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FEATURED 0&A

LATIN AMERICA ADVISOR

Should the US Add Venezuela to its State Sponsor of Terror List?

The Bush administration said it is

considering whether to add

Venezuela to the US list of state

sponsors of terror in light of alle-
gations the government of President Hugo
Chavez is providing support to Colombia's
FARC rebel group. Should the US add
Venezuela to the list? What impact would
such a move have on Venezuela? How
would Venezuela respond? Is there a risk
of a disruption in oil supplies?

Guest Comment: Riordan Roett:

"The age-old question is whether

or not Hugo Chavez will cut oil

supplies to the US no matter
what the administration says or does.
Doubtful. He relies on Citgo for a steady
revenue stream. His production is falling.
He has significant problems at home—ris-
ing inflation, food shortages, the emer-
gence of a real opposition force, etc. The
US should add Venezuela to the list as a
state sponsor of terror. Chavez's recent
actions in the Colombian-Ecuadorean sit-
uation were despicable to say the least.
From the documents released in Bogota, it
is clear that Chavez has had significant
financial and political contact with the
FARC over a long period of time. It is time
that the Latin Americans are given a wake-
up call to their duplicitous position regard-
ing Venezuela and the FARC. While risky,
in the long run a decision by the adminis-
tration to do so will clearly draw a line in
the sand between acceptable political and
foreign policy actions and subversive and

Inside This Issue

terrorist-related activity. Chavez needs the
FARC as much as it needs him for its nefar-
ious goals. Whatever the US can do to
expose this behavior will serve the long-
run interests of democracy in the region."

Guest Comment: Julia Buxton: "It
is unfortunate in the extreme
that the Bush administration is
considering placing Venezuela on
its list of state sponsors of terrorism. After
the recent escalation of tensions in the
Andes, this is a time for calm reflection and
not bellicose, unilateral interventions by
the US. Observing events from Europe,

Continued on page 3

Macri: Argentina's Ties to
Venezuela Scaring Investors

Buenos Aires Mayor Mauricio Macri on
Monday criticized the Argentine gov-
ernment's alliance with Venezuela. See
story on page 2.

Governenment of Buenos Aires file photo.

FEATURED Q&A: Should the US Add Venezuela

to its State Sponsor of Terror List?.......ccccovveenee. 1
British Court Throws Out

Order Freezing PDVSA ASSEtS ......cocveuneereeriennanae 2
Macri Blames Lack of Investment in

Argentina on Alliance with Chavez................... 2

Costa Rican Police Seize
$480,000 in FARC Cash........coceveveeeereereereesisisinnnns 2

Argentine Farmers Stage Fifth Day
of Protests Against Export Tax Hike..........cc........ 3

The Dialogue Continues: What is the Outlook
for Latin America's Real Estate Market?........... 3

Page 1 of 4



Inter-American Dialogue’s Latin America Advisor

Latin American Stocks Tumble
on Worries Over US Crisis

Key Latin American stocks fell 3.8
percent Monday, according to the
benchmark Morgan Stanley Capital
International (MSCI) index for the
region, as investors grow increasing-
ly jittery about the fallout of the cri-
sis in the US financial system,
Reuters reported. The MSCI Latin
America index had lost all of its
year-to-date gains on Friday. With
Monday's drop, the index now has
suffered losses of over 4 percent
since the beginning of 2008.

Venezuelan Steelworkers End
Strike, But Dispute Not Resolved

Workers have ended their strike at
Venezuela's largest steel maker,
Argentine-owned Ternium Sidor,
despite not resolving their dispute
with the company over a labor con-
tract, a union official said on
Monday, according to Reuters. The
union's secretary general, Nerio
Fuentes, said the strike came to an
end on Sunday. Ternium Sidor's
plant in Venezuela produces around
4.5 million tons of liquid steel annu-
ally.

Ericsson Wins Network Contract
from Paraguay's Personal

Swedish telecommunications equip-
ment maker Ericsson announced
Monday it won a one-year contract
to be the sole supplier of a
WCDMA/HSPA radio network and
a fully IP-based common core net-
work to Paraguayan mobile operator
Personal. In a press release, Ericsson
said that its HSPA solution "will
boost network capacity, allowing
Personal to broaden its service offer-
ing and tap into new revenue
streams." Financial terms were not
disclosed.
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Company News

British Court Throws Out
Order Freezing PDVSA Assets

A British court ruled early today that an
order awarded to the US' ExxonMobil
freezing $12 billion in assets belonging to
Venezuelan state-owned oil company
PDVSA should be lifted, Reuters reported.
"The injunction granted against [PDVSA]
should be discharged,” said Justice Paul
Walker, who will make the reasons for his
ruling available on Thursday. The US oil
giant had sought the court order, as well
as orders in courts in the United States,
Netherlands, and Netherland Antilles, on
concerns PDVSA would shift assets to
other Latin American countries and China
to put them out of reach of an interna-
tional arbitration commission, where
ExxonMobil is seeking compensation for
the takeover of its stake in Venezuela's
Cerro Negro heavy oil project by PDVSA.
PDVSA retaliated against ExxonMobil's
legal moves last month by suspending all
oil sales to ExxonMobil, which Venezuelan
President Hugo Chavez says is a tool in a
US "economic war" against his country.
ExxonMobil wants at least $5 billion in
compensation for its former stake in
Cerro Negro, while Venezuela says the
company is not due more than around $1
billion. ExxonMobil did not immediately
say whether it would appeal today's ruling
in the UK.

Political News

Macri Blames Lack of Investment in
Argentina on Alliance with Chavez

Buenos Aires Mayor Mauricio Macri, a
major opposition figure and presumed
presidential hopeful, on Monday blamed
Argentina's government for frightening
away foreign investors by allying with the
leftist government of Venezuelan
President Hugo Chavez, Reuters reported.
"Venezuela has one of the worst images in
the world these days, but it appears to be
the best friend of the government and of
our country," Mauricio Macri was quoted
as saying. President Cristina Fernandez de
Kirchner and her husband, former
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President Nestor Kirchner, have regularly
met with Chavez and received pledges that
he will provide oil and diesel to the
Southern Cone nation. Chavez has also
bought billions of dollars in Argentine
debt. Macri said that maintaining close
ties to Chavez is costly and that Fernandez
must instead work to lure other foreign
investment if she expects to see an eco-
nomic boom continue. "Argentina needs
to have a different foreign policy. Because
of a lack of foreign policy, investments
haven't been what they should be," said
the mayor, who is viewed as a possible
presidential candidate in 2011. He
explained that Fernandez should work on
bolstering relations with China, India,
Europe, and the United States instead of
Venezuela. Macri, who promotes the city
of Buenos Aires as an investor-friendly
place, said that on a recent road show in
Spain and Italy he encountered investors’
skepticism due to the country's $6.3 bil-
lion in defaulted debt to the Paris Club
group of nations. In related news,
Peruvian Prime Minister Jorge Castillo on
Monday accused the Chavez government
of providing financing humanitarian cen-
ters in Peru to spread militant leftist ideol-
ogy. "No sovereign country needs to
accept actions of other sovereign coun-
tries that are done under the table.
Venezuela should act through normal
channels," Castillo was quoted as telling
reporters. Venezuela denies financing the
centers or meddling in Peru's affairs.
Peru's Congress last week said it would
investigate the bank and telephone records
of 88 humanitarian centers for suspected
ties to protests, road blocks and boycotts
that leftists have organized against
President Alan Garcia.

Costa Rican Police Seize
$480,000 in FARC Cash

Costa Rican police said Monday they
seized $480,000 in cash believed to be
linked to Colombia's FARC rebels, Reuters
reported. The cash was found in a safe in a
raid on a house near the capital city of San
Jose on Friday after a tip-off from the
Colombian government based on infor-
mation in a computer found at a FARC
camp attacked by Colombian troops this
month, a San Jose police spokeswoman

Page 2 of 4



Inter-American Dialogue’s Latin America Advisor

said. No arrests were made in the raid.
"Government investigators, along with the
intelligence services, are looking into links
with the FARC," spokeswoman Margarita
Morales was quoted as saying. Colombia's
police commander, Gen. Oscar Naranjo,
said Colombia was working with Interpol
on investigations "basically aimed at figur-
ing out if there are more caches of FARC
money abroad, and why they were storing
such big quantities of dollars." Costa
Rican Public Security Minister Fernando
Berrocal said Saturday he believed at least
2,000 of the roughly 12,000 Colombians
who have refugee status in Costa Rica had
links to organized crime, drug trafficking,
or the FARC. Mexico's foreign ministry
said Friday that at the request of the
Colombian government it opened an
investigation into whether the country
harbors any FARC sympathizers after four
Mexicans were found among the dead in a
March 1 Colombian attack on a FARC
camp in Ecuador.

Economic News

Argentine Farmers Stage Fifth Day
of Protests Against Export Tax Hike

Argentine farmers protested an increase in
export taxes for a fifth day on Monday,
refusing to provide produce and livestock
to wholesalers and commodities markets,
Bloomberg News reported. Farmers and
union members blocked highways in cities
across the Pampas, Argentina's agricultur-
al heartland, said Rodrigo Miro, a
spokesman for the Argentine Agrarian
Federation. The protests follow the gov-
ernment's announcement last week that it
was raising taxes on farm exports in an
effort to ensure domestic supplies.
Economy Minister Martin Lousteau on
Monday called the farmers' response
overblown and said the government was
looking after the welfare of the nation as a
whole. "Maybe we need to discuss some
very specific points, like what is the role of
the rural worker," Lousteau was quoted as
saying. Argentina is the world's second-
largest corn exporter behind the United
States and the third-largest soybean pro-
ducer after the US and Brazil, according to
Bloomberg News.
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The Dialogue Continues
What is the Outlook for Latin America's Real Estate Market?

Latin America's real estate

market has shown rapid

growth, particularly in coun-

tries like Brazil, Mexico, and
Panama, amid an economic expansion
in the region and greater access to
credit. What is the outlook for Latin
America's real estate market this year?
How will it be affected by the econom-
ic downturn and subprime mortgage
crisis in the United States?

Guest Comment: Roberto

Ordorica: "The winds certainly

changed in the global econo-

my during the second half of
2007. Volatility increased in Latin
American stock markets but did not
completely derail the momentum that
has built over the past few years, allow-
ing local economies to continue to
expand. Internal credit is still on the rise,
while local consumers are driving eco-
nomic growth. In fact, inflation caused
by consumption is at the top of local
monetary authorities' concerns, along-
side the effects of a global deceleration.
It is noteworthy that local governments
identified housing as one of the engines
that can counter a potential economic
slowdown in 2008. While the global
macro environment obviously is impor-

tant to the performance of Latin
American economies and housing mar-
kets, housing supply is still not keeping
up with pent-up demand from Mexico
to Argentina. Equally good news for real
estate markets, investments in infra-
structure also rank high on local govern-
ments' agendas. Industrial real estate
benefits from better roads and trans-
portation, as well as expanding local
consumption and exports. Part of
investors' attention in the quarter has
been focused on the retail sector, where
consolidation—of retail chains and
property portfolios—is running strong.
Although office markets are improving
across the region, new construction
activity has resumed in the main cities in
response to rising demand for space on
the heels of corporate expansions."

Roberto Ordorica is Chief Executive
Officer of PREI-Latin America.

Editor's note: the above is a continuation
of a Q&A published in the March 17,
2008 issue of the Advisor.

Featured 0&A
Continued from page 1

where states work collectively to main-
tain regional peace and security, it is
astonishing to witness the high-handed
behavior of the US. South American
countries have worked together for dia-
logue and peaceful resolution of the
recent crisis. They have a role to play in
hemispheric security and they should be
treated as partners by the US. Even more
problematic are the grounds for taking
this action. There are unanswered ques-

tions surrounding the retrieved laptops,
and clear evidence of Chavez's support
for the FARC has yet to be presented.
After the use of false intelligence to justi-
ty the invasion of Iraq, the Bush admin-
istration underestimates global cynicism
toward its war on terror. The Venezuelan
government, which has denied the alle-
gations, does not even appear to be
allowed due process. Ultimately such a
move will only strengthen Chavez's

Continued on page 4
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Continued from page 3

appeal as a champion against US imperi-
alism. It will also leave another problem-
atic foreign policy legacy for the incom-
ing US administration. No doubt there
will be a waiver and oil supplies will not
be disrupted, which in itself demon-
strates that any listing is little more than
a paper tiger."

Board Comment: Diego Arria:
"Such a development is at most
improbable (oil, oil, oil). But
were it to happen, some of the
mixed consequences could be, first, that
Chavez, who is about to implode because
of the crashing fall of his domestic polit-
ical support, and internationally discred-
ited as a supporter of the narco-terrorist
FARC, would cling to it as a lifeline to
blame the Bush administration (the
Empire) for everything going wrong for
him in Venezuela. From food scarcity,
the world record of people being killed
with pistols, and the highest inflation in
the region to the massive corruption and
incompetence of his 'mob democracy.'
Chavez would claim that war has been
declared against Venezuela and decree an
state of exception, which among many
things would give him the excuse to
postpone the November elections for
governors and mayors, many of which
opposition candidates seem prone to
win. The regime cannot afford to disrupt
oil supplies. Second, Venezuela's armed
forces and Chavez's closest cronies
would rapidly learn the difference
between playing with fire and getting
burned. Accomplices (businessmen,
bankers, and government and military
officials) in the monumental graft of a
society would panic, as would be leading
members of the armed forces, who
would be targeted as supporters of
crimes against humanity. And no doubt
they would not like to go up in flames."

Guest Comment: Javier
Corrales: "I do not see how US
interests will be advanced by
placing Venezuela on such a list
at the moment. The move will not
increase our bargaining leverage vis-a-vis
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the Venezuelan government nor convince
anyone in the diplomatic world to change
their ~minds  about  Venezuela.
Furthermore, the timing is wrong.
Venezuela is currently trying to make
amends for mistakes made in the past
several months: mishandling the negotia-
tions for the release of secuestrados in
Colombia; pushing for an ill-fated con-
stitutional reform at home; and just a few
weeks ago, overreacting to the Colombia-
Ecuador crisis. These mistakes proved
costly for Chavez. In the past few days,
Chavez has been more constructive in his
relations with the Andean countries than
at any point since the summer of 2007.
Even Colombia, a reliable US ally, has
recognized  Chavez's  turnaround.
Criticizing Venezuela now could disrupt
these constructive steps. The Chavez gov-
ernment constantly looks for a con-
frontation with the United States. By
placing Venezuela on the terrorist list, the
United States would give Chavez what he
wants—an excuse for a verbal confronta-
tion. Venezuela will not retaliate by cut-
ting oil shipments since it has no alterna-
tive markets, but the move will embolden
the radicals surrounding Chavez, an
unfortunate outcome because at the
moment these radicals are weaker than at
any point since 2004 as a result of
Chavez's mistakes. The US should not
revive what Chavez alone has weakened
recently."

Riordan Roett is Director of the Western
Hemisphere Program at the Johns
Hopkins University's School of Advanced
International Studies.

Julia Buxton is a Senior Research Fellow
at the University of Bradford's Centre for
International Cooperation and Security.

Diego Arria is a member of the Advisor
board and Director of the Columbus
Group.

Javier Corrales is an Associate Professor
of Political Science at Amherst College.
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