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Equity and human 
development signal 
the expansion of the 
Venezuelan economy
Venezuela’s gross domestic product in 
2008 kept growing at an annual real 
variation of 4.9%, in addition to an 
annual reduction of unemployment rates 
by 1.4%, to average 7.6% over the fi rst 
three quarters of the year. The balance 
of payments showed a surplus of USD 
4.16 billion, resulting in net internatio-
nal reserves of USD 37.35 billion as of 
12/24/2008.

Economic expansion has a distinct social 
emphasis, intended to fi ght poverty and 
further equity and human development 
as a whole. The propitious economic 
performance formed part of a process 
of deep internal socio-political changes 
and international relations that favor ba-
lance, multipolarity and hemispheric and 
South-South integration. 

This paper can be viewed at: www.bcv.org.ve
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A NECESSARY REMARK

This Year-End Address by the President of the Central Bank of Venezuela (BCV) is 
very special and unprecedented in the history of the Bank. It was substantially written 
by the BCV President, Dr. Gastón Parra Luzardo, shortly before passing away on Dec-
ember 14th.  Afterwards, it was revised and updated by the BCV First Vice-President, 
Dr. José Ferrer Nava, who shares the views presented herein. Dr. Parra Luzardo, as 
everybody knows, expressed a lot of concern in domestic economic issues and took 
an active part in the BCV until his death. He always paid special attention to the 
Year-End Address. As a result, this 2008 Year-End Address is based on the feeling 
of affection afforded to him for his personal and professional qualities.
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Regional integration

In view of the aforementioned international crisis, the BCV action has been led by 
a strategic vision that favors the adequacy of taking into account present regional 
potentials and challenges as a breeding ground for institutions and joint policies.

The BCV has provided important technical advice in the talks for the organization of 
the Bank of the South and the ALBA Bank. Are an alternative to overcome the lack 
of liquidity of regional fi nancial markets. In addition, they will help create facilities 
and tools to meet investment requirements, develop regional capital markets and fi ll 
structural gaps.

The BCV has been helpful to frame a new fi nancial architecture, which is fundamental 
to achieve a stable regional fi nancial system, provide funding for the purposes of 
medium –and long– term integration and foster a higher profi le of the Union of South 
American Nations (Unasur) and the Common Market of the South (Mercosur), under 
the strategic guidelines and goals of the Venezuelan State’s foreign policy.

Also, the BCV has taken an active part in multiple international forums and institu-
tions, such as the Group of 24 (G24), the Latin American Reserves Fund (FLAR) and 
the Bank for International Settlement (BIS). In these contexts, the BCV has backed the 
initiatives in defense of multipolarity, in the interest of developing countries and in 
favor of decision making and democratization of these organizations.

The BCV will continue enhancing its performance to help improve international 
relations.

The Central Bank and society

As part of its role as a public servant, one of the Bank’s contributions to the Vene-
zuelan society is to make available to multiple audiences –policy makers, students, 
scholars, researchers, analysts and ordinary people– expert information to follow up 
the Venezuelan socio-economic state of affairs.

The BCV produced and updated economic statistics, namely: some strategic projects 
on the consumer price indexes fi rst above mentioned; the outline of an input-output 
matrix; a continued project to update macroeconomic estimates (Pracem III); the 
Fourth National Survey on Family Budgets; development of studies on the output level 
and cost structure in agriculture; furtherance of local indicators; continued outline of 
matrixes of citizen-initiated audits of state institutions and satellite matrixes of indi-
cators, in addition to a continued standard satellite account of the social economy.

Further, there is the preparation and management of varied and reliable information 
sources in the fi elds of economics, fi nance, foreign exchange, prices, balance of pay-
ment and social issues, organized and analyzed by highly qualifi ed technical research 
bodies. Note also specialized journals, economic literature and statistics meant to help 
understand economic facts and processes and back any policies, plans, programs and 
projects devised and implemented by government or private agencies.

The BCV contributed to improve effi ciency and reinforce security of the national 
payments system by means of cutting-edge technology, including exchange of images 
of checks on the Automated Clearing House, in addition to direct billing and payment 
for faster dealings. A streamlined national payments system offers better conditions 
to include new users in the fi nancial system. Swift and secure transactions improve 

Bank of the South and the ALBA 
Bank. Are an alternative to 
overcome the lack of liquidity of 
regional fi nancial markets

The BCV contributed to improve 
effi ciency and reinforce security of 
the national payments system by 
means of cutting-edge technology, 
including exchange of images of 
checks on the Automated Clearing 
House
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effectiveness and better the quality of processes inside the fi nancial system, and help 
reduce operational expenses of both banks and users.

Political-institutional contributions

Communications and relations between the Central Bank of Venezuela and both the 
Venezuelan society and public authorities improved to reach a level of transparency 
and coordination for the purposes of dissemination and knowledge of the decisions 
made and smooth accountability. 

Social contributions

From the social point of view, the BCV strengthens its management citizen’s value 
and takes part in the defi nition of new models of interrelationship with society by 
arousing awareness of economic issues through education, training and dissemination 
of knowledge, particularly the promotion of human development in communities. In 
this regard, note the following:

• The establishment of a large institutional, academic, educational, inter-institu-
tional and informational network (with universities and domestic and foreign, 
public and private organizations) to enhance the institutional capabilities 
through generation, discussion and exchange of knowledge and interaction 
with policy makers.

• Activities aimed at increasing people’s knowledge about economic issues and 
strengthening education and information at different education levels, including, 
among others, teaching programs for children, guided tours of the Institute and 
internship programs.

• Contributions to non-profi t organizations to consolidate the Central Bank 
citizen’s participation and its commitment to better the quality of life of the 
underprivileged.

• Actions aimed at developing, keeping and providing security in the community 
areas built by the Institute.

Cultural contributions

The Central Bank of Venezuela makes multiple contributions to the country in order to 
spread popular culture and the national historical heritage in custody of the Institute. 
As part of its social commitment to Venezuelans, the Bank contributions involve:

• Cultural, recreational and community relations to provide people with teaching 
and entertainment.

• Furtherance of the institutional property, which is also the national heritage, 
represented by cultural assets and know-how expressed in national and universal 
artworks, the Liberator’s jewels and the coin collection, among others. All of 
them are available to all Venezuelans to be used for the purposes of personal, 
professional and institutional growth and development. 

In 2008, the new headquarters with wide, modern facilities of the Ernesto Peltzer 
Library was inaugurated. This potentiates the Library’s development of several tech-
nological distribution mechanisms and consultation of its valuable and up-to-date 
information, from call service for precise information to queries on the Bank’s web-
site. By the same token, the new Salvador de la Plaza Cultural Center has become a 
meeting point for arts, economy, culture and entertainment of Caracas residents.

BCV strengthens its management 
citizen’s value and takes part in 
the defi nition of new models of 
interrelationship with society by 
arousing awareness of economic 
issues

Salvador de la Plaza Cultural 
Center has become a meeting point 
for arts, economy, culture and 
entertainment of Caracas residents



YEAR-END ADDRESS BY THE PRESIDENT    DECEMBER 2008     PÁG. 19 

The global economy slowed down in 2008 to approximately 3.7%, compared with the 
dynamism recorded in 2007, when increasing to 5%. Recession in some developed 
countries and losing momentum in emerging economies this current year made 
international organizations revise and reverse the world growth anticipated for 2009. 
In this context, the United States, the Eurozone, the United Kingdom and Japan went in 
recession in the second half of 2008; the lower expansive rate in Brazil, Russia, India 
and China failed to offset the setback in advanced countries. Latin America would 
grow over 4% in 2008 and slow down to 1.9% in 2009, as forecast by the Economic 
Commission for Latin America and the Caribbean (ECLAC).

Losing confi dence in international markets swept stock markets and led to a strong 
liquidation of other assets to cover losses. In this process of unleverage and aversion 
to risks, raw materials and assets of emerging countries were adjusted, affecting the 
momentum recorded until July. On the contrary, contingent assets, such as sovereign 
notes of advanced countries and gold, were benefi tted. The US dollar and the Japanese 
Yen were also favored.

The worldwide financial crisis, particularly since mid September, unleashed 
emergency actions by central banks to leverage domestic fi nancial systems. A 
deteriorated interbank market prompted the coordination of currency policies and 
aid to banks. In terms of monetary policy, the decline in the offi cial interest rates of 
industrialized countries was apparent. In the meantime, increasing foreign exchange 
volatility in emerging countries triggered the approval of measures to underpin the 
currency stability.

In addition, action was taken to increase liquidity in fi nancial markets; central banks 
rediscounted a wide variety of notes, resulting in a quantitative approach of the 
monetary policy.

As the widespread fi nancial crisis showed that the actions taken by central banks 
could not cope with a declining economic activity, the implementation of additional 
tax measures was discussed in the fourth quarter in order to capitalize the banks and 
spur employment and consumption, by means of plans for infrastructure, aid to the 
manufacturing sector and, in some countries, tax rebates.

The world growing demand of US dollars from July was met with borrowing facilities 
between monetary authorities and domestic banks and foreing exchange agreements 
between central banks. By mid October, the Federal Reserve and European and 
Asian central banks had available wide facilities in US dollars afforded by the 
Federal Reserve for foreign exchange swaps. This method applied to other emerging 
economies, namely: Brazil and Mexico, in Latin America, and South Korea and 
Singapore, in Asia.

For their part, multilateral organizations activated contingency liquidity facilities for 
those countries that started to face troubles with their balance of payments due to the 
backward trend of foreign income, banks insolvency, fears of currency depreciation 
and troubles to place debt in world fi nancial markets, in an environment where 
country risk measured by the Emerging Markets Bond Index (EMBI+) increased 
more than 500 bp.

III/
A SUMMARY OF THE 
GLOBAL ECONOMY
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Real sector and employment

In 2008, the Venezuelan economy showed sustained growth for the fi fth consecutive 
year; the GDP recorded an annual expansion of 4.9% in real terms. This was basically 
the result of the performance of the non-oil sector, which displayed a 5.3% growth, 
in addition to a 3% growth in the oil sector, which had been shrinking since 2005.

The evolution of the non-oil sector is basically linked with a hike in communications, 
followed by increasing gross added value (GAV) in community, social and personal 
services; construction; trade and repair services. These results made non-tradable 
activities to grow faster than tradable activities -11.6% and 6.5%, respectively, a 
trend that started in 2004.

As for institutional sectors, the public non-oil sector was more dynamic than its 
private counterpart, and exhibited an annual growth of 15%. This is partly the result 
of the nationalization in 2007 of the electricity and communications utilities, the 
increasing volume of generated and delivered electric power (18.1%) and a larger 
amount of users of telephone services (20.4%) and invoiced minutes (18.1%). Public 
services contributed also to an enlarged non-oil sector. There was a hike of current 
expenditures, including payment to employees and workers (30%), procurement of 
goods and intermediate services (31.4%) and school tuition and fees (3.7%).

IV/
NATIONAL 
MACROECONOMIC
RESULTS

The non-oil sector, which displayed 
a 5.3% growth, in addition to a 3% 
growth in the oil sector, which had 
been shrinking since 2005

Table 1
Real sector indicators

(Annual variation)

(*) Provisional numbers.
1/ Includes agriculture, restaurants and hotels.
2/ Average of the three fi rst quarters.
3/ Accrued CPI in Caracas Metropolitan Area through November.
Source: BCV, INE.
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The private non-oil sector recorded a smaller growth of 2.7% (8% in 2007). This 
was the result of the importance conferred to construction; community, social and 
personal services; trade and manufacture. 

The oil sector revived and experienced an annual growth of 3%, triggered by drilling 
of oil and natural gas (4.2%), although oil refi ning remained stagnant (3.2%).

From the expenditure point of view, domestic aggregate demand (DAD) followed an 
expansive trend started in 2004, and showed an annual variation of 4.4%. However, 
it decreased 14.9 percent points compared with 2007. This was the result of sinking 
demand in the second half of 2008. 

As in previous years, the DAD growth was basically due both to increasing inter-
annual private consumption of 6.4% and a leap of 5.7% in public consumption. Public 
expenditure and lower unemployment rates, among others, infl uenced the performance 
of private consumption. However, a losing purchasing power and more expensive 
credits arrested this variable.

An annual decline of  2.1% in the gross fi xed capital formation (GFCF) also contributed 
to a lower DAD, as opposed to a 25.4% growth in 2007. The GFCF plunge is linked 
with a drop of investment in transportation equipments. This mainly imported item 
in some cases underwent legal changes intended to foster domestic production. This 
was the case for the automotive industry.

A narrower gap between annual variations in domestic aggregate demand and gross 
domestic product curbed the imports growth. In 2008, imports recorded an annual 
growth variation of 2.7% versus 33.6% last year.

The growth experienced by the economic activity had a favorable impact on the 
labor force; for the fi fth straight year, the unemployment rate tumbled. Based on 
the numbers provided by the National Statistics Institute (INE), the unemployment 
rate averaged 7.6% during the fi rst three quarters of 2008, that is, a reduction of 1.4% 
compared with the same term in 2007. Also, unemployment in November stood at 
6.1%, the lowest value recorded since 1999, when this variable started to be followed 
up on a monthly basis.

(*) Provisional numbers.
Source: BCV.

Table 2
Gross domestic product

Demand view
(Variation %)
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Source: INE.

Graph 1
Unemployment rate
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A sagging unemployment rate was entirely due to the increasing number of new jobs, 
given the fast-growing labor supply in 2008. Unlike previous years, the percentage 
of jobless was steady, that is, 35.1 percent versus 35.3 percent in 2007. This was the 
result of a reduction in the amount of people unfi t for labor and minor increase both 
of students and housewives.

Approximately 78% of the jobs created in the fi rst three quarters of 2008 were from 
the private sector (67% in 2007) and the public sector contributed with the remaining 
22%, to keep a share of 17.5%. In addition, underemployment rate –after having 
experienced a sustained reduction in 2004-2007- remained unchanged at 44.1% on 
average.

In 2008, the evolution of employment was closely related to economic performance per 
activities. The sectors that crated the largest amount of jobs were also those sectors that 
showed a favorable growth rate: trade; restaurants and hotels; community, social and 
personal services; transportation, storage and communications, and construction.

Nominal payments –measured by the remuneration index (REI) estimated by the 
BCV– recorded during the three fi rst quarters of 2008 an annual averaged increase of 
26.3%. Such variation is the largest nominal increase since 2000. In the institutional 
sectors, the public sector salary compensation continued growing at a faster inter-
annual  pace than the private sector (32.4% and 23.5%, respectively), a trend noted 
since 2004.  In a context characterized by intensive infl ation, real pay2 experienced 
an inter-annual average decline of 3.4%, due to shrinking real wages in the private 
sector (-5.6%) and lower pay increase in the public sector (1.3%).

Minimum wage stood at USD 372.99 (at the offi cial foreign exchange rate of 2.15 
VEB/USD), following a hike of 30%, decreed by the Executive Offi ce, effective 
on May 1st. In 2008, the purchasing power of such wage was abated by the prices 

2 Based on the REI / CPI ratio in Caracas Metropolitan Area due to non-availability of the NCPI before 2008.
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moving faster. For instance, the minimum wage covered 95% of the food basket 
estimated by the INE. In the meantime, in real terms, in January-November, there 
was an inter-annual average decline of 3.7%.

Prices

Like the previous year, the prices performance was linked with a more dynamic 
domestic aggregate demand (DAD) compared with the national supply, particularly 
during the fi st half of 2008. Existing structural restrictions to a wider supply should 
be noted in an economy which has consistently grown for 20 quarters in a row. Such 
restrictions were more apparent in the agricultural sector, the demand of which 
dramatically increased as a result of the improvement noted in average income over 
the past few years. The hike of international prices of some foodstuffs also contributed 
to fast-growing prices, resulting in a nominal rise in prices of domestic imports.

Against this background, the Executive Offi ce implemented a set of measures aimed 
at spurring domestic supply, with special emphasis on the agricultural sector. The 
measures adopted by the Executive Offi ce include an effective policy of subsidies 
for the production of agricultural items, fl exible transactions for production, import 
and marketing of products, byproducts and the input needed for food manufacturing; 
the creation of a fund of USD 1 billion to develop projects in priority sectors, such 
as food and manufacture; the Zero Debt Plan to pardon the agricultural debt and the 
organization of the Productora y Distribuidora Venezolana de Alimentos (Venezuelan 
Food Manufacturer and Distributor, Pdval), a subsidiary of state-run holding Petróleos 
de Venezuela (Pdvsa) entrusted with production and delivery of food together with 
the Food Market program (Mercal).

The removal in June of the fi nancial transactions tax (FTT) and a continued policy 
on price management and control started in 2003 also helped counter the infl ationary 
pressure. In 2008, such policy was characterized by an additional average adjustment 
to the prices of regulated goods, and a shorter list of regulated items. These actions 
helped improve the supply of essential goods

Measured by the NCPI, accrued infl ation in January-November stood at 27.6%, that 
is, a constant inter-monthly growth of 2.2%. Throughout the year, monthly infl ation 
behaved in different ways. In February, March and April a slowdown was noted; in May 
there was s a surge in the monthly variation price rate (3.2%). Later, in June-August, 
the downward trend resumed; in September and October, the monthly variation rate 
went up again. Finally, in November, monthly infl ation slightly declined.

An analysis per type of good reveals that through November 2008, the accrued 
infl ation of tradable goods was higher than that of non-tradable goods, with variations 
of 30% and 24.1%, respectively. The largest increase of tradable goods was mostly 
the result of a signifi cant hike in the prices of food and non-alcoholic beverages. 
This group showed an accrued infl ation of 40.3% and also the highest weight in the 
NCPI basket. For their part, the upward trend in non-tradable goods was mostly due 
to a hike in the prices of restaurants and hotels, and transportation fares (41% and 
27.8%, respectively).

In 2008, adjustments to the prices of regulated goods and services resulted in an 
accrued variation of 24.4%, or 5.6% less than the price increase of non-regulated 
goods and services.

The removal in June of the 
fi nancial transactions tax (FTT) 
and a continued policy on price 
management and control started 
in 2003 also helped counter the 
infl ationary pressure
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The cities of Maracay and Maturín experienced the largest increase of prices. Accrued 
infl ation as of November accounted for 28.6% or 1% more than the national average. 
To the contrary, the lowest price increase occurred in the city of Maracaibo, where 
accrued infl ation totaled 25.2%.

Caracas metropolitan area showed through November an accrued variation of 28.5% 
and inter-annual increase of 32.7%, that is, 9.9% and 12% over the same period in 
2007.

Other price indicators, such as the wholesale price index (WPI) and the producer 
price index (PPI) also climbed. The WPI accrued variation as of November was of 
27.7% and the annualized variation accounted for 30.7%, versus 14.5% and 16.3% 
in 2007.

Unlike the previous year, the PPI reacted to the speed-up noted in the annual infl ation 
rate of domestic goods (17.4%), given a lower increase for imported commodities 
(3.5%). Also, there was a surge in the PPI accrued and annualized variations, which 
in November 2008 stood at 24.6% and 26.3%, respectively (11.2% and 12.2% over 
the 2007 values).

Balance of payments 

Based on preliminary numbers, the 2008 balance of payments yielded a surplus of 
USD 4.16 billion. A current balance of USD 45.97 billion (21.7% of GDP), versus 
a defi cit in the capital and fi nancial account of USD 37.91 billion, determined the 
overall surplus and the increase of the country’s net international reserves, which 
amounted to USD 37.35 billion as of December 24th.

The current balance mirrored a change of its main variables. Exports signifi cantly 
increased (44.5%) and imports sagged (4.7%), resulting in a balance in the account 
of goods and services of USD 52.32 billion (24.7% of GDP). In 2002-2007, imports 
had shown a high growth rate; this favored a balance of goods more moderate than 
the balance recorded in 2008.

Balance of payments yielded 
a surplus of USD 4.16 billion 

Table 3
Adjustments to the policy on price management and control

PMVP: Maximum Price of Sale to the Public (MPSP).
Source: Offi cial Gazette.
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Total exports accounted for USD 99.92 billion, or 47.1% of GDP, the highest value 
since 1970 (near to a peak of 46.1% in 1974). The share of oil exports in this total 
amount heightened to 93.0%, and the institutional makeup in the public and private 
sectors was of 95.2% and 4.8%, respectively. The larger share of the public sector 
is due to the State control of most shares of the companies operating in the Orinoco 
Oil Belt, in keeping with the strategy of full oil sovereignty.

The surge of oil exports at 48.6% is intertwined with rising oil prices in the international 
markets and growing exports. High all-time values were reached in nominal and real 
terms. In 2008, the nominal price of the Venezuelan oil basket climbed to USD 88.74 
a barrel3, a 37.1% growth compared with the same term in 2007. In real terms, the 
Venezuelan oil basket averaged USD 15.16 a barrel at 1973 prices, beyond a record 
of USD 14.21 in 1981. As for the volume, exports of crude oil rose by 7.9%; but the 
exports of byproducts slightly shrank by 1.2%.

The information supplied by Pdvsa accounts for a renewed structure per destination 
of exports of crude oil and byproducts, with increasing exports to Asia, particularly 
China. The share of this region almost doubled to 15.8% in the fi rst half of 2008 from 
8.4% in the same term in 2007. The Americas continues holding the largest share 
in Venezuelan oil exports, that is, 75.7%, with relative advances in South America, 
Central America and the Caribbean.

Non-oil exports leapt 5.8%, in a context of increasing prices of some exported items 
and more placements of chemical products and iron ore. However, the main non-oil 
exports –alumina and aluminum plates– plummeted to more than 15%. This was 
due to the need to meet the domestic market demand and fi x glitches resulting from 
obsolescence of some production lines, in addition to labor confl icts.

3 As of December 19th, Ministry of Energy and Petroleum (Menpet).

Graph 2
Consumer price index

(Accrued infl ation as of November)

Source: BCV and INE.
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As for imports, a 4.7% growth shows a reduction of imports of vehicles and 
telephone sets for fi nal consumption and gross fi xed capital formation. Particularly 
in the automotive industry, there was a dramatic reduction of imports of vehicles for 
transport of passengers and commodities. This was partly due to a trade policy that 
entered into force early 2008 to foster domestic production.

To the contrary, other items soared, namely: agriculture and cattle breeding, and 
food and beverages. Imports of chemical substances and products, machinery and 
equipments, such as turbine engines and pumps, among others, were stronger also, 
albeit at a more moderate pace.

The outcome of the exchange terms, measured as the index of FOB export unit values 
divided by the index of CIF import unit values, confi rms the association of the current 
account with the profi t in terms of prices reached by oil-exports with regard to overall 
imports. Accordingly, the indicator shot up 28.9%.

For its part, the outcome of the capital and fi nancial account is 64.9% determined by 
fi nancial transactions in the public sector and 35.1% in the private sector.

The balance of direct investment is the result of rising foreign assets of the oil sector, 
basically because of more trade credits between Pdvsa and its subsidiaries. However, 
the investment of non Venezuelan residents also moved up through the purchase 
of shares and other capital notes from fi nancial institutions and private companies, 
as well as increasing items, such as due dividends and accounts payable to parent 
companies by the subsidiaries based in Venezuela.

With regard to the portfolio investment balance, the assets of debt securities increased, 
basically due to the purchase of fi xed rent securities by the public sector. The item 
“Other investment” continued showing growing deposits of the public and private 

Source: BCV.

Graph 3
Consumer price index in Caracas Metropolitan Area (CPI-CMA)

(Annual variation)
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sector, as well as the increasing accounts receivable by Pdvsa from its customers, in 
connection with the high levels of oil exports and energy cooperation agreements.

The country’s net international investment position ended with a balance of USD 
142.03 billion, thus reasserting Venezuela’s net borrowing capacity in the world. 
Assets rose by USD 45.02 billion (25.8%), and liabilities dropped by USD 10.17 
billion (11.6%), compared with 2007.

Monetary policy direction

The BCV was on the alert in view of the world events in order to timely assess any 
impact on the Venezuelan economy. A very uncertain global environment pointed to 
prudent action. This was true for the second half of the year, when the BCV did not 
implement any policies in addition to the policies set forth in the fi rst half of 2008. 
This was in accordance with the monetary policy guidelines approved by the BCV 
Board for the fi rst and second half, pursuant to article 32 of the BCV Law and under 
a number of measures adopted by the Executive Offi ce in the fi elds of taxes, price 
control, and incentive to domestic supply and distribution of goods and services.

During the fi rst half, the BCV revised twice the deposit rates of fi nancial institutions 
and adjusted the rates of open market operations (repo operations and certifi cates of 
deposit) in order to loose pressure on consumption.

1/ Prepared according to the guidelines of the 5th Edition of the IMF Balance of Payments 
Manual.

2/ A plus shows fewer assets or more liabilities.
3/ Excludes the adjustments for foreign exchange variations, prices and accounting update in 

the BCV balances.
Source: BCV.

Table 4
Balance of payments1/

Overall Summary
(Million USD)

2008 2007
Current account 45,971 20,001

Goods balance 52,322 23,702
FOB exports of goods 99,923 69,165

Oil exports 92,927 62,555
Non-oil exports 6,996 6,610

Imports -47,601 -45,463
Services balance -6,234 -5,851
Income balance 387 2,565
Current transfers -504 -415

Capital and financial account -37,906 -23,304
Financial account 2/ -37,906 -23,304

Direct investment -3,804 -1,591
Portfolio investment -3,061 4,092
Other investment -31,041 -25,805

Errors and omissions -3,909 -2,439

Current, capital and
financial balance 4,156 -5,742

Reserves -4,156 5,742
Assets  

2/ y 3/

-4,372 5,357
Liabilities 216 385
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In keeping with this action, the BCV Board, made a general review of the interest 
rate schedule in order to loose pressure on consumption and encourage saving4. In 
relation to savings rates, the BCV increased by 300 base points the lowest limits that 
fi nancial institutions should pay for their bank deposits. Interest rates for savings and 
liquid assets accounts went from 10% to 13%, and interest rates for time deposits and 
share certifi cates went from 11% up to 14%.

At that time, the BCV had not deemed it necessary to make any adjustment to the 
maximum lending rate (28%) and/or the methods to estimate the fi nancing rates 
of some key economic sectors, effective since May 2005. As the interest rates in 
economically strategic sectors showed a sustained growth, the BCV decided on the 
aforementioned date to set new maximum fi nancing rates in the agricultural sector at 
14%; tourism-related operations, 17% and 19% for “A” and “B” groups, respectively5;
and 19% for the loans associated to manufacturing. In addition to the maximum rate 
set for the latter, the BCV resolved that banks should reach by 12/31/2008, at least 
10% of sharing out of the balance recorded by their gross loans portfolio in December 
2007 to fi nance manufacturing.

Additionally, in order to send a signal to the market about the need to curb consumption 
and encourage savings, the BCV raised the maximum interest rates for credit-card 
operations, from 28% to 32%6.

In this fi rst stage of adjustments to interest rates, the BCV also revised the payment 
applicable to its monetary policy papers. Accordingly, the absorption operations rate 
was raised by 100 base points, both in the 28-day and 56-day terms, to 12% and 
13%, respectively.

4 BCV Resolution N° 08-02-03, released in the Offi cial Gazette N° 38,880 on February 28th, 2008.
5 BCV Resolution N° 08-02-05, released in the Offi cial Gazette dated February 28th, 2008.
6 BCV Resolution N° 08-02-04, released in the Offi cial Gazette N° 38,880 on February 28th, 2008.

Graph 4
BCV baseline rates for absorption

Source: BCV.
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BCV’s supply of liquidity rates increased by 200 base points, that is, from 18% to 
20% for 14-day term, and from 19% to 21% for 28-day term. For its part, the rate 
receivable by BCV as lender of last resort for discount, rediscount, advances and 
repos operations went from 28.5% to 32.5%7.

After two months, effective on May 1st, the BCV, following an assessment of main 
economic indicators, deemed it necessary to readjust internal savings rates, credit-
card rates and preferential rates for the tourism sector.

The second stage of the revision of interest rates comprised, on the one hand, an 
increase by 200 base points of the rates for savings accounts and liquid assets 
accounts from 13% to 15%; and an increase by 300 base points of the rates for time 
deposits and liquid assets accounts, from 14% to 17%8. On the other hand, lending 
rates for credit-card consumption went from 32% to 33%9. In line with the strategy 
to encourage production sectors and key services, maximum rates of 16% and 17% 
were set for the “A” and “B” Groups of the tourism sector10.

Concomitantly, the BCV authorities adjusted the rates of open market operations, 
consistent with the changes made to the aforementioned interest rates in the fi nancial 
system. Accordingly, effective in May, the BCV heightened by 100 base points 
absorption rates to 13% for 28-day term, and 14% for 56-day term.

With regard to BCV’s lending operations, in furtherance of appropriate balance in 
the fi nancial market, the BCV approved a new term of seven (7) days, with a rate of 
22%. Also, the BCV kept the operation of 14 and 28 days and increased the rates by 
300 base points, to 23% and 24%, in each case. Discount, rediscount, advances, and 
repos as lender of last resort increased again by 100 base points, to 33.5%11.

7 BCV Resolution N° 08-02-02, released in the Offi cial Gazette N° 38,880 on February 28th, 2008.
8 BCV Resolution N° 08-04-03, released in the Offi cial Gazette N° 38,920 on April 29th, 2008.
9 BCV Resolution N° 08-04-04, released in the Offi cial Gazette N° 38,920 on April 29th, 2008.
10 BCV Offi cial Notice, issued on May 8th, 2008.
11 BCV Resolution N° 08-04-02, released in the Offi cial Gazette N° 38,920 on April 29th, 2008.

Graph 5
BCV baseline lending rates

Source: BCV.
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Unlike the previous fi scal year, the most frequently used monetary policy instrument in 
2008 was the open market operations with BCV’s securities and operations under sale 
and repurchase agreements (repo operations) of public debt bonds. Despite the increase 
of 200 base points of interest rates for lending operations, the Institute refrained from 
incurring major costs as part of its monetary policy. It is worth mentioning that the 
BCV continued enforcing the policy of legal reserve requirements adopted in 2006 and 
2007. This allowed the BCV to tie up a substantial amount of resources from fi nancial 
institutions in times of high realization prices of the Venezuelan oil basket.

More dynamic open market operations, particularly the use of BCV’s certifi cates 
of deposit (CD), reversed the downward trend through 2007 in the share of the CD 
balance. The information supplied as of November shows a soaring current balance 

Table 5
Summary of the measures adopted by BCV in 2008

Source: BCV.
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of these notes to 77.5%, compared with 2007, and percentage share of the monetary 
base of 28.0% (19.7% ending 2007).

Monetary and fi nancial sector

Average growth rates of M2 and M1 monetary aggregates continued slowing down, 
as it has happened since the fourth quarter of 2007. As of the week of December 
19th, monetary liquidity and M1 recorded an annual nominal variation of 23.9% and 
25.3%, respectively, lower than the average through November 2007 of 28.8% 
and 24.6% in each case.

Based on the provisional data supplied as of November, annual real variations of 
monetary liquidity and M1 shrunk 3.2% and 4.6%, respectively, versus a growth 
of 1.8% and 4.4% in 2007. As of the week of December 12th, the annual monetary 
growth of the monetary base –including the effect of the measures related to legal 
reserve requirements– was 27% lower than the 43.9% growth recorded in 2007.

Interest rates for time deposits 
and savings accounts stood at 
15.6% and 13.7%, respectively, 
also higher than the levels 
recorded in 2007 (10.6% and 
7.4% for each instrument)

Graph 6
Broad monetary aggregates
(Annual nominal variation)

* Week at 11/28/08
** Week at 12/19/08
Source: BCV.
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A major monetary infl uence of the government and Pdvsa is notable in the monetary 
base performance. The combined effect of a larger supply of monetary base and a 
slowed down monetary aggregate translated into the growth of the aforementioned 
balance of certifi cates of deposit.

Through November 2008, the lending interest rate applied by commercial and 
universal banking averaged 23.3%, more than the 17.3% in 2007. Interest rates for 
time deposits and savings accounts stood at 15.6% and 13.7%, respectively, also 
higher than the levels recorded in 2007 (10.6% and 7.4% for each instrument).

For their part, fi nancial indicators which collect the results of intermediation, 
liquidity, capitalization and profi tability of commercial and universal banking were 
rather similar to the 2007 levels, except for the indicators that evaluate the quality of 
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assets (non-performing and coverage ratios). While deteriorated, the latter are still 
at acceptable levels.

These results emerged in a world environment full of uncertainty. Therefore, the 
entity responsible for bank supervision implemented some preventive measures in 
order to lessen the impact of the crisis on the domestic fi nancial system. Indeed, 
the Superintendent of Banks and Other Financial Institutions (Sudeban) enforced 
standards that, on the one hand, sought to improve the accounting record of bank 
operations in order to refl ect in a transparent manner both the fi nancial situation 
and results of the management of each institution12, and, on the other hand, prevent 
the investment portfolio from being deteriorated, particularly, due to the holding of 
structured notes13.

12 Published in the Offi cial Gazette, Special Edition, N° 5,881, on May 7th, 2008.
13 Offi cial Gazette N° 38,933, dated May 19th, 2008. Provisions under an offi cial communication of Sudeban, 

dated September 23rd, 2008.

Graph 7
Interest rates

Commercial and universal banking

* Through 10-31-08.
 Source: BCV.
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Lending interest rate Time deposits Saving accounts

%

Beginning  
of regulated 
interest rates

Revision 
of minimum 
limits 

Revision of minimum limits 
for saving accounts from  
10% to 13% and time deposits  

Revision of minimum
limits for saving 
accounts from  13% to 15% 
and time deposits 
from 14% to 17%

from 11% to 14%

Table 6
Indicators of quality of assets

Commercial and universal banking

Source: Sudeban.

Month

Oct-2008 Dec-2007 Oct-2007

Provision for loans portfolio / Gross non-performing assets (%). 132.5     176.3     170.1  
Non-performing assets / Gross credit portfolio (%) 2,0        . 1,2        . 1.2      

Indicators
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As for obligatory portfolios, the ministries responsible for setting the minimum 
percentages of the agricultural and mortgage portfolios made adjustments to the 
distribution of the percentages allotted to these sectors14, in order to broaden the 
segment of recipients. In addition, the preferential rate for the agricultural sector 
shortened to 13%, less than 17.3%, the value during the week of January 4th, 2008.  
This was the case for the rates for the tourism sector. Agricultural loans expanded 
49.3%, or 23.4% less than in October 2007. The hike in credits for the tourism and 
mortgage sectors was less pronounced. In October 2008, they increased to 65.2% 
and 55.7%, respectively, compared with 167.9% and 98.5%, during the same term, 
the previous year.

The annual variation of the total loans portfolio was under the values recorded in 2007 
(78.8% in January-October), and ended at 45.5% for the same period. In real terms, 
the loans portfolio dropped 5.7% by October, a situation that had not been witnessed 
since February 2004, when it fell down to 5.3%. Lending to the commercial sector 
played a major role in the outcome, as it dropped by 15.8% and accounted for 47.2% 
out of the total portfolio. Also, the poor performance of loans for micro-businesses 
had an impact; their annual real variation was in the red, at 17.8%.

With regard to the use of credit cards by households, as soon as the fi rst hike of the 
related interest rate entered into force in March of this current year, the real growth 
slid to 10% at the end of the third quarter, compared with 74.6% during the same 
term in 2007.

Total deposits have slowed down since December 2006, as well as deposits in current and 
savings accounts, which play a major role in the total amount (69.8% on average in January-
October). The annual real variation of such short-term deposit instruments was in the red 
most of the year. Instead, time deposits grew, but showed a downward trend from June.

14 Resolutions released in the Offi cial Gazette N° 9,033, on October 8th, 2008, and Offi cial Gazette N° 38,889, on 
March 12th, 2008.

Graph 8
Obligatory loans portfolios

(Annual growth rate)

Source: Sudeban and own estimates.
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Graph 9
Index of enlarged non-performing credits 

for obligatory loans

1/ Measured as the ratio of restructured, due for payment and disputed loans portfolio / total loans portfolio.
Source: Sudeban and own estimates.
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Enlarged non-performing credits 
of the commercial and 

universal banking stood at 2.3%

Graph 10
Overall loans portfolio

(Annual real growth rate)

Source: Sudeban and own estimates.
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Savings accounts, in the aggregate, have advanced over the past few years. Based on 
October numbers, 91.2% out of the total of open accounts contains amounts lower 
than USD 2,333. However, the opening of new savings accounts was reduced to more 
than a half compared with October 2007.

Por sector institucional, se observó que los depósitos provenientes del sector público 
presentaron al mes de octubre un incremento anual (33,8%) superior al registrado 
por el sector privado (25,8%). 

Per institutional sector, the annual increase as of October of deposits from the public 
sector (33.8%) was higher than deposits from the private sector (25.8%).

The new Law on Credit, Debit, Prepaid Cards and Other Financing or Electronic 
Payment Cards is noteworthy in the fi eld of fi nancial regulations. The law, effective 
in June 2008, is set to ensure observance and protection of users’ rights, and instructs 
the issuers of these instruments to supply appropriate information to card holders and 
settle any disputes related to their use.

Graph 11
Savings accounts 

Commercial and universal banking

* Preliminary fi gures
Source: Sudeban and BCV.
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Graph 12
Total numbers of new savings accounts

Source: BCV.
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Graph 13
New savings accounts

Source: BCV.
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Recent events in international fi nancial markets show a still complex, uncertain 
scenario. While most central banks and governments have joined efforts to supply 
liquidity to the fi nancial system and lessen pressure on the market, the long-term 
effects of these events are yet unknown as well as their persistence.

Nevertheless, under these circumstances, Latin America is stronger than ever to face 
fi nancial troubles, and the prospect of growth is still acceptable. Most emerging coun-
tries are most concerned about the impact of the crisis on raw materials markets and 
increasing restrictions to foreign fi nancing sources for the public and private sectors. 
Likewise, authorities face higher infl ation rates, far from the 2007 forecasts, partly 
due to higher global food and energy prices.

It should be noted that the Venezuelan economy has fi nancial and institutional re-
sources available to counter the impact of the crisis in the short term. An adequate 
level of reserves –apportioned by the BCV among banks in good standing–, whose 
status is monitored on a daily basis; other foreign assets kept by the Republic, and 
a steady fi nancial system under the continued supervision of public regulating au-
thorities, in addition to the foreign exchange management system, act as a barrier to 
capital fl ight, incoming speculative capital and proliferation of high-risk international 
fi nancial papers. Also, the national government has taken important initiatives to 
create alternative facilities of regional trade and fi nancial integration.

Nevertheless, this state of preparedness should be complemented by prioritizing pu-
blic expenditure and its investment component, in order to prevent a greater impact 
as the crisis gets worse. This is particularly the case in view of increasing fi nancing 
needs in 2009 based on to the expected performance of oil prices as opposed to 2008. 
This means the use of accrued assets because of rationed international lending. Such 
vulnerability has increased as a result of the larger share of oil exports in the export 
pie.

Another lesson to be learned from the crisis is the relevance of a country’s fi nancial 
stability. Financial supervisors and the Central Bank should join efforts. As the Central 
Bank is responsible for the system of payments, it is advisable to strengthen security 
and monitoring networks through proper coordination mechanisms among Sudeban, 
BCV, Fogade and the National Securities Commission. Also, timely, continued ex-
change of information for effective, systemic regulation is strongly recommended.

A third, substantial lesson for our country, the hemisphere and the world are the 
changes needed in the regional fi nancial architecture to maintain growth by sustain-
ing intra-regional trade and have available fi nancial resources to back the balance 
of payments.

Therefore, the region should, fi rstly, reinforce existing compensating trade facilities, 
such as the Agreement on Reciprocal Payments and Credits of the Latin American 
Integration Association, with a regional scope, and the System of Payments in Lo-
cal Currency, recently enforced by the Common Market of the South, on a bilateral 
basis. Both cases are aimed at keeping commercial fl ows with a minimum impact 
on international reserves.

Also, the region should better its ability to mobilize fi nancial resources in order to 
spur growth (investment) or sustain the balance of payments. From this view, the 

V/
CHALLENGES AHEAD OF 2009

Venezuelan economy has fi nancial 
and institutional resources 
available to counter the impact of 
the crisis in the short term



YEAR-END ADDRESS BY THE PRESIDENT    DECEMBER 2008     PÁG. 39 

Caracas, December 2008

José Manuel Ferrer Nava
Acting President

implementation of novel institutional facilities, such as the Bank of the South and 
the Alba Bank, is advisable. These key elements which form part of a strategic vision 
will, within a reasonable term, advance institutionalism and policies for a proper level 
of hemispheric fi nancial and political autonomy.

At bottom, the point at issue is the building of a regional alternative, sound and steady, 
fi nancial architecture meant to encourage economic and social development; chan-
nel savings to the benefi t of our region; encourage investment and move production 
frontiers; foster supply of basic, education and health care services; reduce poverty 
and bridge other social gaps, and democratize leading participation in the economic, 
social, political and cultural fi elds.

As for the domestic economy, there is the need to continue diversifying the production 
apparatus in order to reduce vulnerability to external economic affairs. The internatio-
nal context poses great challenges to us, policy makers, and stresses the importance 
of working hand in hand with public branches and fi nancial regulating agencies in 
order to sustain the Venezuelan economic growth over the next years.



VI/
STATISTICAL APPENDIX
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Main macroeconomic aggregates

(*)  Provisional numbers.
* Revised numbers.
a/ Accrued as of November.
b/ Numbers as of December 24th.
c/ At the week of November 28th.
d/ At the week of December 12th.
e/  Plain average of lending and borrowing interest rates of time deposits in commercial and universal banking (national coverage).
1/ Average of the fi rst three quarters of the year.
2/ Through November.
3/ Year end.
4/ Inter-annual variation (Oct-08 / Oct-07).
5/ Includes demand deposits, savings deposits, time deposits and otherwise.
6/ Plain average of lending and borrowing interest rates of time deposits in commercial and universal banking (national coverage).
Source: BCV.
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Gross Domestic Product 
(Million VEB)

1/ Including agriculture and restaurants and hotels.
2/ Sifmi: Indirectly measured brokerage services
Source: BCV.

Total, non-working and working population
(People)

Note: Total population in the private sector comprised private formal, informal and undefi ned employment. 
1/ Potential labor force.      
2/ Did not name any variable to apply as working in the formal or informal sector of the economy.
3/ Looking for a job for the fi rst time.      
Source: INE.
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National consumer price index (NCPI)
(Variation %)

Source: BCV.

Through Nov. 2008

Accrued

National consumer price index (NCPI)
General 27.6
   Food and non-alcoholic beverages 40.3
   Alcoholic beverages and tobacco 26.4
   Apparel and footwear 17.3
   House rental 6.3
   Residential services, except for telephone 5.5
   Household furniture and fittings 33.2
   Health 35.9
   Transport 27.8
   Communications 7.1
   Entertainment and culture 22.6
   Education 28.5
   Restaurants and hotels 41.0
   Miscellaneous 34.8

Goods 30.0
   Agriculture 42.5
   Fishery 26.5
   Agricultural industry 34.2
   Other 23.7

Services 24.1

Spread Index (average percentage) 49.4

Tradable / Non-tradable Ratio 4.8

Wholesale price index (WPI)
General 27.7
   Domestic 31.3
   Imported 14.7

Private manufacturing price index (PMI) 24.6
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Commercial and universal banking
A summary of the balance sheet

a/ Numbers by October.
1/ Refers to net available funds; the allowance for liquid assets has already been included.
2/ Includes investments in securities for dealing, securities available for sale, securities held through maturity, other securities and restricted securities.
3/ Includes proceeds receivable for liquid assets, investments in securities, loans portfolio and other accounts receivable, in addition to fees receivable and the allowance.
4/ Includes stake in third parties, investments in foreign branches and the allowances.
5/ Includes contingent assets, fi xed assets and any other assets.
6/ Includes rights and stake in securities and restricted public bank deposits.
7/ Includes BANAP bonds and other borrowing, in addition to accounts payable for public bank deposits, BCV bonds, BANAP bonds, other borrowing, fi nancial brokerage bonds,

convertible bonds and junior bonds.
Finally, it includes other fi nancial brokerage bonds, junior bonds, convertible bonds and other liabilities.
Source: Sudeban.

(Million VEB)
2008 a/ 2007 a/ 2007/ 2006

Total assets 261,007,621 200,872,290 29.9

Liquid assets 1/ 61,866,197 47,068,678 31.4
Loans portfolio 122,671,327 95,510,242 28.4

Effective 123,147,317 96,094,299 28.2
Rescheduled 332,396 267,948 24.1
Maturity 2,365,855 1,146,228 106.4
Disputed 121,347 70,883 71.2
Less:
   Provision for loans portfolio 3,295,588 2,069,116 59.3

Investments in securities 2/ 59,634,746 47,145,441 26.5
Placements in BCV and inter-bank operations 29,434,153 17,631,694 66.9
Securities for dealing 538,539 718,919 (25.1)
Securities available for sale 6,117,447 5,899,616 3.7
Securities held through maturity 14,602,712 17,563,294 (16.9)
Restricted availability 6,944,047 4,597,560 51.0
Other securities 2,765,347 782,213 253.5

Less:
   Allowance for investments in securities 767,499 47,855 1,503.8

Interest and fees receivable  3/ 3,295,301 1,809,976 82.1

Investments in subsidiaries, affiliated companies and foreign branches 4/ 2,639,618 2,387,480 10.6

Other assets 5/ 10,900,432 6,950,473 56.8

Total liabilities 239,380,709 184,884,003 29.5
Total deposits 202,349,157 161,408,685 25.4

Demand deposits 102,084,262 84,685,529 20.5
Savings deposits 38,777,526 31,674,678 22.4
Time deposits 29,520,907 17,316,546 70.5
Other public bank deposits 6/ 31,966,462 27,731,932 15.3

Other liabilities 7/ 37,031,552 23,475,318 57.7

Working management 1,846,384 1,425,363 29.5
Equity capital 19,780,528 14,562,924 35.8

Percentage variation
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