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Tightening the Noose

When President Chávez used a pair of
pliers to threaten the country with tightening the
noose, everyone understood he meant the tightening
would be around the opposition. But now in three
quick moves this week the President has been tough
only on his own people in a clear sign that it is not
only that the revolution is going to get tougher, but
that there is some level of understanding that the
Executive branch is performing poorly.

The first noose was applied to General
Cruz Weffer, who was removed from his post as
Commander of the Armed Forces. General Cruz
Weffer, famous or infamous for saying two years
ago that he did not believe in public bidding because
large companies always make the lowest bid, had
been repeatedly accused of corruption during his
tenure as Head of Urban Development, as part of the
Bolívar 2000 project and now in his position as
Commander of the Armed Forces. The charges were
more than just accusations. Newspapers have
published names, dates, mounts and even copies of
some of the checks, but up to now, nothing has
happened. Even worse, both the President and
Minister of Defense Rangel had actually defended
the General. Thus, it was somewhat surprising that
President Chávez announced his removal on
Sunday, even though he justified such removal as a
"regular" maneuver within the Armed Forces.
Unfortunately, the removal is anything but normal
and continues the trend of removing someone
accused of corruption within his Government, but
then no mention is made of the charges and no
investigation is opened. Given that the President
used the fight against corruption as one of his most

important campaign themes and he promised to bring
military efficiency to the Government, the general’s
dismissal ratifies the failure of Chávez to deliver on
his most basic promises.

The second noose was that applied to the
more moderate wing of the Movimiento Quinta
República. In a meeting of MVR group of deputies it
was decided to remove Ernesto Alvarenga as
Majority leader of the Assembly Alejandro Armas as
head of the committee that will review the bills
approved under the enabling law. Additionally, the
new Vice/President of the Assembly will be Rafael
Jimenez of MAS, who was recently defeated in his
attempt to unseat the MAS leadership. While the
MVR spokesmen for the decision were attempting to
downplay the replacements, Armas was combative,
saying that only the President of the Assembly could
take such a decision and that a minority within a
political group could not make a decision for the
National Assembly. In fact, Armas had been
extremely critical of the Government that day saying
that it was not enough to remove personalities that
will go enjoy private life in opulence without
addressing the reasons that caused the removal This
was a clear reference to the Cruz Weffer removal.

While the President and MVR may be
thinking that the changes will reinforce their
leadership in the Assembly, we think otherwise.
While the detailed headcount in the Assembly might
still be slightly in favor of MVR, what used to be a
solid majority has now become a slim margin, which
will likely disappear if the MVR continues to attempt
to run the Assembly in a dictatorial fashion. Were
MVR to lose control of the Assembly, the stage
would be set for a political crisis in 2002. The threat
by Secretary of Organization of MVR Francisco
Ameliach was ominous when he said: “ if we lose the
majority in Parliament due to treason, the door will
be closed to a democratic path for the revolutionary
process” So much for his belief in democracy.

The final notch in Chávez’ decisional week
was to create the Ministry of Agriculture and Land.
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Early in his Presidency, Chávez had merged the
Ministry of Commerce and the Ministry of
Agriculture in his belief that fewer ministries would
be a more efficient way of running the country. Now
he has split the two looking to have a more effective
policy in both. The new Minister tried to calm those
afraid of the Land Bill by saying that he would not
expropriate any land in 2002, which did little to
drive away the fears. A more mysterious decision
was the resignation of Minister of Science and
Technology Genatios. Genatios had one of the most
positive images in the Cabinet and had been
rumored to be the new Minister of Commerce.
Instead, he reportedly resigned for personal reasons
last week.

Other changes are in the cards in early
2002. Chávez himself has announced them, but
apparently it is not easy to convince people to join
the Cabinet. The opposition has yet to see Chávez
tightening the noose on them in 2001, but they are
certain that they will se attempts in 2002.  In the
meantime, they turned the cards on him by breaking
the quorum on Thursday in a session called to
approve the reform of the Income Tax Bill. It was
the second cancellation of the vote, except that the
first one was due to the absence of MVR deputies
taking their Christmas vacation.  Such is life in the
fifth Republic.  We are sure that we will find several
surprises in the weeks to come.  Let the show
continue........And Happy New Year!!

A New Foreign Exchange Policy

The sharp drop in the Venezuelan currency
this week, which went from Bs. 755.75 per US$ last
week to a close at Bs. 763.50 per US$ has taken the
markets by surprise. Typically, the last week of the
year is a quiet one in which the currency moves at
the whim of the Central Bank. This week however,
there was strong pressure on the currency, as the
Central Bank appeared to step back from the market
allowing it to rise in spurts. There was strong
pressure from the retail buyers but there were clear
signs that the Central Bank would announce a new
exchange policy this week. The fact that the
currency will change the year at or near Bs. 770 per
US dollar is somewhat ironic given that that level is
precisely the average value assumed for all of 2002
in the recently approved budget.

While no official announcement has been made,
we understand that a new exchange policy will be
announced before the end of the year. The new policy
will redefine the band system using as the middle of
the band the close on January 31st. The new slope will
be 10% and the band will be +-7.5%. The Central

Bank will likely make its year-end report before
Monday.

Market Closes Up

Trading activity was uneventful during this
short week at the Caracas Stock Exchange mainly due
to Holidays season. The most traded stocks among the
liquid names were CANTV (TDVd, VNT),
Electricidad de Caracas (EDC) and Cemex de
Venezuela (VCM1, VCM2).

The IBC Index increased this week by
0.8%. The gainers in bolívar terms among the stocks
that are part of the index were Cemex de Venezuela
2 (+13.8%), Sivensa (+8.3%), Cemex de Venezuela
1 (+7.7%), CANTV (+4.6%), Corimón A (+3.2%),
Banco Venezolano de Crédito (+3.1%), Banco
Provincial (+2.6%), Mercantil Servicios Financieros
B (+1.3%) and Mercantil Servicios Financieros A
(+0.7%).  The losers were Mantex (-9.8%) and
Electricidad de Caracas (-11.6%). Manpa, Unibanca,
Fondo de Valores Inmobiliarios B, Envases
Venenezolanos, H.L Boulton and Corporación
Industrial Carabobo B remained unchanged.

Caracas Stock Exchange Index
for the last 7 days
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