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Abstracts

Core Views

We expect economic growth to remain sluggish, characterised by a slowdown in private

consumption, net exports and investment. The negative outlook has deteriorated further

amid falling oil prices. President Nicolas Maduro has consolidated his position at the

helm of the Partido Socialista Unido de Venezuela, but his popularity has waned amid

economic difficulties affecting all segments of society. He will continue his

predecessor's policies of elevated social spending, resulting in sizeable fiscal deficits.

Inflation will remain elevated, at the highest level in Latin America, and the operating

environment will remain very precarious for foreign multinationals in the country.

Major Forecast Changes

We have downgraded our GDP forecast for the next several years, amid a growing

number of business closures, soaring inflation and a downgrade to our oil forecasts. We

now forecast real GDP to contract by 2.0% in 2014 and expand by only 0.8% in 2015

and 1.9% in 2016, compared with our previous forecasts for real GDP growth of 0.5%,

1.2% and 2.5% in 2014, 2015 and 2016 respectively.

Also due to our oil price downgrade, we have downwardly adjusted our forecast for the

budget deficit to 12.6% of GDP in 2014 (compared with our previous estimate of 8.8%),

which we expect will narrow only slightly to a deficit of 10.3% in 2015. Lower oil prices

are also negative for Venezuela's balance of payments position, and we have

downgraded our current account forecast to 1.4% of GDP in 2015 and 1.2% in 2016,

from a previous 3.3% and 2.7% of GDP respectively.
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