, which showed a month-to-month variation of 8.1% and an
accumulated variation of 576.3%. When analyzed by item, the highest monthly variations
were observed in Leisure (19.2%), Education (11.8%) and Transportation (11.3%).
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Converging Inflations (ll). On the other hand, the Central Bank of Venezuela published
its consumer price index for October, which had a month-to-month variation of 6.8%, a
cumulative variation of 574.4% and a year-to-year variation of 1,575.3%. Looking in detail,
the items that showed the highest monthly variation were Communication (23.4%),
Education Services (14.5%) and Household Equipment (10.9%).

Bonuses and more bonuses (l). The delivery of bonuses to public administration
workers began. The "Maxima Eficiencia", "Negro Primero", "Protectores de la salud" and
"Simén Rodriguez" bonuses corresponding to November were given through the Patria
system. The amount allocated for each bonus is VES 15.4 or USD 3.4 at the official
exchange rate of November 18.

Bonuses and more bonuses (ll). In addition, Nicolas Maduro announced that in addition
to all these transfers, a new bonus "Tu eres Patria" will be granted between November
12th and 20th. Its amount is still unknown, but it will be allocated through the Patria
system.

Pensioners plus Christmas bonus. The Venezuelan Social Security Institute informed
that the December pension and an additional month's Christmas bonus will be deposited.
The amount assigned for each month is VES 7 to total VES 14 or USD 3.09 as of
November 18th.

Money Tables. For the third week of November, the average money desk rate was VES
4.5/USD, representing a 1.0% appreciation from the previous week.

Liguid? Liquidity was VES 3,133.0 million for the week of November 5th, a change of
0.01% in nominal terms from the previous week and 780.2% from a year ago.

OIL TIPS

October production - primary sources. OPEC released the information gathered on
October oil production; according to primary sources, Venezuela produced 756 kb/d. This
figure represents a 16.3% increase over the previous month, when 650 kb/d was
produced.

October production - secondary sources. On the other hand, according to secondary
sources, Venezuela's production was 590 kb/d in October, which is equivalent to more
than 100 kb/d difference with that published by OPEC. Compared to the previous month,
this figure also represents an increase, but a smaller one, of 10.7%.
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Year-on-year. On a year-on-year basis, primary sources report a 59.8% growth in
production in October, while secondary sources report an expansion of 70.2%. Of all
OPEC countries, Venezuela is the country with the fourth lowest production, after
Equatorial Guinea, Gabon and Congo.

We help each other with sanctions. Reuters reports that this growth in production was
thanks to the shipments of diluents from Iran that allowed the reinforcement of production
in the Orinoco Oil Belt. These shipments of diluents are received in exchange for national
crude, an agreement that has benefited both nations sanctioned by the United States.

Effect on exports. This increase in production was reflected in higher exports for
October. Reuters reports that around 700 kb/d were exported this month, thanks to the
boost from diluents. This number implies a 76% change from the previous month. Apart
from Iran, data from state-owned PDVSA show that Cuba received a large part of these
barrels, with 66 kb/d in October.

Increasing like the others. Merey continues to be a crude that Venezuela produces to
keep certain customers, particularly on the Asian continent. In October, the price of Merey
averaged USD 62.72/bl, the highest it has ever been even before the pandemic. The
October price equates to a 14.1% gain from the previous month, according to OPEC. Like
the other crude oil price markers, it is on an upward trend.

Gasoline shortages affecting everyone. With the decline of gasoline smuggled from
Venezuela into Colombia, Colombian criminal gangs are looking to replace these supplies
by stealing fuel from pipelines, reported Reuters. Gasoline is a major component in
cocaine processing, so Colombian criminal gangs have been taking crude oil pipelines.

Theroles have been reversed. The crude is illegally obtained and refined in Colombia
and then smuggled across the border into Venezuela. The operating company Cenit, a
subsidiary of the Colombian state oil company Ecopetrol, determined that crude oil theft
at the Cano Limon-Covenas refinery, near the Venezuelan border, reached, in the first
half of 2021, an all-time high in six years.

Thefts in large quantities. Cenit figures indicate that about 3,299 barrels of crude oil
were stolen in Colombia as of June this year. This amount represents 1.7 kb/d more than
what was stolen in 2016. If compared to 2020, year for which a theft of 2,744 barrels is
estimated, 2021 presents a growth close to 20%.
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SECTORAL TIPS

It continues to be extended. As of Monday, November 15th, the sixth extension of the
"Update your vehicle" operation organized by the National Institute of Land Transportation
(INTT) began in all regional offices. According to the INTT's website, the sixth extension
is in compliance with Administrative Ruling 082 of 2021, published in Official Gazette
42.249 dated November 5th of this year.

Petare basket. Venezuelans have to pay USD 28.33, or VES 128.90 for eight products
of the food basket, according to the November 15th report of the Petare basket. This
represents a variation of 1.34% since last Monday, while in foreign currency it registered
a decrease of 0.22%, published on Twitter the economist and member of the Venezuelan
Observatory of Finance (OVF), Angel Alvarado.

Attracting tourists (I). Alberto Vieira, president of the National Federation of Hotels of
Venezuela (Fenahoven), reported that a significant number of hotels have begun to offer
packages with different attractions and promotions to take advantage of the extended
flexibilization.

Attracting tourists (Il). Vieira said he was convinced that they will improve occupancy
even more. Already in October it had risen to 34%, compared to 0% that had low activity
areas of the country.

Attracting tourists (lll). Likewise, he affirmed that they have participated in technical
discussion tables with tourism authorities and the Minister of Commerce on the new tool
for control, security and access to tourist sites. The representative of the Venezuelan
hotel sector said in an interview for Fedecamaras Radio that they are currently betting on
attracting national clients.

In order to report irregularities. The National Superintendence for the Defense of
Socioeconomic Rights (Sundde) installed points of attention in the main shopping centers
of Caracas by instruction of the National Executive. Any user who detects an irregularity
may report it to officials at each point, and a prosecutor will visit the store to address the
complaint.

A huge increase (l). Pedro Marin, president of the Chamber of Telecommunications
Services Companies (Casatel), denounced that subscription television companies in the
country must pay Cantv and Corpoelec high rates in dollars to install fiber optics.
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A huge increase (Il). In an interview with Unién Radio's Dos mas Dos program, Marin
explained that the companies have to go through underground conduits belonging to
Cantv or through poles belonging to Corpoelec to provide service.

A new support plan (I). The Decentralized Service of Standardization, Quality, Metrology
and Technical Regulations (Sencamer) launched on Monday, November 15th, the "Plan
of support and encouragement to entrepreneurs and artisans” that includes special rates
and reduction of administrative procedures to formalize processes, products and
services, in addition to the granting of quality seals.

A new support plan (II). The plan seeks to minimize waiting times and extend the validity
of registrations and certifications granted by Sencamer, an entity attached to the Ministry
of National Commerce, according to a press release. The Support and Promotion Plan
for Entrepreneurs and Artisans will establish a special rate of 50% of the regular cost of
the procedures for those who seek them for the first time.

The era began. In some bakeries in the country began to sell ham bread. In a tour that
was made in several bakeries, it was observed that the price varies between USD 9 and
USD 10; however, the type of dough used and the filling can influence its cost, since the
ham bread with puff pastry dough or cream cheese can be much more expensive.

To prevent speculation. The Minister for Trade, Eneida Laya, said that since last Friday,
November 12th, advance aday of inspection and control where they verify the complaints
of citizens on remarcaje of prices and disproportionate increases.

POLITICAL TIPS

Pleaded not guilty. Alex Saab appeared before the Federal Court of Miami and pleaded
not guilty to the money laundering charges against him. The Colombian businessman
allegedly diverted USD 350 million obtained through contracts with Chavez. The U.S.
justice dismissed seven charges against Saab due to the extradition agreement he
reached with Cape Verde.

No candidate... The National Electoral Council (CNE) confirmed that, although it received
and accepted the resignation of Carlos Ocariz as a candidate for the governorship of
Miranda, it did not approve the request for a change of card of the Democratic Unity Table
(MUD) in favor of David Uzcategui.
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..for being out of time (I). The president of the electoral entity, Pedro Calzadilla, clarified
that the withdrawals of candidacies that were received after the deadline were not
processed because they were untimely; therefore, the MUD card was left without a
candidate for the governorship of Miranda, although the representative of the opposition
for said position is the candidate of Fuerza Vecinal, David Uzcéategui.

...for being out of time (llI). The CNE also reported that it officialized 1,200 changes in
the nominations for the November 21st regional and local elections and that it continues
to process requests for modifications, although it clarified that these will not be reflected
in the voting machines or voting instruments.

...for being out of time (lll). The body recalled that, as established by the Organic Law
of Electoral Processes (Lopre), the votes in favor of a nomination that has been modified,
declined or joined another organization will be credited to the substitute candidate,
provided that they have made the change official on time.

Terrorist plan. The security forces of the Government of Nicolas Maduro neutralized a
terrorist plan that sought to affectthe regional and local elections on November 21st by
sabotaging the facilities of the CNE, reported the Minister of Interior and Justice, Remigio
Ceballos.

Request to Spain. Nicolas Maduro commented that the country's authorities will request
to Spain the extradition of the person who ordered the alleged plan to sabotage the
regional and local elections of November 21st and that his government has identified as
William Sanchez. In addition, Maduro reported that it will request an investigation and the
capture of Leopoldo Lépez as head of this terrorist group.

Accusations denied. The former political prisoners Leopoldo Lopez and Ivan Simonovis
dismissed the accusations that the Government of Nicolas Maduro made against them
by pointing them as masterminds of the attack against the deposits of the CNE.

Main carrier. The NGO Social Watch assured that China continues to be the main
supplier of weapons to Venezuela, after releasing a report on the acquisition and
incorporation of weapons and military equipment between 2017 and 2021.

Are they enough? (I). The CNE will set up 30,106 voting machines in 14,262 polling
stations for the regional and municipal elections of November 21st. This is 444 additional
machines to the 29,662 that were deployed in the 2020 parliamentary elections, but it is
still less than the 40,601 machines that the CNE had in the 2015 parliamentary elections.
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Arethey enough? (Il). International organizations, such as the Organization of American
States (OAS), recommend reducing the number of voters per polling station in a
pandemic, which implies increasing the total number of polling stations and voting
centers.

Are they enough? (Ill). The director of the Venezuelan Electoral Observatory (OEV),
Luis Lander, believes that this number of machines is "reasonable” considering that local
elections do not arouse as much enthusiasm in the electorate as national elections;
additionally, he points out that the distrust sown by the previous processes may increase
the abstention rate this year.
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