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Here is our monthly summary of recent economic developments in Venezuela:


During November, the dollar price recorded a 104 percent increase. This price reflects
the enormous public expenditure carried out during this last month, in advance of Christmas
Eve and the parliamentary elections, which took place on Dec. 6, 2020.



President Nicolás Maduro on Nov. 22, 2020, announced the continuous relaxation of quarantine
measures during the month of December. The festive climate that the government wishes to
foster will be accompanied by a vigorous public expenditure, despite the fact that the COVID-19
cases detected in Venezuela as of Dec. 10, 2020, were of 353 community outbreak cases
and 115 imported cases, raising the total number of infections to 105,852. In the context
of the continued flexibility announced by Maduro, it was determined that the land transportation
terminals were to begin operation for all interurban routes as of Nov. 30, 2020, with special
biosecurity measures to avoid large crowds and outbreak risks in the units.



Other relevant facts related to November, is that the domestic fixed income market reached
a new milestone that could start an accelerated growth phase that will ease this financial crisis
for companies in light of the limited access to bank credit. After six months of the approval
of the rules that regulate the issuance of securities denominated in foreign currency, on Nov. 20,
2020, Ron Santa Teresa became the first private company to be authorized by the National
Superintendency of Stock Exchange to issue US$300,000 in fully guaranteed commercial
papers.



More companies with export capacity are expected to join this initiative in the coming weeks.
The regulations establish that these instruments may be traded in bolivars soberanos or
charged to the foreign currency balance of the foreign currency accounts maintained in the
national banking system, known as Exchange Agreement No. 1 accounts. At the end of July,
the Exchange Agreement accounts had a balance equivalent to US$127 million, according
to the Superintendence of Banks.



Small and medium-sized enterprises (SMEs) are also strongly entering the local debt market.
Novaro Foods announced the public offering of 240 billion bolívares soberanos in commercial
papers (approximately US$230,000 at the end of November) due in three months, one week
after being the first company in this category to be authorized to issue 560 billion bolívares
soberanos in commercial papers. On the other hand, Topenca, a SME dedicated to the sale of
household products, was authorized recently to issue commercial papers in bolivares soberanos
for an amount equivalent to US$200,000 at the official exchange rate of said issuance date.



The placement of these instruments in the coming weeks will expand the size of this market,
which as of Nov. 20, 2020, had an outstanding balance of 1.2 billion bolívares soberanos
(approximately US$1.1 million) after trading an amount of 53.6 billion bolívares soberanos
(approximately US$54,000), 45 percent more than in the third week of November.
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As for the fuel situation, Reuters reported on Dec. 1, 2020, that the El Palito refinery was again
stopped "due to a problem with a valve that caused a fire," said one person who spoke on the
condition of anonymity. Neighbors of the refinery indicate that crude oil is being spilled on the
coast, near the processing plant in Puerto Cabello. Sources from the oil sector maintain that
it is not clear when the refinery will be reactivated, which together with Cardón, will maintain
an established production of around 100,000 barrels per day (BPD).



The instability of gasoline extraction is a priority problem for Petróleos de Venezuela, S.A.
(PDVSA) management, but they have been unable to find a way to sustainably reactivate the
two refineries that are capable of producing fuels. The government has officially stated that it
has a manageable inventory, but oil sector analysts speak of a different reality. So there could
be a new escalation of oil shortages in the short term.



SimpleTV, the Chilean operator of DirecTV in Venezuela, announced the offers of its different
packages, which will raise the prices of these services redefining the market. It's too early
to see the impact that they will have on demand. After negotiations with the National
Telecommunications Commission (CONATEL), ScaleGroup issued four plans: two that are
charged in bolivars at theoretically accessible prices, but will be pressured by the devaluation,
and two offered in U.S. dollars, that in an introductory offer will be due in 30 days. The cost
is US$16.70 and US$28.77, but their actual prices will be US$20.88 and US$41.76. The
agreement reached between SimpleTV and CONATEL may create a precedent that allows
the existence of tariff schemes in various currencies for other services, such as telephone
and internet.

Learn more about our Venezuela Focus Team.
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