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LATIN AMERICA ADVISOR

Featured Q&A With Our Board of Advisors

Uruguay's main political par-
ties held primaries on June 27
to nominate candidates for the
October presidential election.
How do you expect the election to play
out? Will favorite Tabare Vasquez of the
leftist Frente Amplio (FA) be able to pull
off a victory this time around? Does
Uruguay's strong economic recovery
favor the candidates of the country's tra-
ditional Colorado and Blanco parties?

Guest Comment: Arturo

Porzecanski: "The main surprise

in the primary elections held on

June 27 was that the three candi-
dates within the Partido Nacional (PN)
attracted almost as many votes as did the
single candidate of the heavily favored, left-
wing Encuentro Progresista (EP), namely,
41 percent of total votes for the PN to 43
percent of votes for the EP. This was defi-
nitely not good news for Tabare Vazquez,
the EP frontrunner and heavy favorite. The
results of the primaries must be taken with
care, however, because only 46 percent of
eligible voters actually participated, which
is low by Uruguayan standards, and there is
no basis for believing that the 54 percent of
the electorate that did not participate
would have voted the same way as the 46
percent that did. On the other hand, the
results are meaningful because, under the
rules of the contest, participants were able
to vote in whichever primary they wished
regardless of their own party affiliation.
Therefore, the primaries measured the gen-

Inside This Issue

eral appeal of various parties and candi-
dates, and in this sense they resemble the
rules of engagement that will be in effect
during the general elections in October.
The primaries catapulted forward the can-
didacy of PN Senator Jorge Larranaga,
whose left-leaning, relatively more nation-
alist campaign rhetoric stood in marked
contrast to that of Luis Alberto Lacalle, a
former president who was the most mar-
ket-friendly candidate of all. Consequently,
the two frontrunners going into the
October elections—Larranaga of the PN
and Tabare Vazquez of the EP—can be said
to come from the more leftist and national-

Continued on page 4

PHOTO OF THE DAY

Tabare Vasquez of the leftist Frente
Amplio is the frontrunner in Uruguay’s
October presidential election.

Photo: Frente Amplio.
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Brazil Inflation Quickens
to 0.71 Percent in June

Brazil’s IPCA consumer price index
rose 0.71 percent in June, up from
0.51 percent in May. Accumulated
inflation for the first half of the year
stands at 3.48 percent, down from
6.64 percent for the same period of
2003. Transport and food prices
which together accounted for 0.5
percentage points of the IPCA’s rise
in June, increased 1.58 percent and
0.72 percent, respectively.

Source: IBGE.

Court Sentences Ex-Guatemalan
Soldiers to 40 Years in Jail

A Guatemalan court late last week
sentenced 14 former soldiers to 40
years in jail for the 1995 massacre of
11 Mayan Indians. It was one of the
longest prison sentences given to
Guatemalan soldiers for human
crimes. The soldiers are expected to
appeal the sentences.

Source: Reuters.

Mexico Leaves Corto Unchanged

Mexico’s central bank on Friday left
monetary policy unchanged, holding
the “corto,” or amount it “shorts”
from overnight loans to banks, at 37
million pesos.

Source: Banco de Mexico.

Nasdaq Closes Montreal Office;
Names New Head for Canada

The Nasdaq Stock Market said
Friday it was closing its Montreal
office, its only office in Canada, and
that the president of Nasdaq Canada
was stepping down. Nasdaq’s dealer
relationships in Canada will be sup-
ported by its New York and Chicago
offices, and headed by Adam Nunes,
who will replace Helen Kearns as
president of Nasdaq Canada. Kearns
is leaving “to pursue other business
opportunities.”

Source: company statement.

Copyright © 2004, Inter-American Dialogue

Political News

Chavez to Seek Re-election
if Defeated in Recall Vote

Venezuelan President Hugo Chavez said
Saturday he would run for immediate re-
election if he is recalled by voters in an
August 15 referendum, despite assertions
by the country’s opposition that such a
move would be unconstitutional. “[If I
lose the referendum, I'll leave without any
complexes, but I'll stand the next month
[as a candidate],” Chavez was quoted as
telling Argentine daily Clarin. An opposi-
tion spokesman, however, said such a
move should not be permitted. “It would
be illegal, unconstitutional. It would vio-
late the letter and the spirit of the law and

slipping among Cuban-American voters in
the key electoral state of Florida, according
to a poll released on Friday. Sixty-six per-
cent of the 800 respondents in the survey,
which was commissioned by the William
C. Velazquez Institute and conducted by
polling firm Mirram Global, said they
would support Bush in the November
presidential election, versus 82 percent of
Cuban-Americans who actually voted for
him in 2000. Bush won Florida by just 537
votes in 2000 after a controversial recount.
The decline in support for Bush follows
the implementation this month of new,
controversial measures the White House
says are aimed at hastening the fall of
Cuban President Fidel Castro. The meas-
ures include restricting travel by Cuban-
Americans to visit family on the island to
once every three years, down from once

Article 233 of Venezuela’s five-year-old Constitution mandates
that an election be held within 30 days of a president’s departure, but it

does not explicitly bar a president whose mandate is revoked

from participating in the election.

any notion of common sense,” said Jesus
Torrealba of the Democratic Coordinator
opposition umbrella group. “This would
mean the president bidding to finish a
term from which he has just been
recalled.” Article 233 of Venezuela’s five-
year-old Constitution mandates that an
election be held within 30 days of a presi-
dent’s departure, but it does not explicitly
bar a president whose mandate is revoked
from participating in the election. The
president of Venezuela’s Supreme Court,
Ivan Rincon, said Saturday the Court’s
Constitutional Chamber would soon
decide whether Chavez could stand again
for president in a new election if he loses
the referendum, but he did not say when.
Although many polls have indicated that
Chavez will lose the referendum, some
recent surveys have suggested he may
defeat the opposition’s efforts to unseat
him.

Poll: Cuban-American
Support for Bush Declining

US President George W. Bush’s support is

per year, and placing tougher limits on
packages Cuban-Americans can send to
relatives in Cuba. The measures have cre-
ated divisions in South Florida’s Cuban-
American community, with some groups
calling them an attack on family values.
According to the poll released on Friday,
50 percent of respondents said they
strongly supported the new restrictions,
versus 30 percent who strongly opposed
them. US Senator and presumed
Democratic presidential candidate John
Kerry has criticized the Bush administra-
tion measures as election year politicking.
However, only 16 percent of poll respon-
dents said they would vote for Kerry.

Economic News

Official: Brazil’s Ports in Compliance
with New Antiterrorism Standards

The Brazilian government has implement-
ed new security standards at 184 interna-
tional ports and terminals in conformity
with new global maritime antiterror regu-
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lations, a Brazilian transport ministry offi-
cial said Friday, according to Reuters.
Paulo de Tarso Carneiro, director of the
ministry’s department of ports, said
Brazil’s Navy planned to submit to the
International Maritime Organization on
Friday documentation that would con-
firm the country’s compliance with the
International Ship and Port Facility
Security (ISPS) regulations. "It's not really
a matter of compliance by the ports but
more a problem of red tape in processing
documentation,” Tarson Carneiro said.
"We have much more to do, but we put in
place what we could to meet initial securi-
ty requirements. The rest of the measures
will come in the next few months," The
antiterror standards included in the ISPS,
which was signed by 147 governments and
went into effect on July 1, mandate that
ports, loading companies, and large ships
tighten security regulations and design
terror response plans. Brazil is the world’s
number one exporter of sugar, coffee, and
ethanol, and is a major exporter of soy and
beef. The largest consumer of Brazilian
goods, the United States, has begun
enforcing compliance with the ISPS, with
Coast Guard ships stopping and searching
several ships entering US waters. The
Associated Press reported Friday that
according to its investigation, only 654 of
6100 ports around the world has installed
the new security measures required by the
international code.

Company News

Ecuador Rejects ChevronTexaco’s
Request for International Arbitration

The Ecuadorean government has rejected
a request by ChevronTexaco for interna-
tional arbitration over who should have to
pay legal fees incurred by the US oil com-
pany in its defense against an environ-
mental lawsuit, Reuters reported Friday. In
a letter to ChevronTexaco, which is fight-
ing a decade-old lawsuit brought by
Amazon jungle Indians, Attorney General
Jose Maria Borja Gallegos said “Ecuador is
a sovereign state and does not accept sub-
mission to the jurisdiction of US courts or
tribunals.” ChevronTexaco argues that
state-owned oil company Petroecuador
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should be responsible for the legal fees. A
subsidiary of the former Texaco, which
merged with Chevron in 2001, signed an
agreement with Petroecuador to produce
oil in the Amazon jungle from 1972 to
1992. Lawyers for 30,000 Ecuadorean
plaintiffs—most of them poor Indians—
allege the Texaco subsidiary dumped
nearly 18.5 billion gallons of oil-polluted
water into pits with no lining and into
rivers in the Oriente region of Ecuador
during the 20-year period. The suit claims
the alleged pollution has endangered
sources of drinking water, caused health
problems, and  killed livestock.
ChevronTexaco claims that Texaco took
measures to keep water clean in accor-
dance with accepted practices at the time
and paid for a $40 million remediation
project approved by Ecuador’s govern-
ment, which the company says freed it of
further responsibility. ChevronTexaco also
claims that Petroecuador has not done its

share to clean up jungle oil pits. The law-
suit commenced in Ecuador last October
after the 2nd US Circuit Court of Appeals
in New York ruled in 2002 that a decision
by an Ecuadorean court would be enforce-
able in the United States. [Editor’s note:
see related Q&A in the November 6, 2003
issue of the Latin America Advisor.]

Petrobras to Operate Gas-Chemical
Complex on Bolivian Border

Brazilian state-owned oil giant Petroleo
Brasileiro (Petrobras) will operate a
planned $1.3 billion gas-chemical com-
plex on the country’s border with Bolivia,
a company official said Friday, according
to Reuters. International Operations
Director Nestor Cervero said Spain’s
Repsol, Brazilian petrochemical firm
Braskem, and Bolivian state-owned
hydrocarbon company YPFB would also
participate in the project, with the full
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ist wings of their respective parties. And
yet, I do not expect this fact to cause a
visible home-grown increase in market
volatility, either in terms of Uruguay sov-
ereign debt or in the currency market.
One of the reasons is that the economy is
recovering quite nicely, and thus the
market mood continues to improve, and

€1t may also be noteworthy that
the two regional giants, Argentina

and Brazil, have recently elected

leftist presidents. »

- Scott Morgenstern

the other is that none of the candidates
has come out in support of irresponsible
macroeconomic policies—never mind
calling for a restructuring of already
restructured sovereign debt, or for con-
trols on capital flows."

Guest Comment: Scott

Morgenstern: "First, the Frente

Amplio has been surging since

the return to democracy in
1985, and the shifting coalitions have
given them extra support. Further, they
have governed Montevideo very success-
fully, giving the population the confi-
dence that the party can be effective gov-
ernors. This experience within the con-
text of the long economic malaise of the
country makes their victory a serious
possibility. It may also be noteworthy
that the two regional giants, Argentina
and Brazil, have recently elected leftist
presidents. The traditional parties have
to count on two factors. First, the recent

economic recovery does give the Blancos
and Colorados some basis on which to
campaign, though it will be difficult to
explain away the past 10-plus years of
decline (and the current president's very
low level of support). Second, the
Uruguayans changed their electoral sys-
tem in 1996 to allow a runoff among the
top two presidential competitors, unless
one candidate wins 50 percent. It has
previously been thought that the tradi-
tional parties would join forces in an
eventual second round, killing the
chances for the Frente Amplio. It is pos-
sible, however, that the Frente Amplio
could win the election without moving
to the second round."

Guest Comment: Alonso

Cervera: "Our base case sce-

nario is that Tabare Vazquez

will beat Larranaga in the sec-
ond round by a narrow margin. Clearly,
the economic recovery is not helping the
Partido Colorado and its candidate
Stirling, judging from polls and from
voter turnout last June 27. Uruguayans
seem to see in Vazquez and in Larranaga
the real alternatives for change in the
country. "

Arturo Porzecanski is Head of Emerging
Markets Research at ABN AMRO.

Scott Morgenstern is an Assistant
Professor of Political Science at Duke
University.

Alonso Cervera is an Economist at Credit
Suisse First Boston.

support of Brazilian President Luiz
Inacio “Lula” da Silva and Bolivian
President Carlos Mesa. “We were there
[in Bolivia on Thursday] ... and the pres-
idents announced their support for the
initiative by these companies,” Cervero
said. The Brazilian energy ministry said
last week the goal was to have the com-
plex working by 2010, when Brazil
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expects to have a shortage of polyethyl-
ene. The complex’s projected gas con-
sumption is 3 million cubic meters per
day. Brazil hopes to quadruple consump-
tion of natural gas by 2010 from last
year’s 27 million cubic meters per day to
take advantage of Bolivian imports and
recently discovered, large domestic
reserves.
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