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Economic "adjustment": When much changes and yet
looks the same

After seven years of contraction and now entering its eighth year, it is foreseeable that
the expectations internalized by civil society regarding the performance of the
Venezuelan economy are not positive. Within this framework, economic agents have not
clearly perceived whether the authorities have strategies to respond to this situation,
much less if they can reactivate the productive apparatus.

Part of this opacity is explained by prolonged periods of political inertia on the part of the
Executive between 2014 and 2018, when a combination of ideological rigidity, limited
political capital and internal resistance from interest groups prevented the implementation
of major reforms, despite repeated® warnings from leading national economists? about
the unsustainability of economic policies that had been dragging on since 2005.

In an environment where "policies changed or politicians changed", the idea was
popularized that economic stabilization would not be achieved, much less a structural
adjustment program would be implemented, if there were no substantial changes in the
composition of the Executive. For such reason, the dimensions of the adjustments
adopted by the Venezuelan Government since 2019 have not yet been adequately
internalized.

Public opinion has oscillated in its appreciation of the measures. At one extreme they
qualify the changes as inconsequential; at the other they assume that the Venezuelan
State is making a substantial shift towards a "Chinese model" of economic openness. The
reality is a bit more complex, both in the nature and extent of the changes, the motivations
behind them and the scope they may have.

1 National Academy of Economic Sciences. (2013). Conclusions of the colloquium on economic policy:
Times of change.

2 ProDaVinci. (2018). Communiqué of the National Academy of Economic Sciences in view of the crisis in
Venezuela.
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Changes in the Venezuelan economic environment that motivate reform

The economic depression has not only meant a reduction in the size of the Venezuelan
economy, but also in its composition and value generation axes. Between the close of
2013 and 2020, oil activity contracted 71.6% in real terms, construction 97.2% and
manufacturing 90.6%. The result is a deindustrialization process where the remaining
economic activity is of little depth and the value chains are concentrated in service
activities without much capacity to provide large-scale employment.

GDP Growth by Economic Activity (2000-2020)
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With the contraction of productive activity, the Venezuelan state's capacity to intervene in
the economy on a large scale also declined. Following the evolutionary cycle typical of
The Macroeconomics of Populism3, the range of policies adopted between 2004 and
2012 to deepen the role of the State in the economy through nationalizations, controls
and consumption subsidies was built on high levels of public spending that became
unsustainable once Venezuela was excluded from international financial markets, after
sextupling its external debt between 2006 and 2016 and the combined effect of falling
production and oil prices considerably reduced its foreign currency cash flow.

8 Dornbusch, R., Edwards, S. (1990). The macroeconomics of populism in Latin America. Fondo de Cultura
Econdémica.
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Faced with the collapse of both oil and non-oil tax revenues, the State opted to cover its
fiscal deficit with monetary issuance, which in a recessionary environment would lead to
a hyperinflationary path in 2017, which would accelerate exponentially in 2018. The
worsening of the crisis at the local and external levels, beyond the financial, technical and
logistical maneuvering range of the Executive, motivated the latter to readapt its economic
participation strategy in order to ensure its political future.

Since the first quarter of 2019, the Executive has moved from the role of "entrepreneur”
to that of "manager" as a resizing of the extent of its participation in economic activity. In
essence, the State maintains normative and regulatory primacy, but cedes space to
private actors to participate with greater flexibility both in the areas of their preference and
in those in which the authorities have ceased to provide coverage.

This creates niches of activity where the dynamism of the Venezuelan economy is
concentrated, while at the same time imperfect substitutes emerge to cover gaps in the
provision of services. To summarize, we can frame the main actions of the Executive in
the following areas.

Relaxing exchange and price control policy

The legal framework of controls applied by the Venezuelan State since 2003 is still
technically in place, since neither the Organic Law on Costs and Fair Prices (2014) nor
the Law on Sovereign Supply and Agreed Prices (2017) have been repealed. However,
their effective enforcement has been reduced to selective audits* with rhetorical
undertones rather than executed on a large scale.

The government has allowed greater flexibility in setting and updating prices, extending
to tariffs that it itself had directly controlled, such as fuel. This translates into a price
correction of a wide range of items that had been lagging behind general prices; among
them are Transportation, Communications, Health, and Clothing and footwear.
Additionally, since March 2019 it has allowed a convergence between official and
unofficial foreign exchange rates; effectively leaving them to freely float.

40n April 27, 2020, the Executive launched the National Control Plan to regulate food prices, together with
temporary occupations and the application of supervised sales.
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Inflation (%) from february 2019

ltem Ecoanalitica BCV

Food and non-alcoholic beverages 348,314.9 113,526.4
Alcoholic beverages and tabacco 83,128.5 118,502.1
Dress and footwear 11,782.0 226,197.0
Rental housing 14,877.0 105,951.1
Housing services except telephone 573,902.7 114,433.8
Household equipment 14,152.1 191,702.0
Health 229,611.8 412,654.6
Transportation 1,227,834.5  235,730.3
Communication 61,829.7 301,547.9
Recreation and culture 95,444.2 173,417.4
Education services 19,887.7 117,998.2
Restaurants and hotels 822,615.3 170,945.2
Diverse goods and services 33,633.1 198,794.3
General inflation 161,641.4 146,379.8

Cumulative inflation between the end of january 2019 and january 2021

Source: Ecoanalitica.
Facilitate imports (opening of ports)

Given the erosion of local production chains, the Executive's alternative to keep the
domestic market supplied has been to resort to imports; this strategy expanded strongly
between 2001 and 2018 and, as a result, the public sector went from occupying 11.0% to
81.0% of total imports.

With the fall in its foreign exchange earnings and the imposition of international sanctions,
the Executive has exempted a wide range of goods® from import taxes; this has allowed
the private sector to take advantage of a conjuncture of exchange rate appreciation (or
relative cheapening of the dollar) to keep the total level of imports stable, which saw an
average fall of 81.1% from 2015 to 2019.

5 Decree 4,412 (December 29, 2020), which covers more than 3,400 goods.
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Quarterly Imports

12,000.0
10,000.0 |- - -
8,0000 [ft-J-- - -

o)

0

2 60000 [-W-B-B------m

s

=
4000 H-B-B-B-0-B B -ow- BB
20000 FfRE-B-B-B- -0 BB BB BB um-

0.0
n n [T9) [T9) © © © © ~ ~ ~ N~ [ce) [ce) [ee} oe} [« [« (<] [} o o o *
- - — - — — - - - — o o - - - — - - - — N N N (=]
O O O O O O O © ©O O O O O O O O © O o o 6 oo o «
N N N N N N N N N N N N N N N N N N N N N N N (=]
0 Q0QQ0 Q00000000 QQC0OCQC0CC0CC S
- N o™ < — N (2] < — N (32} < - N [0} < - N [32] <t - N (92} =4
*Estimates.

Sources: International Monetary Fund, Trademap, UN Comtrade and Ecoanalitica

Transfer of asset management and public companies to private players

With the decree of the Anti-Blockade Law®, the Executive Branch formalizes its ability to
discretionally allow cooperation with third parties from the private sector in the
administration, management and operation of public assets and companies and, at the
same time, to open participation in economic areas over which the Venezuelan State
reserves exclusivity. These agreements’ have the objectives of reducing the fiscal burden
of maintaining such operations and increasing their efficiency in order to recover
productive levels or, at least, stop their decline; the oil sector is the highest priority.

Allow extended use of foreign currencies for local transactions
In contrast to periods in which the authorities were discursively hostile to the incidence of

the U.S. dollar in the priorities of local economic agents, since 2019 the Executive has
adopted a more flexible stance, although not without inconsistencies, by allowing the

6 Ecoanalitica. (2020). Weekly Report N° 36: Anti-blocking law: Little perestroika and no glasnost.
7 Even before the passage of the Anti-Blockade Law, PDVSA had already ceded part of its oil field
operations to its partners in cooperatives and other foreign and private sector firms.
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spontaneous adoption of foreign currency by the citizenry to face the loss of monetary
utility of the bolivar due to the hyperinflationary episode.

The authorities, for their part, have progressively adopted references indexed to the
exchange rate in tax® and tariff codes and, at the same time, authorize certain instruments
and transactions in foreign currency. Although the complete displacement of the bolivar
is not within its objectives, the central government is adjusting to the fact that the partial
dollarization of the Venezuelan economy is profound and practically irreversible in the
long term.

Agreements with key stakeholders

In order to consolidate the minimum support required to maintain administrative continuity
in an environment of economic and diplomatic isolation, the Executive has sought to
maintain the support of key actors. Externally, China and Russia stand out as the main
financial benefactors and facilitators of oil exports, Iran to procure fuel supplies and
Turkey to triangulate gold operations.

Domestically, the Executive accommodates partial agreements with segments of the
business community and civil society, actors with whom in the past interaction was
antagonistic, to stabilize local economic activity and address certain aspects of the
humanitarian emergency. Although these arrangements do not provide corrections to
structural problems, the benefit of maintaining operations is the best alternative to the
definitive closure of activities, especially when the probabilities of substantial political
change in the short and medium term remain remote.

Why did they do it?

The Executive's actions do not correspond to a macroeconomic stabilization program or
to structural reforms sufficient to recover the economy's growth path. Neither is it a
substantial change in the way in which economic policy is conceived or executed. The
adjustment carried out by the Venezuelan government is more congruent with a set of
adaptations forced by adverse conditions that forced it to resize its scope. In the following,
we will address the adaptations that stand out.

State collapse

The depreciation of productive capital, the depletion of financial capital and the migration
of human capital lead to a significant reduction in the territorial extension of state services.

8 Ecoanalitica. (2020). Weekly Report N° 05: Tax reform amid dollarization
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The State does not have the technical or logistical capacity to maintain the supply of
water, electricity, transportation, citizen security and administrative services on the scale
seen in 2012 and 2013; therefore, it concentrates resources in the most politically
sensitive metropolitan areas and leaves the rest of the spaces without coverage to be
occupied by the private sector or local actors in a more decentralized manner.

Range to withstand the crisis

The collapse of the State is intrinsically linked to the shrinking fiscal space available to
the Executive to implement a countercyclical policy, a situation that precedes the COVID-
19 pandemic. Despite the persistent reduction in the size of the economy, the relative
size of public spending has contracted more rapidly, falling from 50.1% of gross domestic
product in 2014 to 14.3% in 2020.

Tax Expenditures and Revenues as a proportion of GDP
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Role of sanctions

One of the most significant external shocks to the government's strategy has been the
imposition of international sanctions on the Venezuelan public sector. Specifically, the
financial sanctions in 2017 and those on the oil sector in 2019. The sanctions in
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themselves are not the cause of the productive contraction experienced by the
Venezuelan economy, but they burst into the flow of foreign currency of the Executive

and limit its range of maneuver to smooth downward trends and to feed income
distribution schemes.

Monthly Oil Production
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Political survival

Underlying all other conditions, the administration's primary objective is to maximize the
likelihood of prolonging its tenure at the helm of the executive branch. The adjustments
listed above are consistent with the preservation of the stability and cohesion of the ruling
coalition as the main consideration. From this point of view, the "pragmatism” of the
authorities obeys an instinct of preservation of their political model adapted to the new
reality of a diminished effective capacity.

Consequences and results

The net effect of these changes is a reconfiguration of the country's most salient economic
and social dynamics, where the Venezuelan government continues to predominate in the
political sphere, but its degree of intervention in the sphere in which other agents operate
is comparatively less than in the past. Households and firms, at least at the economic
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level, have relatively fewer restrictions, but must navigate on their own without state
support in a materially impoverished environment.

Economic dynamics

The Venezuelan economic structure "stabilizes in the ditch" and effectively acquires one
of the poorest and most unproductive profiles in the region. Economic dynamism is
concentrated in a few specific niches that may register growth in the coming years. The
private sector has a relatively larger negotiating space in relation to the Executive given
the latter's symbiotic need to maintain local stability.

However, the avenues of liberalization remain insufficient to bring about outcomes similar
to the "materially prosperous authoritarianism™" of China and other developing countries.
The absence of state capacity and limited avenues for developing sophisticated,
internationally competitive sectors restrict the scale of potential growth.

Currently, the institutional conditions are not in place to access multilateral assistance or
attract significant foreign investment, nor the resources to stimulate the productive
apparatus; therefore, a substantial economic recovery remains distant.

Social dynamics

As a result of this economic trend, an equilibrium is formed where significant portions of
citizens are left without state support and find themselves unable to fully engage in
economic activities with little room to offer formal employment or generate added value.

A generalized expansion of poverty is consolidating with considerable humanitarian
challenges; and the institutional response is limited to providing partial palliatives in the
face of the practical impossibility of being able to reverse this condition without external
assistance.

Giorgio Cunto.
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WEEKLY INDICATORS

Weekly Economic Indicators

Weekly chg.  Depre/Apre

1st Week March
(%) (Pp)*

FX Boards

1,865,046.29 23 2.3
(VES/USD)?

Weekly chg.  Annual chg.

2nd Week February D) ©p)

Lending Interest

Rate (%) 40.0 0.1 11.2

Weekly chg.  Annual chg.

1st Week M h
st veek Mare Pp) )

Overnight Interest

Rate (%) 138.1 -295.4 10.8

4th Week February Weekly chg.  Annual chg.

(%) (%)
International
Reserves 6.267 0.4 -8.7
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Monetary
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Price of International Oil Baskets (USD/bl)
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WTI 62.3 3.8 1133
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Weekly Average 224 0.0 -61.9
Annual Average 28.8 -0.7 -51.7

Sources: BCV, MENPET, ONT and Ecoanalitica
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2 FX Borads' average exchange rate
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CHART OF THE WEEK: “QUARANTINE COMMISSIONS”.

Income/expense structure of the Venezuelan banking system
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In recent years, banks have faced considerable limitations in the generation of income.
In addition to the impact that the high reserve requirements have had on lending activity
since 2019, local banks have shown a strong increase in their operating expenses, in the
same period, due to the effects that hyperinflation has had on the minimum
disbursements that they must make in their daily operations, adversely affecting their
profits.

In this sense, the commissions charged by local entities for the additional services they
offer (account movements, fees for the use of points of sale or for electronic payments,
among others) have emerged as the main means of accumulating income, further
distancing them from their traditional lending activity. With the advent of transactional
dollarization, the weight of these fees became even more important for some of the local
banks, which oriented their business towards capturing a larger fraction of the foreign
currency in cash currently circulating in the country by offering new deposits, charging a
commission for this, given the impossibility (for the time being) of using such resources
to grant financing in that currency.

However, in the last year, the latest official figures reveal that, despite the greater boom
in such foreign currency deposits during the past year, the cessation of operations
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following the arrival of the new virus in the country caused banks to generate less non-
interest income than seen in 2019, a fact enhanced by the lower increase in bolivar
deposits derived from the Executive's tax cuts. Fewer transactions meant fewer bank
account movements or less use of points of sale, causing such a decrease in these
commissions.

Nevertheless, the banking sector found a new breathing space thanks to the contraction
of its expenses due to the temporary closure of banking agencies and the employment of
personnel under rotating schemes (in addition to the "slight" recovery of its financial
income with the new exchange rate indexation of loans). In spite of this, the strong
vulnerabilities of Venezuelan banks associated with their high exposure to non-financial
tariffs in the midst of a strongly repressive regulatory framework cannot be ignored. Thus,
as long as the quarantine lasts and official measures regarding local credit are
maintained, domestic banks will continue to act as other "victims" of the pandemic.
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ECONOMIC TIPS

COVID-19 in Venezuela. According to government figures as of March 4, the number of
positive cases of coronavirus reached 140,383 and the number of deaths was 1,358.

Partially unconfined... For the week of March 1 to 8, all the states of the country were
managed with flexible confinement, under the 7+7 plus scheme, as indicated by Nicolas
Maduro. In this period, the activity of the different sectors was developed with less strict
restrictions than in the weeks of radical confinement, some mobility of citizens and a
reduced capacity were allowed.

Rethinking tariff policies... Nicolds Maduro asked the new National Assembly (NA) to
review the current tariff policy in order to modify it in favor of production and to replace
imports "in this stage of economic war" that has taken root in the country.

...and the "re-promulgation” of the special economic zones. Likewise, the Executive
demanded the NA to take advantage of the re-promulgation of the special economic
zones in March, when the discussion on the regulatory framework of the economic
sectors will be resumed.

Making official the multi-currency and digital environment (I). Nicolas Maduro
announced, without giving details, the beginning of the circulation of the "digital bolivar"
and recalled the possibility of having foreign currency accounts in national banks.

Making official the multi-currency and digital environment (ll). The President
explained that foreign currencies will be formally annexed to the Venezuelan economy.
In this sense, he mentioned that "We have an economy of resistance that has been
based, that has found its escape, in the economy of foreign currencies. That is why |
authorized the opening of accounts in convertible currencies”.

Favoring imports. Official Gazette No. 452,706, dated February 24, 2021, modifies the
customs limit for the exoneration of taxes on products acquired in the free zone of the
Paraguana Peninsula and in the free port of Margarita Island, when the value of the
merchandise as a whole does not exceed a value in national currency equivalent to three
thousand (3,000) tax units.

Not even the sky is the limit (I). According to CENDA, Center of Documentation and
Analysis for Workers, the basic basket of food, goods and services for the family group
had a cost of VES 629,228,835.18 in January 2021, presenting an inter-monthly variation
of 73.28%, higher than last month's figure which reached 48.9%.
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Not even the sky is the limit (Il). According to CENDA, the minimum wage has a
purchasing power of 0.38% of the food basket, which placed it at historic lows in January
of this year. In other words, a family requires 524 minimum wages to be able to cover the
basket. Specifically, housing and health were the items that showed the highest month-
over-month increases, of 158.5% and 88.0%, respectively.

Right and left. The president of Banco de Venezuela, José Morales, announced in an
interview that the institution will allow payroll accounts in dollars. In detail, Morales
indicated that "It will allow the payment of payrolls with back up in their accounts in foreign
currency, make payments for services and obtain greater benefits for our clients with a
real time transaction”.

Bonds and more bonds. The Government began the delivery of several bonuses
corresponding to March, the amounts of which are still unknown. Among them are the
"Hogares de la patria" bonus, the "José Gregorio Hernandez" bonus for persons with
disabilities, the "humanized childbirth" bonus and the "breastfeeding” bonus.

Money tables. For the week of March 5, the average money desk rate was VES
1,865,046.3/USD. This represents a 2.3% depreciation from last week.

OIL TIPS

Export rebound (I). According to Refinitiv Eikon data, Venezuela's oil exports rose in
February to 732,107 b/d, its highest level in ten months, thanks to higher sales of fuel oil
cargoes to new clients in Asian markets.

Export rebound (Il). According to PDVSA documents obtained by Reuters, a series of
"ghost clients" have been added to the Venezuelan state-owned company's sales. These
have been steadily increasing their demand for Venezuelan oil since October, when they
bought around 123,000 b/d, so that in February this figure rose to 568,200 b/d, which
represents three quarters of the country's total exports in the period.

While others walk away. India recorded no imports of Venezuelan crude oil in January
for the second consecutive month due to the ban on oil-for-fuel swaps as part of sanctions
by the U.S. government's Office of Foreign Assets Control (OFAC). This compares with
411,500 b/d of Venezuelan oil arriving at Indian ports in January 2020.
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Expert comments. In an interview, the former director of PDVSA, José Toro Hardy,
stated that a "silent privatization" is taking place in the distribution of gasoline in the
country. The economist indicated that "between investments and expenses, the oil
industry would require a sum in the order of USD 25,000 million per year for 8 or 10 years
to reach a production level of 3 million barrels per day".

Negotiating leads to Teheran (I). According to Reuters, PDVSA is sending jet fuel to
Iran in exchange for gasoline imports as part of a swap agreement agreed between the
Venezuelan oil company and the National Iranian Oil Company (NIOC).

Negotiating leads to Tehran (ll). Reuters sources at NIOC indicated that the swaps are
part of the gasoline payments invaded by Iran to Venezuela since last year, and that this
swap may extend over a long period of time by using the same tankers that transport the
gasoline (some subject to sanctions) and not involving third parties that may be subject
to U.S. sanctions.

Full steam ahead. In a research paper by MarineTraffic, it is evident how tanker sailing
speed responds to variations in the profitability of their operations, which in turn respond
to the price of crude oil. This report shows how tanker throughput speed declined in 2020
and is beginning to re-emerge in 2021 due to higher crude oil prices per barrel.

Emergency (I). Mexico's Federal Electricity Commission resorted to emergency imports
of liquid natural gas (LNG) after the U.S. state of Texas suspended its shipments to
Mexico due to the cold snap it suffered at the end of February.

Emergency (Il). The Singaporean oil company Trafigura, one of the companies that
managed to offer LNG to Mexico, managed to divert tankers full of LNG bound for Asia
and mobilize unsold cargoes anchored off the coast of the Gulf of Mexico.

Expensive came cheap. Mexican President Andrés Manuel Lopez Obrador indicated
that Mexico ended up paying less for the LNG it purchased than it would have paid for
imports through pipelines in the midst of rising gas prices in the United States.

Aiming for a transition. The state-owned oil companies of Brazil (Petrobras) and
Colombia (Ecopetrol) are beginning to focus on gas to adjust to the energy transition.
Juan Manuel Rojas, corporate vice president of Strategy and Development at Ecopetrol
explained that "We are increasing the share of gas in the global portfolio from 20% to
35% by the end of 2030."

SECTORIAL TIPS
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Our difficulties to consume (I). The National Council of Commerce and Services
(Consecomercio) published, last February 24, the figures corresponding to the variation
of food prices for January 2021. According to the Central Bank of Venezuela (BCV),
inflation reached 46.6%.

Our difficulties to consume (ll). The information presented by the president of
Consecomercio, Felipe Capozzolo, reveals that the average variation of food prices was
46.7% and, at the end of the same month, the variation was 65.9%.

Our difficulties to consume (lll). Capozzolo assured that "the big knot is on the side of
the people who find it very difficult to consume”. He also emphasized the importance of
the existence of guilds for the individual company to be able to face the economic situation
in society and to defend the interests of the sector.

Deficit of protection for health personnel. The union representative of hospitals and
clinics in Caracas, Mauro Zambrano, reported that the deficit of supplies for the physical
protection of health personnel, such as masks and gloves, and of cleaning materials, such
as chlorine, exceeds 50.0%. Zambrano also highlighted the increase in the number of
resignations of health personnel due to the low remuneration they receive.

Transiting and risking their lives (1). The lack of maintenance of buses in Guayana has
reached such a point that in the last six months two workers from Venalum and one from
Bauxilum have died, according to Correo del Caroni.

Transiting and risking their lives (ll). According to a leader of the Venalum
Professionals Union, Angel Brito, the rigorous inspections that were previously carried
out daily and in each of the three shifts of the day are no longer being performed.

Sidor workers continue their protest. Approximately 400 workers of Siderargica del
Orinoco (Sidor) again blocked Angosturita Avenue on Friday, February 26, in response
to the failure of the Government to attend to the five claims presented in the same month
regarding the reinstatement of their jobs and the need for a better salary.

Coffee growing in decline (I). Dioleigdy Paez, representative of the Venezuelan
Confederation of Agricultural Producers Associations (Fedeagro), stated that coffee
production in 2020 was barely enough to supply 21.0% of domestic consumers.

Coffee growing in decline (Il). The spokeswoman Paez pointed out that the lack of
financing for the sector makes it impossible for farmers to cover production costs and
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access to cultivation resources. Paez estimates that the investment currently required to
grow coffee on one hectare is USD 5,000, making production costs difficult to meet at a
price of approximately USD 100 to USD 120 per quintal.

Free of charge until further notice. On March 1, the sale of the first 170,000 smart cards
to use the Caracas Metro began. The vice-president of the Metro Family, Alberto Vivas,
announced that for the time being the exit and entrance to the subway will continue to be
free "until further notice".

Teachers vaccinated. On February 28, Nicolas Maduro stated that the vaccination
process of the country's teaching personnel will be carried out in March in order to start
classes nationwide in April. He also explained that the return to classrooms will be subject
to strict biosecurity measures and in accordance with the quarantine in radical weeks.

Goodbye, Commerzbank. Commerzbank, the German private bank, has announced the
closure of its branch in Barcelona, Spain, which operated as the Bank's representative
office in Venezuela. This move is one of several to close subsidiaries in the Americas and
Europe, as Commerzbank seeks to concentrate its activities in Asia.

INTERNATIONAL TIPS

Mass vaccination. the UK Government celebrated this February 28th that more than 20
million Britons, representing 30.3% of the country's population, received their first dose
of the vaccine against the coronavirus. The Prime Minister, Boris Johnson, is betting on
mass vaccination to overcome the health crisis.

Only one dose. The U.S. Food and Drug Administration (FDA) cleared Johnson &
Johnson's COVID-19 vaccine for emergency use. It is the third immunizer to get the green
light in the country, being a single dose that can be kept in a refrigerator.

After leaving the White House. Donald Trump spoke at the Conservative Political Action
Conference. It was his first public intervention after the change of U.S. president.

Running for president again? Trump, at the annual meeting of the Conservative
Political Action Committee, does not rule out running again for the US presidency in 2024,
but declared that he will not create a new political party. In his speech, he insists that
there was electoral fraud but did not present evidence about it.
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Nuclear Deal (I). Britain, France and Germany are pressing ahead with a plan formally
known as the U.S.-backed Joint Comprehensive Plan of Action (JCPOA) to reach a U.N.
International Atomic Energy Agency (IAEA) board resolution criticizing Iran for curbing
cooperation with the agency.

Nuclear Deal (Il). At the same time, Iran mentioned that the US should lift sanctions first
if it wants to hold talks with Tehran to save the 2015 nuclear deal with world powers that
former President Donald Trump abandoned.

Medium term. China's Premier Li Kegiang will deliver the 2021 work report this Friday.
On the same day, the 14th five-year plan, a 2021-2025 plan that aims to make China a
"high-income" nation by 2025 through rapid reforms to make the economy more
innovative, will also be launched.

Uncertainty about the prize (I). The Nobel Peace Prize received 329 nominations, 234
are for individuals and 95 for organizations, making it the third year with the highest
number of nominations. So far, the record is 2016 with of 376 candidates.

Uncertainty about the prize (Il). "It reflects a lot of international interest in the Nobel
Peace Prize, it probably also reflects that there are unresolved conflicts, wars and human
rights problems in the world," said Norwegian Olav Njoelstand, secretary of the Nobel
committee.

They remain closed. The closure of land and river border crossings in Colombia is
extended for three months to mitigate the spread of COVID-19. However, exceptions to
this measure were established, including cargo transportation, sanitary emergencies and
acts of God or force majeure.

Will an agreement be reached? (). Mikhail Gorbachev, the last leader of the Soviet
Union, called on the presidents of Russia and the United States, Vladimir Putin and Joe
Biden, to talk and discuss nuclear arms reduction and international security.

Will an agreement be reached? (llI). Gorbachev said that experience shows that "it is
necessary to meet and come to agreements” without taking offense at the counterpart.
"The important thing is to avoid nuclear war, and if this problem, which cannot be solved
alone, is to be avoided, it is necessary to meet and worry together" he added.

First bombing. The United States carried out the first military operation in Syria
authorized by the Biden administration. The US country bombed alleged pro-Iranian
militia positions in Syria, the first attack ordered by the President since he came to power.
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Everything brings consequences (I). "Syria condemns in the most energetic terms the
U.S. aggression against its sovereignty, which goes against international laws and warns
that this aggression will bring consequences,” the Syrian Foreign Ministry said in a
statement released by that nation's official agency.

Everything has consequences (Il). He also called on the US to change its "aggressive
strategy" against the Arab country and to stop violating its sovereignty. He accused them
of supporting armed terrorist groups that attack Syria, its people and infrastructure.

A new passport? (I). European Union leaders are discussing the creation of a "green
pass" that would be issued to anyone who has already received the COVID-19 vaccine.
Several countries are already in favor of applying such a passport throughout Europe.

A new passport? (Il). Austrian Chancellor Sebastian Kurz and Bulgarian Prime Minister
Boyko Borissov agree and called for "green passports" to be issued to allow Europeans
who have been vaccinated to travel and socialize. "We want to get back to normal as
quickly as possible, get our old lives back and have maximum freedom," Kurz tweeted.

POLITICAL TIPS

Let it get moving. Republican U.S. Congressmen asked Joe Biden's administration to
expedite the "Deferred Enforcement Departure” (DED) rules, which would be an
immigration relief to stop the deportation of Venezuelan immigrants.

Inconsistency. The Government Comptroller, Elvis Amoroso, disqualified 28 deputies of
the National Assembly elected in 2015 -including Juan Guaido- for not complying with the
Sworn Statement of Assets.

Spanish cooperation (I). Spain's Minister of Foreign Affairs, Arancha Gonzéalez Laya,
held talks with senior officials of lvan Duque's government in Cucuta and acknowledged
its "enormous generosity" in welcoming millions of Venezuelan migrants.

Spanish cooperation (llI). Gonzélez was also briefed in detail on how the work of the
Special Jurisdiction for Peace (JEP) is progressing and signed the bilateral Country
Partnership Framework (MAP) agreement. The latter will donate EUR 120 million to
Colombia for the implementation of the Temporary Protection Statute for Venezuelan
Migrants (ETPV) and other issues.
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He did not take it well. The Venezuelan President described the meeting between the
Colombian and Spanish authorities as an aggression, for which he requested to initiate a
thorough review of the relations with Spain at all levels. He reiterated that Venezuela will
respond forcefully to any aggression: "We have warned Spain in advance, enough is
enough"”.

The tension does not end. The Spanish Government summoned to a meeting the
Chargé d'Affaires of the Venezuelan Government in Madrid, Mauricio Rodriguez
Gelferstein, to analyze the expulsion of the delegate of the European Union in Caracas
and the statements criticizing the visit of the Spanish Foreign Minister to Colombia.

Sacred meeting. Pope Francis received Cardinal Baltazar Porras in a private audience
to discuss Venezuelan issues and finalize details about the beatification of Dr. José
Gregorio Hernandez, as reported on the Twitter account of the Archdiocese of Caracas.

Does the Essequibo matter...? The Foreign Ministry of Nicolas Maduro issued a
statement in which it reaffirmed its non-recognition of the jurisdiction of the International
Court of Justice (ICJ) in the hearings convened to study the territorial dispute of the
Essequibo and the validity of the 1899 Award.

... Of course it is. Williams Davila, deputy and president of the Joint Committee of the
National Assembly for the Defense of the sovereignty of the Essequibo and the Atlantic
Coast, expressed his rejection of said communiqué and urged the Government to attend
to present the elements that support the legitimate, historical and irrefutable titles that
Venezuela has over the territory.

More threats. The Minister of Defense of the Venezuelan Government, Vladimir Padrino
Lopez, assured that Venezuela will denounce before the United Nations Organization
alleged attempts by Colombia to disable the country's armament and indicated that "If
they violate Venezuelan sovereignty, they will find us there, and | don't know how far we
can go".

Retaliation (I). The European Union declared the head of the Venezuelan mission to the
Community bloc, Claudia Salerno, persona non grata, after the administration of Nicolas
Maduro expelled - for having approved sanctions against 19 officials linked to Maduro's
regime - the ambassador of the European community, Isabel Brilhante.

Retaliation (I1). The multilateral organization, which until now had limited itself to publicly
condemning the December 6 elections, their outcome and calling for a dialogue between
the regime and the opposition in order to hold free elections, does not rule out adopting
new measures against the country.
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Pointing out irregularities. The United Nations High Commissioner for Human Rights,
Michelle Bachelet, expressed her concern over the irregular expulsion of Venezuelan
migrants and refugees seeking to settle in countries in the region without due assessment
of their protection needs.

Creating global awareness. The President of Colombia, Ilvan Duque, after the worldwide
recognition he has obtained thanks to the granting of a temporary stay status for
Venezuelan migrants, requested the international community to mobilize resources to
assist them and urged to maintain the diplomatic siege so that democracy returns to
Venezuela.

No to abstention. Through a letter, a group of writers and journalists asked Juan Guaido
to accept the responsibility of "giving a decisive and positive turnaround to the current
situation in which the Venezuelan democratic opposition finds itself", leading the
participation of the opposition in the regional and mayoral elections.
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