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. PRESENTATION

The year 2000 marked the end of a century and a millennium, beginning a new erain the
future of mankind. Thisisa propitious occason to make some reflections on what has taken place,
the accumulated experiences, the recognized consequences and the opportunities to address our
route.

At the end of the century and the millennium, undoubtedly significant and dmaost unheeard-of
changes can be seen in every sphere: palitical, economic, socid, culturd, ethica, environmentd.
A United Nations report identifies the great trends affecting a sgnificant portion of the world: the
spread of liberd democracy, the emphasis on market forces, advocacy of integration of the world
economy, transformations of the production systemsand labor markets, rapid technological changes,
the revolution in the communications media, and consumerism. While these processes would seem
to operate independently as factors in human progress, they are actualy molded by politica forces.

Inthe political sphere, amultilateral process side-by-sdewith the concentration of power on
aplanetary scaleisamost afait accompli. Thisisaccompanied by aworld order that is fractured,
rather than integrated from the point of view of developing regions. Such aworld order engenders
contact among al nations, but a the same time maintains deep fissures among different groups of
countries and the socid groups within each country, and, of course, amarked asymmetry among the
regions, to the detriment of the less developed ones. Among other trends, it features rapid growth
and globalization of financia markets stimulated by the technologica revolution and the opening of
markets, transformations of trading patterns in favor of services and manufactured products with
high technological content, ashift toward the Pacific as atrade-growth area, proliferation of regiona
trade agreements, and an increasein trade among the subsidiaries of transnational companies. Atthe
indtitutiond levd, thishas been accompanied by the creetion of the World Trade Organization (WTO),
which complements the International Monetary Fund, the World Bank, the Organization for Eco-
nomic Cooperation and Development (OECD) and the Trilatera Commission as supervisory orga
nizations.

All this trandates into the persstence of inequalities, which are on the upswing. Thereisa
growing North-South imbal ance between indudtridized and devel oping countries, increased inequality




of income and opportunities either on rich or poor countries, and findly, the growing ingahility of the
internationa economic and financid system.

Inthe socia sphere, thereisa contrast between the low growth and aging of the populations
of rich countries and the rdlatively high population growth in poor countries. Asaresult, thereisan
expangon of socia demand — for food, education, housing and health services— in poor countries
and margina areas of rich countries. Unemployment, for instance, assumes specid characteridics.
in poor countries, thereisachallenge to increase labor productivity and at the same time absorb the
growing number of young people entering the labor market. By contrast, rich countries are dedling
with structura changes in the patterns of employment, as well as the expansion of socid excluson
that is growing in al countries by reason of gender, ethnicity, age, poverty and education.

In environmenta meatters, there is a greater awareness of the problems related to pollution
and sustainable use of resources, under conditionsthat threaten sustainability of the environment and
suitable use of resources. Theresult is poverty in the Southern countries and excessive consumption
in the North.

Culture and ethics, religious and spiritua vaues are considered important in spite of the
advocacy of individuaism and itsrdated trends. We may see phenomenasuch asasurge of religious
fundamentalism asastimulant to political, socid and even economic action. Conflict may arise from
a growing trend toward culturd homogenization, as a result of globdization. At the same time,
however, increased importance is accorded to mora and ethica mattersrelated to equity and human
rights.

With respect to governance, there are critica problemsin al countries, particularly in terms
of representation versus efficiency, to the extent that socid demands exceed the capacities of indtitu-
tions. All thisistaking placein spite of the expanson of pluraism and forma democracy, aswel as
relatively greater popular participation, and it cals for aredefinition of the roles of the public sector,
the private sector and the citizenry. Moreover, the problems of governance worsen asaresult of the
socid consequences of economic reforms, especialy when they are decided upon in the absence of
theindispensable consensus. For thisreason, attentionto socid capital and indtitutiona devel opment
take on greater importance every day.




Inthisinventory of fracturesin the globa order, specid mention must be made of the singular
growth of information, which has put the spotlight on science and technology and has given rise to
what is known as “the information society.” Given the sysemic nature of technologica research,
there is a requirement for greater quantity and diversity of inputs, grester specidization and more
information technology. At the same time, this promotes excessive, cumulative inequality between
industrialized and underdevel oped economies, which lack the scientific and technological capacity to
ded with the economic, socid, paliticd, cultura, and environmentd chalenges aswdl asthe “infor-
mation society” itsdlf. Thisisof particular concern to developing countries that are producers and
exporters of ail, given the change of the technica/economic paradigm from intensive use of fossl
energy to intendve use of information, whose key factor is the microchip.

In the light of the factors noted, it is evident that the trend of the globa society indicates
worrying imbalances, and great disparities, privations and shortages for the mgority of the inhabit-
ants of the planet. This occurs within an internationa politica order that lacks democratic support.
Far from contributing to the resolution of such problems; it heightens them, and, to a great extent, it
isrespongblefor them. Infact, therules of the gamewithin theworld economy create the conditions
for maintenance of inequdlities, to the extent that they strengthen the differences and exclusons
insofar as the dominant centers make disproportionate use of resources.

Inthisregard, it isappropriated to quote the statement of [Rubens Ricupero,] ‘the Secretary
Generd of the [U.N.] Conference on Trade and Development (UNCTAD): “Two big global eco-
nomic forces of the day are competing for the world' s attention. On the one hand, the promise of a
new economy underpinned by information and communication technologies is exciting policy mak-
ers, including those from the world's poorest countries. On the other hand, growing ingtability and
uncertainty linked to globdization hasleft policy makers deeply worried about theimpact of financia
shocks on growth prospects.... The vulnerability of developing countries to any policy shiftsin the
magor industriaized countries will depend on their current state of health. The reactivation, stronger
than expected in some of the economies badly affected by the crisis, offer a measure of hope.
However, with persstent biases and asymmetries in the trading system, and structura uncertainty
and volaility continuing to characterize the financia system; thus, growth in many countries remains
beholden to unstable capita flows. The pace of recovery of East ASaover the past year has been

1 El Nacional, 25-11-2000.




encouraging. However, the fact that neither the depth of the crisis nor the speed of recovery was
anticipated even by those responsible for policy should caution againgt excessve exuberance ...”

“Exports are unlikely to continue at the recent pace,” added Ricupero, “ and public deficits
and debt have been on the rise in most countries serioudy hit by the criss. Since premature fiscal
tightening could stifle growth, fiscal consolidation needsto wait until private demand takesthelead in
growth. But this process may be delayed because of persistent unemployment and the existence of
excess cgpacity in many branches of indudtry...”. “Findly, the recovery has so far been supported
by highly favorable conditions in the world economy, which are susceptible to change. A sharp
dowdown in the United States and deterioration in globd financia conditions could be particularly
damaging. A fundamenta lesson of the financid criss is surdly that excessve reliance on foreign
resources and markets leaves growth prospects vulnerable to externa shocks. In an increasngly
interdependent globa financid and trading system, it isclear that trust in market forces and monetary
policies done will not be sufficient. Increasing internationa cooperation and diaogue are needed if
thefull potentia of the new technol ogiesto bridge the growing gap between therich and poor isto be
redized.”

Thus, a the end of millennium, we are suffering from misguided globd development, as
indicated by its distinguishing festures of domination, imbalances and asymmetry in North/South
relaions. It hasthrown thematerid and spiritud sidesout of baance, no longer making human beings
the focus of srategy and palitics. It has widened to the bresking point the growing deficit of the
human component of today’ s societies, which have been dragged into the suicidal position of turning
money into an absolutevaue. 1nsum, let human beings be restored to being citizens and members of
communities, both locd and nationd, as wel as members of the human race, and, beyond that,
connected to future generations.

Thisisthe inspiration and aspiration of the Bolivarian Republic of Venezuda The develop-
ment of the Venezuelan economy has been marked, like that of developing economies, by the mis-
guidance of the globa economy. This is the reason the Bolivarian Condtitution places emphasis on
“human development.” The United Nations Development Programme defines it as the process of
broadening peopl€e srange of options, providing them with greater opportunitiesfor education, medica
sarvices, income and employment. It embraces the full range of options for dl humanity, from a
physica environment kept in good condition to economic and political freedom.




“The country’s economic trend in 2000 benefited from the higher level of growth experienced by the world economy, and
particularly, from the strength of world demand for energy and its effects on the recovery of prices for the main crude oil
indicators??

This concept, broad and complete, includes al options for humanity and expands the dia-
logue on development, which ceases to be a debate limited to the means (growth of gross nationa
product), to become a debate focusing on the ultimate ends. Human devel opment is concerned with
cregtion of economic growth and its distribution, both with basic necessities and the complete spec-
trum of human aspirations. Itisingpired by asociety’ slong-term objectives. It designsdevelopment
around people, not people around devel opment.

Given this concept, the Bolivarian Condtitution gives meaning to the objectives of economic
activity. Increasesin capita and economic growth ceaseto be endsin themsalves, in order to aim for
agod based on the basic needs of Venezudansto live, grow and achieve fulfillment. In thisway, the
objective of the economy isto servelife and to foster development worthy of dl human beings. The
point of departure is the congderation of the socia aspects integrated into a complex system of
interrel ationshipsthat providesbas ¢ services (education, hedth, basic sanitation and housing), eradi-
cates poverty and promotes employment. All these factors are insgparably linked with economic,
ingitutional and legd conditionsin Venezuda

In ascenario of fractures and misguided devel opment, the V enezuelan economy continuesto
develop under conditions of weskness and dependency. However, in quantitativeterms, the country’s
economic trend in 2000 benefited from the higher level of growth experienced by theworld economy,
and particularly, from the strength of world demand for energy and its effects on the recovery of
prices for the main crude ail indicators.

For Venezuel a, the change became evident in astrong rebound of the average price of the ol
export basket and an increase in volumes of production and export of crude ail, with the resulting
favorable impact on fisca and foreign trade accounts. Along with further development of fiscd,
monetary and foreign exchange policiesamed a growth and price sability, these factors stimulated
a recovery of economic activity and enabled the government to maintain the inflation rate on the
target path set at the beginning of the year.

A study of the main results shows that, in red terms, the Gross Domestic Product (GDP)
grew 3.2% compared to the prior year. This increase reflected the recovery of both oil activity
(3.4%), and the non-ail sector, which grew 2.7%. This performance wasfostered in turn by domes-




k¢ In 2000, monetary and exchange-rate policies were designed to reduce the inflation rate. The Central Bank’s inflation-fighting
measures were fundamentally based on using the exchange rate as a nominal anchor for prices within the existing band
2
system

tic aggregated demand, which showed significant recovery during the year (5.8%), supported by
government spending and agradual decreasein interest rates.

Mesasured by fluctuations in the consumer price index, the inflation rate dowed subgtantialy
from an annualized rate of 20% in December 1999 to 14.2% in November 2000, which made it
possible to forecast that as of year-end, inflation would be below the target set for 2000 (between
15.0% and 17%).

In the externd sector, the subgtantia improvement in the terms of trade aong with an in-
crease in export volume set up the factors that led to a surplus in both the current account and the
overdl baance of payments. These surpluses more than offset an increase in imports brought about
by economic activity and the net transfer of funds required for service of the foreign debt. All this
alowed a significant accumulation of internationa reserves, which amounted to US$ 21.647 hillion,
including the Macroeconomic Stabilization Fund [Fondo de Inversion para la Estabilizacion
Macroecondmica] (FIEM), which is equivaent to 16 months of imports.

The financia system maintained stable development during the year, favored by the eco-
nomic recovery and the decreasein interest rates, which led to agrowth of credit activity and depos-
its. However, adecreaseinindicators of capital adequacy and debt was observed. Also notablewas
the merger activity among banking inditutions, which sought to achieve grester financid srength,
repostioning themselves in the market, and improve their operating plans, as well as their service
qudity and efficiency.

Based on preliminary figures, government financid accounts showed an overd| deficit of
1.8% of GDP, a figure lower than that recorded in 1999 (2.6% of GDP). This result shows the
favorable impact of the increase in oil-related revenues, which offset lower domestic tax revenues
and increase government spending during the yeer.

In 2000, monetary and exchange-rate policies were designed to reduce the inflation rate.
The Centrd Bank’ sinflation-fighting measures were fundamentaly based on using the exchange rate
as anomind anchor for prices within the existing band system. This Strategy was fostered by the
growing srength of internationd reserves, which provided the cushion needed to implement the




* The monetary aggregates improved significantly, reflecting the above mentioned recovery of demand and the expansion of
credit activity in the banking system??

Srategy without compromising the foreign trade baance. Smilarly, the gradud recovery of the de-
mand for money and the improvement of the domestic paliticad scenario alowed the Bank to follow
ashort-term expansve monetary policy inthefirgt hdf of the year through net maturitiesof Monetary
Stabilization Bills(TEMs). Subsequently, itsmonetary policy was neutra, which facilitated the down-
ward trend of interest rates. In sum, the monetary aggregates improved sgnificantly, reflecting the
above mentioned recovery of demand and the expansion of credit activity in the banking system.

1. THE INTERNATIONAL ENVIRONMENT

The decade of the nineties concluded with a favorable balance for developed countries,
which was promising for some developing countries and discouraging for others, mainly located in
the African continent.

Theunequa impact of globalization on countries continues to dominate discussions about the
globa economy in the various internationa forums. Such discussions evidenced the discrepancies
between the visons of developed and developing countries. Particularly, there are differences on
important issues such astrade liberdization, protectionist threets, the openness of financid markets,
the role of civil society, labor codes, environmenta claims, human rights and the gppropriate func-
tioning of multilatera inditutions.

A mgor focd point in this debate during the year 2000 was the discussion about the
benefits of free trade as a discernible dement of development. Even now, many less advanced
countries are afraid of the usage by devel oped countries of trade policies as mechanisms of protec-
tion, while, the less advanced countries are being pressured to open up their markets.

Under such circumstances, the benefits of globalization continued to be asymmetricd, mainly
hurting developing countries, given their basic condition as exporters of raw materids. Likewise, the
existence of tariff and non-tariff barriers in developed countries, whose objective is to protect the
domestic producer, has made it difficult for their goods to freely enter developed markets.

In this context, one of the factors that most limits the growth of developing countries is the
presence of non-tariff barriers in developed countries and the use of subsidies to protect a broad




range of domestic business sectors involved in production of raw materias in these countries. Ac-
cording to the World Bank, payments made by OECD countries to subsidize their agriculture are
estimated at around US$ 300 hillion per year, afigurethat approaches Africa sgrossnationa product.

Similarly, thetariffs applied to commodities coming from deve oping countries, such as mest,
sugar, milk and chocolate, often exceed 100% of their vaue in many advanced countries. The
equivaent non-tariff barriers may be afew times more than the amount of the aforementioned tariffs.
In addition, there are domestic taxes, which push prices to exaggerated levels, asin the case of ail.
Such taxes often become obstacles to imports from devel oping countries, asisthe case with coffee.

The curtailment of protectionist policiesin devel oped countrieswould help reduce economic
disparities facing developing countries and promote equity. Many developing countries that have
deregulated their economies and maintain open trading policies have lost competitive capacity, en-
tering into a gradua process of deindudtridization leading to more concentration on saes of raw
materids, at atimewhen agriculturd products represent asmadler portion of theworld market every day.

On the socioeconomic leve, dthough many deve oping countriesimproved their socid indi-
cators over the last decade, in generd, the well-being of the people has declined. Even countries
where sgnificant advances were made againg poverty in thefirgt haf of the decade have evidenced
deteriorated living conditions as a consegquence of the regiona financid crisesthat occurred between
1995 and 1999.

This stuation hasforced the United Nations to redefine the objectives of international devel-
opment, anong which one stands out: to reduce the proportion of peopleliving in extreme poverty in
developing countries by less than haf between 1990 and 2015. For Latin America, this objective
would mean reducing the proportion of people who live on less than one dollar per day to 8% by
2015. Among the directives that have been suggested for dealing with poverty, one outstanding idea
wastheallocation of 20% of the budget to basi ¢ health and education, to be matched by internationa
assistance funds. However, few donors or devel oping countries observe these guidelines.

As dated above, the unequa progress in human development indicators has put the rel-
evance of market-oriented economic models to the test. A debate has arisen on the dogmas and




policies derived from these models and promoted by multilateral agencies. In accordance with the
Human Development Report of the United Nations Development Programme between 1975 and
1998, the mgority of countries observed growth in their human development indices, athough at
unequd rates. Irdand and Audtrdia, countries that belong to the high human-development group,
quickly improved their qudity of life, as did countries such as Tuniga and China, in the medium
human-deve opment group, and Indonesia and Egypt, listed in the low human-devel opment group.
However, other countries have progressed very dowly, thusincreasing the disparities between coun-
tries of high and medium human development, with respect to those a low levels. For this reason,
combating poverty isnow ahigh-priority policy objective.

Smilarly, the state has been recast as a protagonist in economic activity, moving away from
the trend to assgn it aminimalist role, such as was enunciated in what is known as the “Washington
Consensus’.

Moreover, an intense discussion has arisen about the opening of capitd markets and its
adverse effects on developing economies, given the volatility of private capitd. This has compelled
multilaterd inditutions to evauate credit conditiondities and strengthen preventive actionsin light of
new financid crises.

In 2000, discuss ons continued on the new internationa finance architectureand the conve-
nience of understlanding the opening of capital markets as a gradua process, which demands the
exisence of strengthened national banking systems. Specific considerations have been added to this
discussion, related to the use of capita controls and the standardization of monetary practices.

Regarding globa economic performance, in 2000, the United States reached the top of the
upward cycle which begun in the early 1990s, mainly based on high labor productivity. Red U.S.
GDPwas up about 5% thisyear, after growing 4.2% in 1999. However, projectionsindicate that the
coming year's growth rate will dow to 3.2%, as a result of interest rate hikes introduced by the
Federal Reserve between 1999 and 2000.

In Europe, economies grew at a much dower rate than that observed in the United States,
and average unemployment rate remained over 9%. European Union's GDP increased more than




3% in 2000, after a2.4% risein 1999. For its part, the Japanese economy continued to fal short of
as0lid recovery, showing instead a growing weskness. This economy appeared unaffected by the
gpprova of various fiscd simulus plans and interest rates hovering around 0%. The increase in
Japanese GDP could be about 1.5%, following upon a 1999 GDP of 0.2%.

In the devel oping countries, redl GDP grew at a higher rate (5.6%) than that of the advanced
nations. Contributing to this rate was the rebound (6.7%) of the Southeast Asan countries for the
second consecutive year, benefiting from ahealthy increase in their exports, mostly directed toward
the U.S. market. Similarly, countriesin trangition showed outstanding growth (4.9%), although some
were behind the curve of the regiond upswing in the cycle led by Poland, Hungary and Slovenia.

Regarding Latin America, therecovery initiated in 1999 consolidated inthe mgority of coun-
tries in 2000, with real GDP growth estimated around 4%, after a modest 0.3% in 1999. The
exceptionswere represented by Ecuador (0.5%) and Argentina (around 1%). Ecuador was affected
by the adjusments derived from the implementation of adollarization plan early in the year; Argen-
tina, by the approval of regtrictive fisca measuresin the process of meeting the targets agreed upon
with the IMF.

Likewise, oil exporting countries benefited tremendoudy from the steady increase in the
price of crude oil throughout 2000. Asaresult, their GDP grew about 3.5%, enabling countries such
as Venezudaand Saudi Arabiato overcome the contractions recorded in their 1999 GDPs, equiva
lent to 7.2% and 1.0%, respectively. Theoil-priceincrease signaed the turn around of its sharp GDP
decrease during 1998 and early 1999, caused by the weakened international demand for power due
to the recesson of the Asan economies. Smilarly, Russa adso benefited by the rise in ail prices,
showing an economic growth rate in excess of 7% for the year.

In the ail price recovery, the cohesion of the OPEC member countries regarding their price-
defensepalicies, inwhich Venezudaconssently played aleadership role, wasadecisveinfluence. This
was not the case for the mgority of raw materias exported by the developing countries. As aresult,
their terms of trade continued to worsen, in spite of the expansion of the globa economy. Thisyesr, the
internationa prices of some raw materids such as whedt, rice, 0y, fish, sugar, coffee, cotton, jute,
copper, cobdt and gold fel for the second consecutive year, and some for the third consecutive year.
Qil, naturd gas, and nickd were among the few raw materids whose prices rebounded in 2000.




¥ Economic activity turned in a favorable performance in 2000, evidence that the economy is in a recovery stage following
the recession experienced between the second half of 1998 and year-end 1999. According to preliminary estimates, Gross
Domestic Product (GDP) grew 3.2% at constant prices, in contrast with a 6.1% decline in 1999"

Another key factor wasthe globa integration of markets, which continued itsupward march,
driven by the trading facilities crested through information technology. Many countries in fact did
take advantage of information networks. However, because of lower transaction cogts, faster meth-
ods of organizing production and gresater flexibility in the formation of trading rdaionships, if devel-
oping countries are to redlize their growth potentid, they must improve their access to networks.

Finaly, globdization continued to creste winners and losers, with the grestest concentration
of loserslocated in developing countries. These countries can’t compete with the winning countries
manufactured products, they are highly dependent on raw materials with depressed prices, and they
have large low skill workforces.

1. VENEZUELA’S ECONOMY

1. Economic AcTiviTy: PRODUCTION AND EMPLOYMENT
Economic activity turned in a favorable performance in 2000, evidence that the economy isin a
recovery stage following the recession experienced between the second haf of 1998 and year-end
1999. According to preliminary estimates, Gross Domestic Product (GDP) grew 3.2% at congtant
prices, in contrast with a6.1% decline in 1999.

GROSS DOMESTIC PRODUCT

% change
At 1984 prices
2000/99(*) 1990/98(*) 1998/97*

OIL ACTIVITIES 34 (7.4) 2.0
NON-OIL ACTIVITIES 2.7 (5.4) (0.9)
Goods 3.3 (6.9) (3.8)

Services 25 (4.8) 0.5
IMPORT DUTIES 15.0 (10.4) 10.9

TOTAL 32 (6.1) 0.2

(*) Preliminary Figures

* Revised Figures
Source: BCV




¥ private consumption, for its part, showed an increase estimated at 4.6%, permitting it to return to its level prior to the 1999
recession. This was attributable to higher family incomes derived from the growth in economic activities and the effects of the
increase in government spending”?

Thisincreasein GDP can basicaly be explained by the government’ s adoption of an expan-
sve fiscd policy in order to stimulate the economy, as well as the stronger growth in oil-related
activity. Preliminary figures show that production volume reached 3.1 million b/d, representing 5.1%
growth compared to 1999. To alarge degree, this was led by the extraordinary growth in the pro-
duction of heavy and extra-heavy crude ail (34.2%), not to overlook the significant contribution
made by production of light crude and condensates.

Therecovery of aggregate domestic demand stimulated the growth of non-oil GDP (2.7%),
which trandated into a recovery in both goods (3.3%), and services (2.5%). Broken down by
sector, it can be seen that the trading sector stood out among service activities, with growth of 5.1%.
The remaining service sectors aso performed well, except congtruction, which declined 4.9%, in
spite of the 6.9% rebound in the fourth quarter. With aweight of about 90.0% among non-oil GDP
goods, manufactured goods expanded 3.6%, entirely due to 4.2% growth in private-sector manu-
factured goods, while government manufactures declined 0.6%.

In addition to the stimulus of aggregate domestic demand, another factor influencing the
growth of non-oil GDP, though to a lesser degree, was a 15.8% red increase in non-oil exports
(29.1% in current U.S. dollars). This basically reflected the growth recorded by the economies of
Venezudd s main trading partners such as the United States, Mexico and Colombia.

The growth in aggregate domestic demand (5.8%) contrasted with a 5.9% decrease that
occurred in the prior year. It was the result of a4.8% increase in consumption and a 2.0% increase
in investment. Government consumption rose sharply, 5.6%, by virtue of an increase in government
spending during the year, which was epecidly notable in the first haf of the year. Private consump-
tion, for its part, showed an increase estimated at 4.6%, permitting it to returnto itsleve prior to the
1999 recession. Thiswas ttributable to higher family incomes derived from the growth in economic
activities and the effects of the increase in government spending.




b Investment showed favorable signs, with a 2.0% recovery, after a significant drop of 16.4% in 1999. According to
estimates, investment was driven by particular events that took place in the telecommunications and oil sectors??

AGGREGATE DEMAND

% change

1)

2)
3)
4)
5)

6)

FINAL
CONSUMPTION
Public Sector
Private Sector
GROSS FIXED INVESTMENT

AGGREGATE DOMESTIC DEMAND 1/

EXPORTS

Less: IMPORTS

AGGREGATE DEMAND (3 +4 -5)

At 1984 prices

2000/99(*)

1999/98(*)

1998/97*

4.8

5.6

4.6

2.0

5.8

5.8

19.5

3.2

(3-2)
30
4.3)
(16.4)
(5.9)
(10.8)
(14.6)

(6.1)

0.1
1.4
(0.2)
(25)
0.4
4.2
9.4

0.2

(*) Prelimin

ary figures

* Revised figures

1/ Includes

Change in Inventory

Source: BCV

Investment showed favorable signs, with a 2.0% recovery, after asignificant drop of 16.4%
in 1999. According to estimates, investment was driven by particular events that took place in the
telecommunicationsand oil sectors. Therefore, it must beadmitted thet investment has il not achieved
aleve of grength that would point to recovery of the economy, neither in the government nor in the

private sphere.

Furthermore, according to figures furnished by the Office of Satigticsand Information Tech-
nology [Oficina Central de Estadidtica e Informética (OCEI)], in the labor market, the unemploy-
ment rate fell from 15.4% in the third quarter of 1999 to 14.1% in the third quarter of 2000. Lower
unemployment was aresult of the conjunction of adight increase of 0.4% in the economicaly active
population (PEA) (44,700 people) and an addition of 1.9% people to the workforce (164,997
people). Thus there was a net decrease of 120,297 people in the unemployed population.




 For the fourth consecutive year, inflation, measured by the changes in the Consumer Price Index (CPI) for the Caracas
Metropolitan Area, experienced a slowdown. It was reduced from an annualized rate of 20.0% in December 1999, to 14.2%in
November 2000

QUARTERLY UNEMPLOYMENT RATE

(%)
16.01

15.04
14.54
14.1

14.04

13.51

125 T T T T
n v | Il n
1999 2000

Source: OCEI

The preliminary nature of the numbers does not dlow a conclusive andyss. However, it is
possible to suggest some factorsthat relate the weak rebound of formal employment and the recov-
ery of output, particularly non-ail output, which might explain the precariousness of the mgjority of
thejobsbeing creasted. Among other factors, afundamenta explanation of thisbehavior isthe uncer-
tainty about future reforms of the socid security system and the Labor Law [Ley Organica de
Trabg o] and theintroduction of flexiblelabor policiesmainly used by transnationa companiesaround
the world.

2. INFLATION

For the fourth consecutive year, inflation, measured by the changes in the Consumer Price
Index (CP1) for the Caracas Metropolitan Area, experienced a dowdown. It was reduced from an
annualized rate of 20.0% in December 1999, to 14.2% in November 2000. Smilarly, thecumulative
price changefor the January-to-November 2000 period was 12.3%, below the price changefor the
same period in the prior year (18.1%).
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%) (January-November 2000)

117.0

Inflation Target Range
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It is estimated thet, in spite of a seasond surge of demand in the month of December, infla:
tion will not show sgnificant deviationsfrom thetrend observed during theyear. If thisisthe case, the
inflation level will be the lowest achieved since 1986
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Price growth in 2000 has two essential features: in thefirst place, it ison adowntrend,
important initself and, in the second place, itisbelow thetarget range set by the economic authorities
(between 15.0% and 17.0%). Thisbehavior wasfundamentally supported by the currency anchor
represented by the band system. Furthermore, it was based on itssustainability, giventhefavorable
conditionsintheoil market, whichfostered continuing convergenceof thenationa inflationratewith
that of Venezueld smgjor trading partners. Infact, it hasbeen shownthat thisyesar, the gap betweenthe
two inflationlevelsconverged, on average, at therate of depreciation of thenomina exchangerate.

DOMESTIC INFLATION, INTERNATIONAL
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(1) This refers to the average CPI change for Venezuela's main trade parthers, weighted by the
respective import share.

Source: BCV

Furthermore, as opposed to the decel eration observed in 1999, this year’ s reduction of
inflation occurred in acontext of economic recovery. Therewere several factorspreventing the
demand that activated the economic recovery from trand ating into upward pressureon prices. These
included thelow levelsof capacity in use by [manufacturing] companies, owing to the prolonged
period of economic recession, aswell asthereall ocation of spending toward goods produced abroad,
giventhecumulativedeclineintheir relative price (23.1% over the past four years).
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k¢ In accordance with preliminary estimates, the Venezuelan economy showed a balance of payments surplus of US$ 6.092
billion for the year 2000. The surplus was basically attributed to the substantial recovery of the current account, closely
related to oil revenues?

Unlike data observed for 1999, this year we can see differences in the behavior of the CHI,
on the one hand, and the Producer Price Index (PPI) and Wholesale Price Index (WP1), on the
other. In fact, while the fluctuations in the CPl maintained a downward trend, other indices showed
greater increases, which were most pronounced in the wholesale sphere. Thus, as of the end of
November 2000, annualized changes in producer and wholesale prices were 10.9% and 16.0%,
respectively, higher than the rates recorded in December 1999 (9.7% and 13.6%, respectively).

3. EXTERNAL SECTOR

In accordance with prdiminary estimates, the Venezuean economy showed a baance of
payments surplus of US$ 6.092 billion for theyear 2000. The surpluswasbasicaly attributed to the
substantial recovery of the current account, closely related to oil revenues.

BALANCE OF PAYMENTS
Millions of US$)

2000 (*) 1999 *

CURRENT ACCOUNT 13.365 3.689
Goods Balance 17.965 7.606
Exports fob 34.038 20.819

Oil 28.716 16.697
Non-oil 5.322 4122
Imports fob (16.073) (13.213)
Services Balance (3.309) (2.469)
Income Balance (1.152) (1.518)
Current Transfers (139) 70
CAPITAL AND FINANCIAL ACCOUNT (3.670) (1.650)
Direct Investment 3.789 2.669
Portfolio Investment (1.403) 1.459
Other Investment (6.056) (5.778)
ERRORS AND OMISSIONS (3.603) (990)
GLOBAL BALANCE 6.092 1.049
NET CHANGES IN RESERVES (6.092) (1.049)
Central Bank of Venezuela (1.388) (784)
Venezuelan Investment Fund (368) (50)
Macroeconomic Stabilization Fund (4.336) (215)

(*) Preliminary figures
* Revised figures
Sourse: Central Bank of Venezuela




kt Given these resullts, the total gross international reserves (Central Bank, Venezuelan Investment Fund and Macroeconomic
Stabilization Fund) rose to US$ 21.647 billion, equivalent to 16 months of imports??

¢ Although the increase in oil exports strongly influenced the results of the current account, there was also a favorable trend
in non-oil exports, which rose 29.1% compared to 1999, from US$ 4.122 billion to US$ 5.322 billion”’

Given these results, the tota gross internationd reserves (Centra Bank, Venezudan Invest-
ment Fund and Macroeconomic Stabilization Fund) rose to US$ 21.647 hillion, equivaent to 16
months of imports. The current account surplus of US$ 13.365 hillion, represents 11.5 GDP per-
centage pointsand reflects an absol ute change of US$ 9.676 billion compared to the prior year. The
greatest growthin the current account basically came from anincrease of US$ 12.019 billion from ail
exports, and, to alesser degree, from anon-oil revenue increase of US$ 1.200 hillion.

The ggnificant increase brought about by oil exports is the result of a 2.0% increase in
volume, and a substantia recovery — 66.9% — of the average price of Venezuda's oil basket
(crude il and ail products), which roseto US$ 26.69/b from US$ 16.04/b, the average 1999 price.

Although the increase in oil exports strongly influenced the results of the current account,
there was dso afavorable trend in non-oil exports, which rose 29.1% compared to 1999, from US$
4.122 hillionto US$5.322 hillion. Thetrend of non-ail exportsislinked to more active trading with
Venezuda s main trading partners, which sought to strengthen their economies and obtain the higher
prices available for the mgority of goods traded in the international market.

Similarly, imports increased US$ 2.860 hillion (21.7%), an important determinant of this
behavior was the increase of the related intermediate goods (24.4%), congruent with the expansion
seen in domestic economic activity. Private-sector imports, representing 82.3% of total imports,
grew US$ 2.245 hillion, of which US$ 1.619 billion corresponded to intermediate goods. Similarly,
therewas astrong surge in public sector non-oil imports (39.5%), with a33.9% increasein interme-
diate goods and a 94.9% increase in capital goods, while public-sector oil imports rose 23.5%.

The Services Account showed adeficit of US$ 3.309 hillion, basicdly linked with anegetive
balance of US$ 1.413 hillion in transport expenses and US$ 1.206 hillion in the travel account.
These accounts traditionally have a negative baance, but the greater requirements associated with
greater import growth increased the demand for transport and insurance services.

According to preliminary figures, the Capital and Financia Account ended the year with a
deficit baance. Factors explaining this trend include less use of foreign debt to fund government
accounts and a stock repurchase transaction by Electricidad de Caracas. The conjunction of these




“ At the end of the month of November, the nominal exchange rate was 697.00 Bs./US$, while the average exchange rate for
the year was 678.87 Bs./US$. Similarly, the behavior of the currency market was reflected in the trend of the nominal exchange
rate, which depreciated by 7.4 percentage points during the year to date, indicating comparatively greater stability”?

events, recorded in the Portfolio Investment Account, was responsible for the 1999 surplus of US$
1.459 hillion falling to a deficit of US$ 1.403 billion at year-end 2000.

Net direct foreign investment was an outstanding source of revenues, reaching US$ 3.789
billion. However, invesment carried out in Venezugla by non-residents rose to US$ 4.110 hillion,
representing an increase of US$ 923 hillion compared to the flow recorded at the close of 1999.
Basicdly, these investments are directed toward the non-oil private sector (US$ 2.437 hillion). On
the other hand, private direct foreign invessment in the oil sector fell from its 1999 leve to atotd of
US$ 1.549 hillion.

The balance in the Other Investment category remained a alevel similar to that of the prior
year. Among other items, this account includes settlement by government-owned oil companies of
interest payable, disbursementsfor deposits aoroad by public financid ingtitutionsand reall ocation of
portfolios by investors.

At the end of the month of November, the nomind exchange rate was 697.00 Bs/USS,
while the average exchange rate for the year was 678.87 Bs/US$. Smilarly, the behavior of the
currency market was reflected in the trend of the nomind exchange rate, which depreciated by 7.4
percentage points during the yeer to date, indicating comparatively grester stability.

Theprice of Latin American debt was mainly influenced by externa factors. Among these,
the most Sgnificant were progressive interest-rate increasesin the U.S. market and the high volatility
observed in the sock markets. This Stuation led investors to rebaance their portfolios, saling secu-
rities from emerging markets and buying safer financia ingrumentsthat had growing returns, such as
thoseissued by the U.S. Treasury. Asaresult, there was an unfavorabletrend in the region’ s country
risk, with steadily increasing spreads in the returns required by investors. Although these indicators
would place Venezuda among the highest-risk countries in Latin America, in reative terms, it ob-
tained aless negative result in 2000 than Argenting, Brazil, Colombia and Mexico. In fact, while
Colombia, Argentina, Brazil and Mexico recorded country risk increases of 69,0%, 64,0%, 48,0%
and 33,0% through early December, respectively, Venezuela scountry risk only increased 19,0%. In
addition to the externd factors aready mentioned, some countries were aso affected by domestic
socioeconomic and/or political Stuations. Venezuda experienced a sgnificant improvement in its
main macroeconomic indicators. Nevertheless, it would seem that the risk rating agencies accord




“The government hoped that a higher level of spending and the resulting increase of aggregate domestic demand would help
keep the economy’s recessionary cycle from broadening”’

greater importance to factors of another kind, because in spite of its achievements, itsrisk rating has
ill not improved.

4. FiscaL PoLicy

Thefiscd policy designed by the Adminidiration for the year 2000 was expansivein order to
foster economic growth, adversely affected in 1998 and1999. The government hoped that a higher
level of spending and the resulting increase of aggregate domestic demand would help keep the
economy’s recessonary cycle from broadening.

To this end, the financid accounts of the Centra Government began 2000 with sgnificant
changes in the fiscal scenario projected in the Budget Act [Ley de Presupuesto]. This caled for
adjugments in revenues and expenses, as well as in funding requirements, without changing the
direction of fisca policy set for thefiscd year.

Regarding fiscd revenues, the internationd oil market scenario in the first quarter indicated
that the rising ail-price trend was dready firming up in the short term. This dlowed an estimate of an
average expected price for Venezuda s export basket that was significantly higher than the average
price of US$ 15.0/b established in the Budget Act. This highly favorable oil scenario trandated into
asubgantia increase in the fisca contribution of Petrdleos de Venezuda [PDV SA]. That increase
improved the Government’s capacity to finance its expenditures and reduce the projected fisca
deficit.

However, the favorable impact that higher oil revenues would have on fiscal accounts was
partialy offset by lower non-ail tax revenues. Thiswas basicaly aresult of the dow recovery of the
domestic economy and the negative effect of the 1999 economic recession on income tax receipts.

In terms of government expenditures, the Adminidtration’s budget started out with new and
greater socia requirements. Among other factors, they were tied to the need to undertake worksto
rebuild the State of Vargas, which incurred severe damages from the natura tragedy that took place
inthemonth of December 1999. Likewise, the Government was under an urgent obligationtoimple-
ment public-works programs promised to contribute to the recovery of economic growth and re-
duce the unemployment rate. It dso had to increase compensation of workers by setting a new




nationa minimum wage, pass adecree increasing wages and sign public-sector collective bargaining
agreements, as wdl| as dlocate the funds required to service the nationa debt in atimey manner.

This combination of revenue and expense factors resulted in government financia accounts
showing an overdl deficit of 1.8% of GDP, according to preliminary Central Bank figures, which was
lower than the 1999 fiscd deficit (2.6% of GDP). This deficit derives from an actua expense level
that remains higher than revenues, even though the nominal rate of increasein expenses (46.2%) was

lower than that of fisca revenues (54.6%).

GOVERMENT

FINANCIAL ACCOUNT

(% of GDF)

2000 (**) 1999 (*) 1998*

TOTAL REVENUES 196 166 16.4
ol 10.0 6.3 6.2
Non-oil 9.6 103 10.2
TOTAL EXPENSES 214 19.2 20.6
Current expenses 16.8 15.7 16.1
Capital expenses 3.3 2.8 33
Unbudgeted expenses 0.4 0.3 0.5
Net loans granted 0.8 0.3 0.7
Overall surplus or deficit (-) (1.8) (2.6) (4.1)

(**) Preliminary estimate

(*) Preliminary figures

* Revised figures

Source: Central Bank of Venezuela and Ministry of Finance

Regarding government expenditures, the Government met the greater demands indicated above by
floating additiond debt. In fact, budgeted expendituresincreased from 21.7% (Budget Act 2000) to
28.7 % of GDP, as of year-end. Actud expensesreached alevel of 21.4% of GDP, afigure dightly

higher than that recorded in the prior year (19.1%).




“ Similarly, during the fourth quarter of the year, the Government began a process of refinancing domestic debt through a
Treasury Bond issue using a swap mechanism. The purpose of the refinancing was to improve the domestic debt profile,
increase its sustainability and stimulate the capital markets??

GOVERMENT
FISCAL ACCOUNT
(% of GDF)

2000 (**) 1999(*) 1998*

Budgeted expense  28.7 23.3 22.7

Actual expense 214 19.2 20.6
Primary 18.9 16.5 18.2
Domestic 19.5 17.3 18.5

(**) Preliminary estimate

(*) Preliminary figures

* Revised figures

Source: Central Bank of Venezuela and Ministry of Finance

Theincreasein expenditures budgeted for 2000 trandated into greater funding requirements,
which were met by a drategy basicaly directed to raising fundsin the domestic market. In fact, this
year, the preference for obtaining funds in that market prevailed, in both medium- and long-term
bonds and Treasury Bills.

The gtrategy of issuing domestic debt continued to receive support from the surplus of liquid-
ity inthefinancid system, given theincipient recovery of bank credit. Thusthe Government was able
to issue government bonds at aprice very closeto face value (99.0% on average). However, thered
annua percentage rate of Treasury Bonds [DPN] increased 1.1 percentage points from 8.6% in
1999 to 9.7% at year-end 2000.

Similarly, during the fourth quarter of the year, the Government began a process of refinanc-
ing domestic debt through a Treasury Bond issue using a swgp mechanism. The purpose of the
refinancing was to improve the domestic debt profile, increase its susainability and simulate the
capital markets.

The gtrategy of focusing on the domestic market asasource of funding was supplemented by
rasing funds in the foreign voluntary credit markets. Thus, in the second quarter, the Government
issued [debt] in the amount of US$ 498.0 hillion in the Eurobond merket, at afixed nomind rate of
10.5% with a5-year term. In placing this debt, Venezuda regained its presence in the foreign mar-
ket, in contrast to prior years, when there were difficulties accessng that market. Venezuela contin-
ued to recaive loans from multilaterd and bilaterd lending inditutions (Bs. 727.4 hillion).




When comparing the foreign funding received with the loan payments remitted, the net for-
eign financing was negative, according to preliminary figures, a Bs. 554.7 billion. In addition, the
Government made contributions to the M acroeconomic Stabilization Fund (FIEM) in the amount of
Bs. 1.41 trillion, contributing to the cumulative baance of US$ 3.603 hillions in that fund as of
December 19, 2000.

5. MONETARY POLICY

In 2000, the activities of the Centrd Bank of Venezudawere desgned to achieve the infla:
tion target set by the economic authorities at the beginning of the year. Based on this objective, as
sated above, the anti-inflationary policy of the Central Bank was based on using the exchange rate
asanomind anchor for prices, within the framework of aband.

In this regard, the Bank’ s greater participation in the currency market corrected the imba-
ancesin the money market while guaranteeing the stability of the exchangerate. Thispolicy achieved
sgnificant milestones throughout the year, evidenced in the record of the monthly inflation rate, which
was in line with expected levels.

In this context, monetary policy during the year can be divided into two clearly distinct
periods. Thefirgt period, from January to June, when monetary policy was expansive, as aresult of
cdling the outstanding Monetary Stabilization Bills (TEMS). These money market transactionsled to
the dimination of this non-monetary ligbility in June. Among other things, this meant a substantia
improvement in the financia balance sheet of the Centrd Bank.

The second period began in June, when the Bank assumed aneutra position with respect to
monetary policy srategy, limiting Centrd Bank of Venezuda activities to credit assistance transac-
tions. During this period, for the first time since November 1989, open market operations were not
used as an ingrument of monetary control.

The neutra monetary policy position taken was based on the growing availability of interna-
tiond reserves, given the favorable performance of oil exports during the year. The greater availabil-
ity of foreign exchange gave the Bank the cushion it needed to implement its anti-inflationary policy




without compromising the trade balance. Similarly, the incipient economic recovery and domestic
politica exigencies stimulated the growth of demand for money throughout the yesr.

According to preliminary figures as of mid-November, the money supply (M2) recorded a
nominal increase of 22.3%, areflection of the secondary creetion of money seen during the year. For
its part, the monetary base showed anomind increase of 12.1%, behavior influenced by the correc-
tion in the demand for currency by private invetorsin the firgt haf of the year, after the Year 2000
Problem scenario had wound down.

Thus, the banking system and the public adjusted the significant increase in the monetary
holdings demanded for precautionary purposes, investing their surpluses in government and pri-
vate [corporate] bonds, aswell asin the currency market.

Monetary Liquidity Index
(December 1999=100)

130

/]

120
Nominal /
110
o /\]/O/Rg:

- W

90

J F M A M J J A S O N

Source: BCV

The behavior of the money supply (M2) was determined by the trend of total deposits held by the
public (25.5%), which shows the significant cregtion of money carried out by the banking system.
Bresking M2 down into its components, we can see private investors preference for savingsinstru-
ments as opposed to cash holdings.




“ The fact that monthly inflation rates were less than those of 1999, and declining expectations of depreciation due to growing
availability of foreign assets, led to a progressive reduction in interest rates. In fact”’

For itspart, the demand for money showed signsof recovery in 2000. In fact, the annuaized monthly
change in red M2 was postive every month, dl year, which was consstent with the economic
recovery processin Venezuda.
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Thefact that monthly inflation rates were less than those of 1999, and dedlining expectations
of depreciation due to growing availability of foreign assets, led to aprogressive reduction in interest
rates. In fact, according to preliminary figures as of November 24, 2000, the average lending rate of
the six main banksin the system fell 6.5 percentage pointsto 21.7%, compared to December 1999.
Similarly, the borrowing rate for 90-day savings ingruments fell 3.5 percentage points to 13.7%
compared to December 1999.

Theinterest-rate trend trandated into a gradua reduction in the spread between lending
and borrowing rates’ throughout the year, from 19.4 percentage points as of December 1999 to
14.0 percentage points as of October 2000. The reason that this spread has not been further re-
duced isthe lack of flexibility in the lending rate, given the cogt sructure thet il prevailsin the

2 To calculate the interest rate spread, the Bank used the weighted average lending rate applicable to the portfolio of current

and restructured loans of the six major banks and the weighted average borrowing rate for interest-bearing time and demand
deposits.




banking indudtry. In this regard, the fact that nonfinancia expenses are currently weighted heavily
among tota costs (58.9%) negatively affects the sector’ s financia results.

Interest Rate Trends of Venezuela’s
Six Major Nationwide Banks¥
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In red terms, money market interest rates maintained a stable trend. In fact, the lending
rate declined 0.8 percentage points compared to December 1999, to 8.8% as of November 24.
For its part, the reference rate for 90-day deposits was 0.8%, a fluctuation of 1.9 percentage
points compared to its December level. In September the real borrowing rate turned positive for
the firg time in the last 15 months. If that trend is maintained, it could become astimulus for do-
mestic private savings in the months to come.

6. FINANCIAL SYSTEM

In 2000, Venezuda's financid system operated in an environment of dow recovery
of domestic economic activity and agreater demand for money expressed by an increase in genera
deposits. The combination of these two factorsled to arecovery in the degree of monetization of the
economy and the current loan portfolio, which experienced both nomina and redl increases.

The financid intermediation ratio (current loans/total deposits) did not experience a Sgnifi-
cant fluctuation compared to the prior period, and was 60.9% as of October 2000. At the same
time, the problem |oan portfolio improved dightly asaproportion of thetotd portfolio, from6.1%in
1999 to 6.0% as of October 2000.




Although arecovery in demand for money can be observed, the structure of banking system
deposits continues to be smilar to that of prior periods. The public continuesto prefer highly liquid,
short-term instruments, dthough thereisadight rebaancing in favor of time deposits. In this regard,
demand deposits represent 44.5% of tota deposits, while time deposits amount to 27.1% of the
totdl.

Regarding the Structure of the banking sector and the measures adopted to improve its
performance, this sector experienced a boom in 2000 due to mergers among financid inditutions,
mainly savings and loan indtitutions. This process could contribute to the adjustment of the Sze of the
banking sector. However, in the medium term, we should be able to see benefits such asrationdiza
tion of cost structures and taking advantage of economies of scale and scope. It should be bornein
mind that the bank mergers aretaking place in asystem that is showing signs of concentration bothin
debt issued and deposits received. This Situation could become more pronounced, with aresizing of
the sector in terms of fewer ingtitutions, which could affect the structure of the market.

For their part, the capital markets showed little activity for the greater part of the year. This
was basicaly afunction of the uncertainty generated by the eectoral process. In addition, it reflected
the performance of the international markets brought about by interest rate policiesimplemented by
the U.S. Federa Reserve, and recent adjustmentsin the risk ratings of the emerging marketsin Latin
America However, transactions carried out in this market were driven by the short-term effect of the
bid to take over Electricidad de Caracas (EDC), aswell as by mergersbeing carried out by financia
ingtitutions during the second and third quarter of 2000.

V. THE ROLE OF INSTITUTIONS

The Central Bank of Venezuda shares the increasingly accepted opinion about the reforms
known as “first generation,” that is, those associated with the achievement of macroeconomic equi-
librium. They are consdered insufficient for achieving per se the solution for problems reated to a
better income digtribution. In this regard, other changes must be implemented in order to reach
higher sustainable levels of human development and a significant reduction in poverty.




Among the aforementioned changes are those of an indtitutiond nature, the changes that
make it viable to establish a system of rules to define the performance of both organizations and
individuds. In Venezuda, over the past two years, the groundwork has been laid for the operation
and achievement of greater efficiency in markets and organizations, both public and privete.

Infact, the godsenvisioned by the promulgation of the new Congtitution and Enabling Law
[Ley Habilitante] in 1999 included an increase in the Adminigtration’ s efficiency and advancement of
the plan to modernize public finances. The measures aso worked toward creating conditionsfavor-
able to productive investment, in particular opening spaces for and channeling resources toward
private investment. Thus, the Bank has continued to have a positive influence on aset of perceptions
and expectations regarding recognition of property rights, the broadening of law-and-order mecha
nisms and the quadity of the bureaucracy. At the sametime, it isworking on eiminating occurrences
of corruption in government. Progress on these initiatives is indispensable for achieving a greater
return on the economy by accd erating the schedule of invesment in human and physica capitd.

Inthisregard, this year there has been continued progressin the area of defining indtitutions,
one highlight of which was approva of the Public Finance Act [Ley Organicade la Administracion
Financieradel Sector PUblico]. The purpose of this Act isto regulate and control the administration
of public finances, including macroeconomic coordination and the preparation of multi-year budgets.
Likewise, contributionsto the M acroeconomic Stabilization Fund (FIEM) throughout the year guar-
anteethe availability of an effective ingrument for deding with the traditiond voldility of Venezudd's

€conoMy.

The recent gpprova of anew Enabling Law will provide continuity for the above-mentioned
inditutiond initiatives. In this law, directly rdaed to the achievement of greater economic efficiency,
there isa provison for new lega measures to regulate and strengthen the stability and competitive-
ness of thefinancid system, including the strengthening of capitd in the banking sector. The law dso
addresses organization of information systems for the purpose of establishing legd security for the
expangon and development of eectronic communications. In addition, it mandates sandards for
minimizing operating expenses and for improving technica cgpabilities and management of the gov-
ernment.




* The most significant institutional definition for strengthening the coordination and improving the efficiency of monetary and
fiscal policies will be a Policy Agreement that must be reached between the Ministry of Finance and the Central Bank of
Venezuela. This Agreement is also set forth in the current Constitution??

ki The Central Bank of Venezuela has dedicated special effort to the regional integration process through active participation
in the Andean Community??

Implementation of these reforms must be continued during the next year. In this regard, the most
sgnificant inditutiond definition for strengthening the coordination and improving the efficiency of
monetary and fisca policieswill beaPolicy Agreement that must be reached between the Ministry of
Finance and the Centrdl Bank of Venezuela This Agreement isaso set forth in the current Congtitu-
tion. Its basic tenets must be supplemented by measures to refine budget preparation procedures,
implement fiscal reform, regulations for the FIEM, and restructure the Servicio Naciond Integrado
de Adminigracion Tributaria (SENIAT) [Interna Revenue Service] with a view to improving tax
collection.

In keeping with the Temporary Provisions of this Condtitution, the new Law of the Centra
Bank of Venezuela[Ley dd Banco Centrd de Venezudla must dso be passed this year. This Law
includes the basic definitions of the new framework within which the Bank must perform its duties,
which must adhereto the nationa goa of devel oping the productive economy within the appropriate
framework of socid justice. This will ensure the macroeconomic and macro-socia equilibriaindis-
pensable for better income digtribution. These objectives are dso basic ingruments to enable the
country to achieve genuine competitiveness rooted in an economic system that rewards the activities
of financia and socid investors. For this purpose, conditions must guarantee availability of timely
financia resources at areasonable price, aswell as educationa resourcesthat provide alabor force
and simulate an adequiate leve of kill and creetivity. They must dso guarantee ahighway infrastruc-
ture and suitable communications capabilities, dl within afully operationd indtitutiona framework.

V. INTERNATIONAL RELATIONS OF THE CENTRAL BANK OF VENEZUELA

The Central Bank of Venezuela has dedicated specid effort to the regiond integration pro-
cess through active participation in the Andean Community.

Particularly, the Centrd Bank has strengthened its advisory role with the Government re-
garding negotiations to create an Andean Common Market as well asin the Negotiating Groups on
Investments and Services Trade in the Free Trade Area of the Americas (FTAA) and the World
Trade Organization. At the sametime, the Bank has met its commitments asamember of the Andean
Community Advisory Council of Finance Minigters, Centra Banks and Economic Planning Officias
[Consgo Asesor de Ministros de Hacienday Finanzas, Bancos Centrales y Responsables de




Paneacion Econdmical. The rdevance of these negotiationsand their potentia impact on Venezuda's
financid system led to creetion of aWorking Group on Regiond Integration and Internationa Trade
Agreements [Mecanismo de Trabgo para la Atencidn de los Procesos de Integracion Regiona y
Acuerdos Internacionales de Comercio]. Its god is to provide ingtitutiona responses to support
Venezudd s nationd pogtion in the various regiond and internationd forums in which the country

participates.

In order to strengthen this regiona perspective and the negotiating capacity of the countries
in our region, the Bank has been avery active participant in the recent debates and amendmentsto
the bylaws of the Center for Latin American Monetary Studies (CEMLA). Likewiseg, it has attended
the Annual Meetings of the Board of Directors of the Latin American Reserve Fund [Fondo
Latinoamericano de Resarvas (FLAR)] during which important discussions have taken place re-
garding the creation of a Latin American Monetary Fund [Fondo Monetario Latinoamericano], an
important step toward the effective economic integration of Latin America.

In the globa scene, the Bank continues to contribute to the search for the suitable corrective
measures to the framework of the international monetary and financid system and strengthened
Venezueld s position as an active member of the multilatera inditutions, which are increasingly dedi-
cated to the promoation of financia stability, sustainable growth and the reduction of poverty. To this
end, the Bank participated in the Spring and Annua Mestings of the IMF and the World Bank.
These meetings addressed in depth the mechanisms for involving the private sector in the resolution
of financid crises, areview of IMF facilities, progress on Supervision and International Codes and
Standards, and the financing and implementation of the Initiative for Heavily Indebted Poor Coun-
tries (HIPC). This participation in the executive bodies of the Bretton Woods ingtitutions has been
reinforced through Venezudd s presence in the Intergovernmental Group of Twenty-Four on Inter-
nationa Monetary Affairs (G-24). In addition, the Bank participated in the Annual Mesting of the
Inter-American Development Bank (IADB), to follow up on the agenda of this mulltilateral develop-
ment bank.

With the same perspective, the Bank attended the annua mestings of Central Bank Gover-
nors of the Americas and Spain, and of these countries with the Philippines. During these meetings,
the discussion focused on the trends of the globa economy and its repercussions for the region, the




implementation of key internationa standards, and the role of the IMF in Latin America and the
Caribbean. It also addressed certain basic matters that would be placed before the executive bodies
of the Bretton Woods Ingtitutions the authorities and the authorities of the G24.

In addition, the Bank has continued strengthening contacts with the offices responsible for
internationd relations of the various Venezuda s Government agencies, in the context of the newly
created Inter-Ingtitutional Consulting Group on International Economic Policies[Grupo de Consulta
Interingtituciona en Materia de Politica Econdmica Internaciond]. This Group is sponsored by the
Centrd Bank of Venezudato facilitate interaction, consulting, support and coordination of activities
regarding internationa economic policies among the participants..

VI. OUTLOOK FOR VENEZUELA’'S ECONOMY

The performance of Venezuea s economy in 2000 showed a turnaround of the recesson
that wasits halmark for the past two years. For the coming year, it is hoped that the positive perfor-
mance will be taken to another levd.

Thus, theinternationd scenario in which Venezuea s economy will unfold seemsto be pos-
tive. In fact, in spite of indicating alower rate of growth for the globa economy, internationd agen-
cies have been projecting a growth rate above 4.0%. A possible dowdown of the U.S. economy
would be partidly offset by higher growth rates in Germany, Japan, China, and newly industridized
countriesin Asa, aswell as stronger growth in Latin Americaand Africa

Thisgrowth of the globa economy projected by various specidized agencies assumes greater
requirementsfor crude ail. For its part, the globa crude oil supply must increase aswell, thoughto a
lesser degree than demand. Specificdly, the supply of crude oil from non-OPEC producers could
increase, but this would till not be sufficient to meet the increased power requirements. Thus if
OPEC continued its joint management of production, and the problem of refineries changing their
diet to sweet crude oil perssted dong with the deficit in crude-oil transport capacity, the expected
average price level would be smilar to that of 2000.




“ In this scenario of greater economic growth and significant institutional changes, Central Bank activities will continue to
beaimed at inflation control, in the context of the rest of the policies determined by the Government??

Similarly, the expanson of the globa economy in the coming year, particularly with reference to
Venezuda s main trading partners, does not only mean greater demand for Venezuda s ail, but aso
for the other goods and services produced in the country.

As mentioned above, the sat of indtitutiona reorganizations proposed is a Sne qua non of
economic and socid viability. Although the design and implementation of these reforms could gener-
ate short-term costs, to delay them would have worse effects, especidly after the partia progress
that has aready been made. Implementing thereformswill fogter Sgnificant rengthening of Venezuda s
public finances, creste greater fiscd discipline, and stimulate both public and private domestic sav-
ings, which is essentid to sustained economic growth. Fiscal discipline and generation of domestic
savings will increase the investors' faith in economic palicy, reducing the risk level associated with
Venezudd s economy in the medium and long term.

In this scenario of greater economic growth and significant indtitutiona changes, Centra
Bank activitieswill continue to be aimed a inflation contral, in the context of the rest of the policies
determined by the Government. The price stabilization strategy will be guided in an exchange-rate
policy desgned to maintain the gability of the nomind exchange rate and a monetary policy that
promotes behavior of monetary aggregates consonant with VVenezudd s requirements for economic
and socid development.

This forecast, though based on objective factors, till requires an effort by the population to
adopt pogtiveattitudes, and havefaith and confidencein Venezuela A concerted will and community
spirit will be required to achieve the common well being based on the true and full exercise of
individua and collective responshility. All thiswill dso contribute to economic and socid dability.

Diego Luis Castellanos E.

President
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PRINCIPAL MACROECONOMIC INDICATORS

ECONOMIC VARIABLES 2000(*) 1999(*) 1998*
GDP AT 1984 PRICES (% Change)

TOTAL 3.2 (6,1) 0.2
Oil 34 (7.4) 2,0
Non-oil 2,7 (54 (0,9)

CENTRAL GOVERNMENT SURPLUS OR DEFICIT

(% OF GDP) (1,8) (2,6) (4,2)
CURRENT ACCOUNT BALANCE (Millions of US$) 13.365 3.689 (2.562)
GROSS INTERNATIONAL RESERVES (Millions of US$) 21.647 16.023 15.458

BCV 16.070 15.164 14.849

FIV 1.026 644 609

FIEM 4.551 215 -

CHANGE IN GROSS INTERNATIONAL RESERVES (BCV)
(Millions of US$) 906 315 (2.969)
MONETARY BASE (% Change) 12,1 al 32,1 23,7
MONEY SUPPLY (M2 (% Change) 22,3 al 19,9 18,6
COMMERCIAL AND UNIVERSAL BANKS b/
Total Deposits (% Change) 17,6 15,8 13,5
Total Loans (% Change) 17,4 8,4 12,9
Interest Rate (%) c/
Lending (%) 24,7 31,3 449
Deposits (%) 15,0 20,6 36,1
NOMINAL EXCHANGE RATE (Bs./US $)
Average 678,9 d/ 607,1 549,0
End of Period 697,0 e/ 649,3 565,0
CONSUMER PRICE INDEX (% Change) f/ 14,2 20,1 31,0

(*) Provisional figures

* Revised figures

Notes:

al Figures as of December 01.

b/ In 2000, corresponds to the period October 2000-December 1999.

c/ It corresponds to the anual average of the six main commercial and universal banks assets and
liabilities operations. The 2000 figures corresponds to the average up to november.

d/ It corresponds to the period January - November.

e/ Figures as of November 30.

f/ Annualized variation: November 2000 compared to November 1999

Source: BCV




BALANCE OF PAYMENTS

(Millions of US$)

2000 (*) 1999 *
CURRENT ACCOUNT 13.365 3.689
Goods Balance 17.965 7.606
Exports FOB 34.038 20.819
0]] 28.716 16.697
Non-oil 5.322 4.122
Imports FOB (16.073) (13.213)
Services Balance (3.309) (2.469)
Incomes Balance (1.152) (1.518)
Current Transfers (139) 70
CAPITAL AND FINANCIAL ACCOUNT (3.670) (1.650)
Direct Investment 3.789 2.669
Portfolio Inverstment (1.403) 1.459
Other Investment (6.056) (5.778)
ERRORS AND OMMISSIONS (3.603) (990)
OVERALL BALANCE 6.092 1.049
CHANGE IN NET RESERVES (6.092) (1.049)
BCV (1.388) (784)
FIV (368) (50)
Investment Fund for Macroeconomic
Stabilization Outstanding (4.336) (215)

(*) Provisional figures.
* Revised figures.
Source: BCV




CENTRALGOVERNMENT
FINANCIAL PERFORMANCE
(Millions of bolivars)

2000 (**) 1999 (*) 1998 * % of GDP

2000 (*) 1999 (*) 1998 *
Total Revenues 16.040.224 10.374.061 8.589.422 19,6 16,6 16,4
Current 16.040.224 10.374.061 8.589.422 19,6 16,6 16,4
Oil 8.175.767 3.959.497 3.244.816 10,0 6,3 6,2
Income Tax 3.624.560 1.320.891 1.008.336 4.4 2,1 1,9
Royalty 3.369.207 1.638.606 1.186.480 4,1 2,6 2,3
PDVSA Dividends 1.182.000 1.000.000 1.050.000 1.4 16 2,0
Non-oil 7.864.457 1/ 6.414.564 5.344.606 9,6 10,3 10,2
Total Expenses 17.504.669 11.970.838 10.749.208 21,4 19,2 20,5
of which: Interest 2.059.904 1.666.008 1.242.114 2,5 2,7 2,4
OVERALL SURPLUS OR DEFICIT (1.464.445) (1.596.777) (2.159.786) (1,8) (2,6) (4,1)

1/ ltincludes BCV exchange revenues (Bs. 750,387 Millon) trasfered to the Treasury .
(**) Preliminary stimation.

(*) Provisional figures.

* Revised figures.

Source: BCV and Ministerio de Finanzas.




GROSS DOMESTIC PRODUCT
(Millions of bolivars)

1984 Prices % Change
AREA OF ECONOMIC ACTIVITY 2000(*) 1999(*%) 1998* 2000/99(*)  1999/98(*)
OIL SECTOR 160.366 155.066 167.49C 3,4 (7,4)
NON-OIL SECTOR 407.699 396.905 419.533 2,7 (5.4)
Manufacturing 82.620 79.771 87.863 3,6 9,2)
Electricity and Water 10.933 10.711 10.593 2,1 11
Construction 28.935 30.428 36.462 (4,9) (16,5)
Commerce 47.088 44.783 50.774 51 (11,8)
Real State 66.394 65.488 66.921 1,4 2,1)
Transportation and Warehousing 19.414 18.506 19.714 4,9 (6,1)
General Government Services 45.848 44.454 43.948 3.1 1,2
Financial and Insurance Institutions 6.360 6.258 7.261 1,6 (13,8)
Communications 17.131 14.930 13.182 14,7 13,3
Community, Social and Personal Services
and Product of Non-Profit Private Services 39.137 38.552 38.768 1,5 (0,6)
Others 43.839 43.024 44.047 1,9 (2,3)
IMPORT RIGHTS PLUS 16.009 13.917 15.535 15,0 (10,4)
TOTAL 584.074 565.888 602.558 3.2 (6,1)

(*) Provisional figures.
* Revised figures.
Source: BCV




PRICE INDEXES
(% change)

Accumulated (Nov./Dec.)

Indicators 2000 1999
Consumer Price Index (CPI)
General CPI 12,3 18,1

Goods and Services Groups
Food, Non Alcoholic Beverage 7,4 8,8

Alcoholic Beverage and Tobacco 10,9 15,3
Clothing and Footwear 4.2 12,3
Household Expenses 17,0 19,5
Housing Service Except Phone 19,3 28,8
Home Equipment 10,8 19,2
Health 19,4 35,7
Transportation 13,7 16,9
Communications 22,6 23,0
Recreation 2,8 14,3
Educational Service 18,8 35,2
Restaurants and Services 4,6 19,8
Diverse Good and Services 11,9 13,0
Goods 7,9 11,3
Agriculture 1,9 3,5
Agribusiness 9,8 8,2
Other Manufactured Goods 8,2 15,3
Services 16,0 22,7
Diffusion Index (percentage) 35,8 42,1
Tradable / Non-Tradable Ratio (7,5) (9,3)
Wholesale (WPI)

General 14,4 12,0
Domestic 15,8 13,9
Imported 9,7 6,0

PPI Private Manufacturing Industry 10,2 9,0

Source: BCV




TOTAL POPULATION: INACTIVE, ACTIVE AND EMPLOYMENT

(Persons)
QUARTERLY
Variation %
11l 2000(*) IV 1999 * 1111999 * 1112000/1V 99  _1I 2000/111 99
TOTAL POPULATION 24.118.220 23.769.087 23.652.557 15 2,0
POPULATION WITH 15 YEARS OR MORE  15.928.450 15.614.267 15.510.150 2,0 27
Outside of Labor Force 5.646.452 5.408.008 5.272.852 4.4 71
Labor Force 2/ 10.281.998 10.206.259 10.237.298 0,7 04
Employment 8.828.087 8.828.174 8.663.090 (0,0) 19
Formal 4.195.058 4.125.587 4.180.917 1,7 0,3
Private Sector 2.852.646 2.864.461 2.806.874 (0,4) 1,6
Public Sector 1.342.412 1.261.126 1.374.043 6,4 2,3)
Informal 4.633.029 4.701.360 4.477.729 (1,5) 35
Household Servants 187.365 200.574 160.856 (6,6) 16,5
Self Employed Worker 2.984.581 2.888.420 2.759.036 33 8,2
Employers 325.399 334.542 349.542 (2,7) (6,9)
Employees and Workers 1.009.048 1.111.214 1.046.731 9,2) (3,6)
Family Helpers 126.636 166.640 161.564 (24,0) (21,6)
Non Classified 0 1.227 4.444 (100,0) (100,0)
Unemployed 1.453.911 1.378.085 1.574.208 55 (7,6)
Out of work 1.314.031 1.248.367 1.424.118 53 7,7)
BTPPV 3/ 139.880 129.718 150.090 7.8 (6,8)
Unemployment Rate (%) 14,1 135 154

(*) Provisional.

* Revised figures.

Note: The total employment in private sector includes formal private employment, informal employment and non-classified.
1/ Population in working age.

2/ Labor Force participation.

3/ Searching for a job for the first time.

Source: OCEI, Household Surveys.




MONETARY AGREGATES

(Balance in Billons of bolivars)

Monetary Base \1 M2\ 1 M1 \1 Near-money \1

Nominal Real \2 Nominal Real \2 Nominal Real\2 Nominal Real\2

1999 *
November 4531 2.537 12.105 6.777 5.745 3.217 6.359 3.561
December 4.910 2.704 12.738 7.015 6.096 3.357 6.642 3.658

2000
January 4.407 2.386 12.682 6.868 5.853 3.170 6.829 3.698
February 4.304 2.322 12.381 6.678 5.630 3.037 6.751 3.642
March 4.350 2.325 12.517 6.691 5.643 3.016 6.875 3.675
April 4.528 2.384 12.919 6.800 5.867 3.088 7.052 3.712
May 4.182 2.180 12.667 6.602 5.605 2.921 7.062 3.681
June 4.423 2.280 12.926 6.663 5.772 2.975 7.154 3.688
July 4546 2.319 13.253 6.762 6.040 3.081 7.214 3.681
August 4.523 2.290 13.054 6.610 5.843 2.959 7.211 3.651
September 4.491 2.236 13.410 6.675 6.037 3.005 7.373 3.670
October 4.582 2.261 13.676 6.750 6.140 3.031 7.536 3.720
November (*) 5.505 2.701 15.577 7.643 7.612 3.735 7.965 3.908

% Change
Nov.00/ Nov.99 21,5 6,5 28,7 12,8 32,5 16,1 25,3 9,8
Nov.00/ Dec.99 12,1 0,1) 22,3 9,0 24,9 11,2 19,9 6,8

\1 Figures as of Dec-01-00.

\2 1997 Base Year.
(*) Provitional figures.

Source: BCV




UNIVERSAL AND COMERCIAL BANKING

Summary Balance Sheet

(Billions of bolivars)

% Change
2000 ¥ 1999 1998 2000/99 1999/98
TOTAL ASSETS 16.572 14.125 12.484 17,3 13,1
Cash and Equivalents v 3.901 3.502 3.076 11,4 13,8
Loan Portfolio 7.299 6.219 5.739 17,4 8,4
Current 7.275 6.228 5.799 16,8 7,4
Restructured 123 102 58 20,6 75,9
Past-due 369 337 245 9,5 37,6
In Litigation 71 43 19 65,1 126,3
Less:
Provision for Loan Portfolio 539 491 382 9,8 28,5
Investments in Securities % 2.929 2.284 1.929 28,2 18,4
Less:
Provision for Securities Investment Portfolio 3 5 90 (40,0) (94,4)
Interest and Commissions Receivable ¥ 271 295 299 (8,1) 1,3)
Investments in Related Companies, Affiliates and Overseas Branches 4 753 514 519 46,5 (1,0)
Other Assets ¥ 1.419 1.311 922 8.2 42,2
TOTAL LIABILITIES 14.639 12.261 10.715 19,4 14,4
Total Deposits 12.568 10.686 9.232 17,6 15,7
Sight 5.322 4.455 3.955 19,5 12,6
Savings 3.392 3.202 2.790 5,9 14,8
Time 3.236 2.431 2.040 33,1 19,2
Other Deposits ® 618 598 447 33 33,8
Obligations with Other Credit Institutions 1.091 890 703 22,6 26,6
Obligations with the B.C.V. 0 0 0 0,0 0,0
Obligations with Other Institutions 7 1.091 890 703 22,6 26,6
Interest and Commissions Payable o 46 38 152 21,1 (75,0)
Other Liabilities ¥ 794 647 628 22,7 3,0
Operating Performance 140 0 0 100,0 0,0
EQUITY CAPITAL 1.934 1.865 1.770 3,7 5,4

Note: The primary information is taken from Published Consolidated Financial Statements

al
v
2/

3/

4

5/

6/

71
8/

9/

Figures as of October 2000,

It refers to net cash and equivalents, including the provision

Includes investments in: Negotiable securities, assets available for sale, held until maturity,
in other securities and with limited availability.

Includes interest receivable: Cash and equivalents, Investments in Securities, Loan Portfolio and Other Accounts Receivable.

Also includes Commissions receivable and the Provision.

Includes participation in other institutions, investments in overseas branches and the provisions.

Includes Assets available for sale, Fixed Assets and Other Assets.

Includes Other Sight Deposits, Money Desk operations, Securities Issued by the Institution
and Restricted Public Deposits

Includes Obligations with BANAP and other financings obtained.

Includes Expenses payable: Public Deposits, Obligations with the BCV, Obligations with BANAP, Other Financing
Obtained, Other Obligations from Financial Intermediation, Obligations Convertible to Capital and Subordinated Obligations.
Includes Other Obligations from Financial Intermediation, Subordinated Obligations and Obligations

Convertible to Capital and Other Liabilities.

Source: Published Consolidated Financial Statements




UNIVERSAL AND COMMERCIAL BANKING

Financial Indicators

Annual

2000 ¥ 1999 1998
Intermediation ' (%) 60.9 61,7 66.0
Broadly-defined Intermediation 2 (%) 85,4 84,4 88,0
Immediate Liquidity °/ (%) 32,6 34,7 35,0
Debt */ 7,6 6,6 6,1
Capital Adequacy * (%) 11,7 13,2 14,2
Non-interest bearing Assets/Total Assets (%) 24,8 26,5 -
Past-due and Loans in Litigation Portfolios/Total Loans (%) 6,0 6,1 4,6
Past-due and Loans in Litigation Portfolios/Capital (%) 22,8 20,4 14,9
Current and Restructured Loan Portfolios/Total Assets (%) 44,6 44,8 46,9
Loan Portfolio Provision/Gross Loan Portfolio ¥ (%) 6,9 7,3 6,2
Loan Portfolio Prov./Gross Non-performing Loan Portfolio K (%) 122,3 129,1 1445
Total Loan Portfolio/Total Assets(%) 44,0 44,0 46,0
Investments in Securities/Total Assets(%) 17,7 16,2 15,5
Average Capital (Billions of Bs.) 1.899 1.817 1.521
Average Assets (Billions of Bs.) 15.349 13.305 11.367

al Figures as of October 2000.
1
2
3
4
5
6/ Net Loan Portfolio and Provision.

7/ Portfolio of Loans in litigation and Past Due Loans.

Source: Published Consolidated Financial Statements and BCV.

=

Performing Loans Portfolio/Sight, Savings and Time Deposits

=

(Current Loan Portfolio+Investments in Securities)/Demand, Savings and Time Deposits.
Cash and Equivalents/Deposits.

Liabilities/Equity.

Capital/Asset.

L = ¥

N




GROSS CAPITAL MARKETS TRANSACTION FLOW
BY MARKET TYPE

(Billions of bolivars)

CHANGE
(Billions of Bolivares) Absolute Percentage

2000 ¥ 1999 1998 2000/99 1099/98 _ 2000/99 __ 1999/98

Primary Market 2.739,0 2.817,0  1.040,8 (78) 1.776 (2,8) 170,7
Public ¥ 2.470,1 2.226,6 349,6 244 1.877 10,9 536,9

DPN and DP Bonds 2.470,1 2.226,6 349,6 244 1.877 10,9 536,9
Private % 268,9 590,4 691,2 (322) (101) (54,5) (14,6)
New Issues 268,9 590,4 691,2 (322) (101) (54,5) (14,6)
Shares 94,1 280,5 313,4 (186) (33) (66,5) (10,5)

Debt 8,0 45,0 0,8 (37) a4 (82,2) 5.5250
Commercial Paper 164,1 2294 377,0 (65) (148) (28,5) (39,2)
Others ¥ 2,7 35,5 N.D. (33) - (92,4) -

Secondary Market * 1.305,2 891,8  1.733,3 413 (842) 46,4 (48,5)
Public 127,0 316,4 892,4 (189) (576) (59,9) (64,5)
DPN Bonds 2,0 47,0 93,9 (45) (47) (95,7) (49,9)
Brady and Global Bonds 125,0 269,4 798,5 (144) (529) (53,6) (66,3)
Private 1.178,2 575,4 840,9 603 (266) 104,8 (31,6)
Shares 1.178,2 575,4 840,9 603 (266) 104,8 (31,6)

Total Transactions 4.044,2 3.7852  3.075,1 259 710 6.8 231
Public Securities 2.597,1 25430 12421 54 1.301 2.1 104,7
Private Securities 1.447,1 12422  1.833,0 205 (591) 16,5 (32,2)

Total New Issues 2.286,9 24690  1.100,4 (182) 1.369 (7,4) 124,4
Public Securities 2.018,0 1.878,6 409,3 139 1.469 7.4 359,0
Private Securities 268,9 590,4 691,1 (322) (101) (54,5) (14.6)

a/ Figures as of October 2000.

1/ Excludes issuance and placement of public bonds denominated in foreign currency.

2/ Excludes primary placements of mortgage securities and financial bonds.

3/ Itis reasonable to assume that the new issues of shares during a given year are placed that same year,
given the nature of their source.

4/ Includes dividend receipts, participation quotas, participations securities and investment units.

5/ It refers to Caracas Stock Market transations.

6/ It refers to issues of Public Bonds published in the Gaceta Oficial up to Nov. 2000.

Source: Comisién Nacional de Valores, Bolsa de Valores de Caracas.




STOCK MARKET CAPITALIZATION INDEX

1999
January
February
March
April
May
June
July
August
September
October
November
December

2000
January
February
March
April
May
June
July
August
September
October

Percentage Changes

Oct00/Dec99
Oct99/Dec98
Dec99/Dec98

Nominal

4.185,2
3.810,7
4.133,9
5.515,8
5.535,0
5.367,4
4.952,6
4.287,3
5.803,8
5.633,2
5.158,3
5.418,0

5.246,2
5.797,9
5.495,9
5.535,1
6.844,7
6.977,9
6.806,6
6.691,5
6.863,5
6.386,1

17,87
17,64
13,14

Real 1/

7,3
6,6
7,1
9,3
9,2
8,9
8,1
6,9
9,2
8,9
8,1
8,3

8,3
8,8
8,2
8,2
10,1
10,2
9,9
9,7
9,9
9,2

10,27
5,23
(1,59)

1/ The Market Capitalization Index is calculated in real terms,

based on the official exchange rate.

Source: Primary information is taken from the Caracas Stock Exchange




ESTE MENSAJE DE FIN DE ARO
SE TERMINO DE IMPRIMIR EN
CARACAS, VENEZUELA,

EN LOS TALLERES DEL

BANCO CENTRAL DE VENEZUELA,
DURANTE EL MES DE FEBRERO
DE DOS MIL UNO.
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