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Venezuela Primer — A presidential election that sparks hope in a
weary land

Background Brief:

Event: The Presidential elections for a six-year term will be held on Sunday, July 28. Polls suggest an ample opposition
victory under free and fair circumstances. A transfer of power is not expected to be frictionless. In fact, the very long
interim period, between the election and the beginning of the new term (January 10, 2025), is unlikely to be smooth.
Regional, local and legislative elections are set to take place in 2025 - date not determined - for a new five-year term.

Government of Venezuela: Venezuela is a federal presidential republic, with the president both head of state and
head of government. Executive power is exercised by the President. Legislative power is vested in the National Assembly
of Venezuela. Supreme judicial power is exercised by the Supreme Court.

Key Figures: Incumbent president Nicolas Maduro is running for a third consecutive term. Maduro narrowly defeated
the opposition in 2013 by 50.6% to 49.1%, followed by a landslide of 68% to 21% in 2018. Venezuela has suffered a
prolonged severe social, economic, and humanitarian crisis for several years. Oil production collapsed, infrastructure
crumbled, poverty soared, and the brain-drain has been significant. The main opposition candidate is Edmundo Gonzalez
(Unitary Platform), a former diplomat. Gonzalez is standing in for the popular Maria Corina Machado, barred from running
by the government-backed Supreme Court. It should be noted that, given the lack of international validation, such as from
the IMF, Venezuelan statistics are to be taken with an extra grain of salt.

Polls: A broad selection of polls points to support for President Maduro oscillating within a 10-30% range, while Gonzalez
receives 50-70%.

Challenges: A non-negligible share of the electorate resides beyond the Venezuelan borders. Yet, registration
difficulties have limited the number of eligible voters. Estimates suggest that up to a quarter of the over 20 million electoral
population live abroad. But only around 70 thousand of what is likely an opposition vote stronghold is correctly

registered.

Sanctions: The disqualification of political competitors led the Biden administration to reimpose oil sanctions in April.
Last October, the U.S. provided the Venezuelan government relief from sanctions on its state-run oil, gas and mining
sectors after it agreed to work with members of the opposition to hold a free and competitive presidential election this
year.

Possibilities: While Maduro has indicated that only his victory would prevent bloodshed (a statement later downplayed),
the potential negation of the apparent appetite for change may stoke division within government forces and heighten
global backlash. A negotiated move towards a change of government, while gradually rebuilding democracy in Venezuela,
and reinstalling confidence in the institutional framework may deliver, over time, an improvement in economic growth. A
macro stabilization program would require massive financing needs. Venezuela has proven oil reserves that exceed Saudi
Arabia. Oil production last year was 26% of where it was in 2008 and would unlikely improve in the short-term considering
years of underinvestment. An opposition win, and a negotiated transition could lead to sizable immigration flows and a
rally of Venezuelan assets (including government and PDVSA bonds), as hope that sanctions are lifted and FDI flows
boost the country’s short-term economic outlook. In the case of a transition, trade spillovers to the region in the near term
appear limited considering low levels of imports and exports, estimated to have reached an annual total of USD10 billion
and USD4 billion, respectively; rebuilding cross-border trade relationships is likely to require sizable support from trade
guarantees. Nevertheless, Maduro’s allies in Congress and the Supreme Court could stifle an opposition-led presidency.

Please refer to the last page of this report for important disclosures, analyst and additional information. Itai Unibanco or its subsidiaries may do or seek to
do business with companies covered in this research report. As a result, investors should be aware that the firm may have a conflict of interest that could
affect the objectivity of this report. Investors should not consider this report as the single factor in making their investment decision.
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Diving into the Details:
A severe economic crisis (where to begin...)

Catastrophic economic results over the last decade are likely behind growing calls for an administration
change. Available data suggests that the Venezuelan economy has contracted sequentially since 2014, leading
cumulative GDP to reach roughly one quarter of its 2014 level — a most impressive drop for a country that is not facing
armed conflict. Despite having the largest proven global oil reserves (300 million barrels, equivalent to 20% of the
total), oil production has plummeted in recent years to around 0.8 million barrels in 2023 (compared to over 3 million
barrels in the late 2000s). According to the U.N., poverty peaked at 90% in 2019. Purchasing power as measured by
GDP per capita in PPP terms fell to USD 3,600 in 2023, one of the lowest figures in the region. Hyperinflation remains
relevant. Although prices are no longer surging at the record 20,000% pace seen in 2019, inflation during the last
three years has generally exceeded three digits. The authorities have generally responded with a series of exchange
rate and price controls, exacerbating the economic crisis.

An economic and social crisis With a large room for improvement
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Time for change?

Polls suggest an ample opposition victory on the presidential election of July 28. There are, however, serious
doubts over a free and fair process, while a potential transfer of power is not expected without contest.
Venezuela is a federal presidential republic, where the President is both head of state and head of government.
Executive power is exercised by the President, and legislative power is vested in the National Assembly, while
supreme judicial power is exercised by the Supreme Court. When the National Assembly moved into opposition
control in 2015, the Supreme Court stripped the Assembly of its powers, ruling that all powers would be transferred to
the Supreme Court. Entering the 2024 election, incumbent president Nicolas Maduro is running for a third consecutive
term. Maduro narrowly defeated the opposition by 50.6% to 49.1% in 2013, and then won by a landslide 68% to 21%
in 2018, a vote many observers deem to have been skewed. The main opposition candidate is Edmundo Gonzalez
(Unitary Platform), a former diplomat. Gonzalez is standing in for the popular Maria Corina Machado who was barred
from running by the government-backed Supreme Court. A broad selection of polls points to support for President
Maduro oscillating within a 10-30% range, while Gonzélez receives 50-70%. The arbitrary disqualification of political
competitors led the Biden administration to reimpose oil sanctions in April. Last October, the U.S. provided the
Venezuelan government relief from sanctions on its state-run oil, gas and mining sectors after it agreed to work with
members of the opposition to hold a free and competitive presidential election this year.
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Polls show a regime change Voting Intentions
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Short-term effects: Possible immigration boom and asset surge

A possible opposition victory may see the reversal of the strong outward migration flows evidenced over the
last decade. Through June-24, around 7.5 million Venezuelans are reported to have left their country, with the bulk of
the outward migration being absorbed throughout the LATAM region. Migration flows have had several heterogenous
economic effects throughout the region, as initial outward waves were likely associated to higher levels of human
capital, yet over time have placed a strain on public services and fiscal accounts of receiving economies. Venezuelan
migration has also been increasingly associated to organized crime (Tren de Aragua gang). Immigration experts
suggest up to 30% of migrants could return to their home country if the economic, social and political conditions
improve. An opposition victory may also lead to a rally in government bonds as hope that sanctions are lifted and FDI
flows resume boost the country’s economic outlook. Oil output, however, appears unlikely to increase in the short-
term, as infrastructure is presumably severely deteriorated after years of underinvestment, and human capital in the
industry has been depleting for years. In the case of a transition, trade spillovers to the region in the near term appear
limited considering low levels of imports and exports, estimated to have reached an annual total of USD10 billion and
USD4 billion, respectively; rebuilding cross-border trade relationships is likely to require sizable support from trade
guarantees. Uncertainty persists on the state of the financial system. The IMF has not completed an Article IV
consultation for Venezuela since 2004.
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Cumulative outward migration from Venezuela
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Our take: While the incumbent Maduro has indicated that only his victory would prevent bloodshed (a statement later
downplayed), the potential negation of the call for change may stoke division within government forces and heighten
global backlash. A negotiated move towards a transfer of power, while gradually rebuilding democracy in Venezuela,
and reinstalling confidence in the institutional framework may draw, over time, significant economic upsides.
Nevertheless, allies of Maduro in Congress and the Supreme Court could stifle an opposition-led presidency.
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Relevant Information

-

. This report has been prepared and released by the Macro Research Department of Itad Unibanco S.A. (“ltad Unibanco”). This report is not a product of the Equity
Research Department of Ital Unibanco or Itat Corretora de Valores S.A. and shall not be construed as a research report (“relatério de analise”) for the purposes of
Article 1 of the CVM Instruction NR. 20, dated 2021.

2. The exclusive purpose of this report is to provide macroeconomics information and it does not constitute and shall not be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial product, or to participate in any particular trading strategy in any jurisdiction. The information herein is believed to
be reliable as of the date on which this report was released and it has been obtained from public sources believed to be reliable. However, Itat Unibanco does not
make any explicit or implied representation or warranty as to the completeness, reliability or accuracy of such information, nor does this report intend to be a
complete statement or summary of the markets or developments referred to herein. Itai Unibanco has no obligation whatsoever to update, modify or amend this
report and inform the reader accordingly.

3. The opinions contained herein reflect exclusively the personal views of the analyst responsible for this report and were prepared independently and autonomously,
including in relation to Itad Unibanco, Itau Corretora de Valores S.A. and any other companies within their economic group.

4. This report may not be reproduced or redistributed to any other person, in whole or in part, for any purpose, without the prior written consent of Itatl Unibanco.
Additional information on the financial products mentioned in this report may be available upon request. Itai Unibanco and/or any other company within its
economic group is not and shall not be liable for any investment decisions (or otherwise) based on the information provided herein.

Additional Note: This material does not take into consideration the objectives, financial situation or specific needs of any particular client. Clients must obtain financial, tax,
legal, accounting, economic, credit and market advice on an individual basis, based on their personal characteristics and objectives, prior to making any decision based on
the information contained herein. By accessing the material, you represent and confirm that you understand the risks related to the financial instruments described in this
material and the laws in your jurisdiction relating to the provision and sale of financial service products. You acknowledge that this material contains proprietary information
and you agree to keep this information confidential for your exclusive use.

For inquiries, suggestions, complaints, criticisms and compliments, talk to Itai’s CSCC: 0800 728 0728. Or contact us through our portal https://www.itau.com.br/atenda-
itau/para-voce/. If you are not satisfied with the proposed solution, please contact the Itai Corporate Ombudsman: 0800 570 0011 (on weekdays from 9 AM to 6 PM) or
our PO Box 67.600, S&do Paulo-SP, Zip Code 03162-971. Hearing impaired, every day, 24h, 0800 722 1722.
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