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

After the start of the electoral campaign, it is expected that there will be a relative increase

in public spending. In this sense, the Central Bank of Venezuela (BCV) is expected to make
additional contributions to contain the exchange rate and the inflationary impact. The BCV
opened the first week of July allocating US$150 million in cash and US$18 million in electronic
currencies, in order to contain the parallel exchange rate and interrupt the widening of the gap
between the official and parallel rates, which had already reached 13.8 percent in June, its
highest level since November 2022. It rose rapidly in early July, from 9.8 percent after the
intervention on July 1, 2024, and closed at 12.5 percent.

This striking containment of spending is largely explained by the fact that half of public
spending, which is indexed to the BCV exchange rate, remains frozen due to exchange rate
stability. The BCV controls the formation of the price of the currency in the formal market. It
allocates a high proportion of the weekly foreign currency (estimated at 60 percent) to the public
banks, which probably maintains the intervention exchange rate even after having exhausted
the foreign currency allocated by the BCV. This helps the weighted price reported by the BCV
to remain stable and, subsequently, is the reference that the BCV uses to set the intervention
exchange rate.

In June 2024, the monthly inflation rate according to the BCV was 1 percent, while the rate
published by the Venezuelan Finance Observatory (OVF) stood at 2.4 percent. The annualized
and accumulated variations reached 68 percent and 18.1 percent, respectively. This slowdown
in inflation is explained by the nominal appreciation of the bolivar against the dollar.

In June 2024, the exchange rate decreased 0.25 percent. The wage restraint that the
government has been applying also influenced this result. It is worth mentioning that the inflation
rate of 2.4 percent in June was significantly higher than the variation in the exchange rate, while
in June, in annualized terms, the exchange rate depreciated 30 percent. Inflation in that span
totaled 68 percent. These data indicate that the domestic inflation rate is 2.7 times greater than
the nominal depreciation of the exchange rate, with which the internal purchasing power of the
bolivar has fallen while its external purchasing power has increased.

Regarding binational trade with Colombia, according to Cavecol, commercial exchange between
Venezuela and Colombia increased 28.9 percent in the second two months of 2024. In this
sense, imports of Colombian products to Venezuela experienced an increase of 36.8 percent,
while exports decreased 2 percent. The figure reached US$304 million, which means an
increase of 28.9 percent, compared to the US$236 million corresponding to the same period in
2023. According to the figures published by Cavecol, the total traded between the two countries
— approximately 26.6 percent — was registered through the borders between Tachira and Norte
de Santander. Between Paraguachdn and Maicao, an exchange of US$135 million was
registered, which represents approximately 44.4 percent of the total traded.
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Learn more about our Venezuela Focus Team.

Information contained in this newsletter is for the general education and knowledge of our readers. It is not designed to be, and should
not be used as, the sole source of information when analyzing and resolving a legal problem, and it should not be substituted for legal
advice, which relies on a specific factual analysis. Moreover, the laws of each jurisdiction are different and are constantly changing.
This information is not intended to create, and receipt of it does not constitute, an attorney-client relationship. If you have specific
questions regarding a particular fact situation, we urge you to consult the authors of this publication, your Holland & Knight

representative or other competent legal counsel.
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