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Will Venezuela's Election Results Change the Political Climate?

Although supporters of President

Hugo Chavez maintained control

of the majority of governorships

in last Sunday’s local and region-
al elections, opponents won the Caracas
mayor's office as well as the governor-
ships of the country's three most populous
states, denying Chavez the near-sweep
that he enjoyed in the 2004 elections. What
do the election results mean for Chavez's
mandate? Will they significantly change
the political climate in Venezuela?

Board Comment: Diego Arria:

"The reality is that after an abu-

sive campaign that turned the

election into a plebiscite about
his political standing, Chavez suffered a
major setback when the democratic oppo-
sition won the governorships of the five
most populous states plus the Caracas
Mayor's office, which altogether represent
more than half of the electorate and four
fifths of the national economy. The elec-
tion results (47 percent of the votes were
against Chavez's official candidates) repre-
sent the end of Chavez's attempt to turn
the country into a socialist state under the
banner of the Bolivarian Revolution. The
success of the opposition forces is even
more admirable when you consider that
they not only had to vote for their candi-
dates, but had to defend them from an
untrustworthy electoral arbiter totally sub-
ordinated to the regime. It should also be
noted that with the exception of his broth-
er who was elected as governor of Barinas

Inside This Issue

(fraud claims are being heard this week),
Chavez's three closest lieutenants were
defeated, which of course represents a per-
sonal blow to him. The outcome places the
opposition on the way to win the 2009
elections for the National Assembly that
today is fully controlled by Chavez, provid-
ed that they continue to work hard to pre-
serve their unity and do not lose sight of
the fact that a now wounded and resentful
Chavez is more dangerous than before, and
will not give up trying to turn the country
into a totalitarian state."

Continued on page 3

Slim's Bank Purchases $134
Million in Citigroup Shares

Mexico's Grupo Financiero Inbursa,
controlled by billionaire Carlos Slim
Helu, purchased $134 million worth of
Citigroup's Mexico-traded shares.
Inbursa bought the shares over five
days this month. See related story on
page 2.

File Photo: Agencia Brasil.
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Death Toll Rises to 84
in Brazil Landslides

The death toll has risen to 84 in a
series of landslides that have devas-
tated parts of Brazil's state of Santa
Catarina, Reuters reported Tuesday.
At least 30 people are missing, offi-
cials said. "We had a tsunami of clay,
mud and trees," seamstress Josiane
Malmann told Globo TV. "Many
people and children died ... The hills
all fell in an avalanche." Heavy rains
have caused not only mudslides but
have also washed out roads and cut
off electricity.

Argentine President Proposes Bill
to Repatriate Money, Create Jobs

Argentine President Cristina
Fernandez is proposing legislation
designed to repatriate money and
help create jobs, Bloomberg News
reported Tuesday. The bill would tax
money brought into Argentina at 1
percent. Funds held outside the
country are subject to an 8 percent
tax rate. The measure would also
give companies discounts on social
security and health care contribu-
tions they are required to make.

Mexican Congress Approves Law
to Refuse Medical Treatment

Mexico's Senate on Tuesday
approved legislation requiring med-
ical professionals to allow terminally
ill patients to refuse treatment. The
measure, which had already passed
the lower house of Mexico's
Congress, sailed through the Senate
unanimously except for one absten-
tion. Doctors would still be required
to give the terminally ill food, water
and pain killers. Supporters of the
measure say it will allow families to
stop spending money on unwanted
medical care and will also allow hos-
pitals to better allocate equipment.
Mexican law does not allow for
assisted suicide.
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Political News

Russian Warships Arrive in
Venezuela Ahead of Medvedev's Visit

Russian warships docked in Venezuela
Tuesday in Russia's first such Caribbean
deployment since the Cold War. Russian
sailors docked the destroyer "Admiral
Chabanenko" in La Guaira, near Caracas,
the Associated Press reported. The sailors

€€ Are they accompanied by
tugboats this time??’

— Sean McCormack

lined up on the ship's bow as Venezuelan
troops fired off a 21-gun salute. The
nuclear warship "Peter the Great" was
anchored offshore while two support
ships also docked. The arrival of the war-
ships is timed for the visit of Russian pres-
ident Dmitry Medvedev, who is scheduled
to arrive in Venezuela today. Medvedev
and Venezuelan President Hugo Chavez
are expected to discuss partnerships in
several areas. Venezuela wants Russia to
help it build a nuclear reactor and also
invest in Venezuelan natural gas and oil
production. Venezuela has purchased
more than $4 billion in weapons, includ-
ing 100,000 Kalashnikov rifles, as well as
helicopters and  fighter jets. In
Washington, State Department
spokesman Sean McCormack said Russia's
navy now has a fraction of its Soviet-era
strength. "Are they accompanied by tug-
boats this time?" he joked. But, he said,
"We'll obviously be watching it very close-
ly." Chavez said there's nothing provoca-
tive about the Russian warships' visit. "It's
not a provocation. It's an exchange
between two free countries," Chavez said.

Company News

Slim's Inbursa Buys $134 Million
in Citigroup Shares

The brokerage unit of Mexico's Grupo

Wednesday, November 26, 2008

Financiero Inbursa, which is controlled
by billionaire Carlos Slim Helu, bought
$134 million worth of Citigroup's
Mexico-traded shares, Bloomberg News
reported Tuesday. Inbursa purchased 26
million shares over the past five days.
Exchange records list the purchases but do
not detail whether the transactions were
for the bank or for its clients. The shares
account for less than one percent of the
New York financial company's stock.
Inbursa bought the shares at an average
price of 67.77 pesos each beginning on
November 19. Citigroup's shares surged
on Monday, gaining 58 percent in New
York trading after the US government
announced a rescue plan to invest $20 bil-
lion in the bank and back up to $306 bil-
lion of Citigroup's troubled assets.
Citigroup owns Mexico's second-largest
lender, Banamex, which Citigroup spent
$12.7 billion to acquire in 2001. In trading
Tuesday in New York, Citigroup shares
rose 2.18 percent, to close at $6.08.

Iraq Approves $144 Million Purchase
From Argentina's Tenaris

Iraq on Tuesday approved a $144 million
purchase from Argentina's Tenaris,
Reuters reported. Tenaris, the world's
leading manufacturer of seamless steel
pipes for energy companies, will provide
pipes to be used in the drilling of 100 new
oil wells, said Iraqi government
spokesman Ali al-Dabbagh. The statement
from the Iraqi government did not make
mention of the delivery schedule, but
Tenaris is expected to procure materials
needed for the order within eight to 15
months. Oil is Iraq's main revenue source
and investment in infrastructure is needed
in order to rebuild its energy infrastruc-
ture. Earlier this month, Tenaris reported
a 45 percent profit increase from the same
period last year.

To Our Subscribers

Please note that the Latin America
Advisor will not be published this
Thursday and Friday due to the
Thanksgiving holiday in the United
States. We will resume publication on
Monday, December 1.
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Featured 0&A
Continued from page 1

Guest Comment: Daniel

Hellinger: "The key winner in

Sunday's election was the

National Electoral Council,
which again conducted fair elections
despite a highly polarized atmosphere.
Also, let us take note that at 65 percent,
Venezuelans exceeded the estimated
turnout rate in the recent US presiden-
tial election. Neither government nor
opposition can claim outright victory.
The government failed in its two highest
priorities: holding control of the Caracas
metropolitan area and winning Zulia,
the populous oil producing area on the
sensitive border with Colombia. The
opposition gained in some other popu-
lous states. However, the chavistas
repelled threats in other key oil and
industrial areas and re-established con-
trol in three states where pro-Chavez
governors had moved into opposition. In
the four elections since 2004 the opposi-
tion vote has hovered between 4 and 4.3
million. The chavista vote has fluctuated
from a high of 7.1 million in 2006 to a
low of 4.3 million in the 2007 constitu-
tional referendum, a narrow loss for the
government. Sunday, the chavista total
rebounded to approximately 5.7 million,
55 percent of the national vote, versus 40
percent for the opposition. This should
temper opposition enthusiasm for a new
recall referendum, but it also leaves
doubtful the president's prospects for
amending the constitution to permit his
re-election in 2012. Instead of thinking
about either a recall or referendum, both
the opposition and president should
concentrate on improving the perform-
ance of government, confronting crime
and making popular anti-poverty pro-
grams work more efficiently in the face
of daunting economic uncertainty."

Guest Comment: Michael
Shifter: "Last Sunday's election
results reveal that Venezuelans
are progressively diluting
Chavez's mandate to undertake a
Bolivarian Revolution. To be sure,
Chavez defied a number of predictions
and managed to retain 17 of 22 gover-
norships, arguably no small feat after a
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decade in power. But Chavez's defeats in
the most populous states, along with
Caracas—where he suffered losses even
in the normally reliable low-income dis-
tricts—were stinging for a leader who
has long claimed unswerving allegiance
from the urban poor. Although Chavez

““The government failed in its
two highest priorities: holding

control of the Caracas metropol-

itan area and winning Zulia. »

— Daniel Hellinger

failed to generate the political backing
and momentum needed for the constitu-
tional reform permitting indefinite re-
election, it is hard to imagine he will eas-
ily give up on that goal. The question,
rather, is when he will pursue it, and
how. For the opposition and chavista dis-
sidents, the challenge is to govern where
they have won, and to build a political
organization and forge a strategy with an
eye on the crucial legislative elections of
2010. Particularly important is the
Herculean task of governing Caracas, a
city with the highest murder rate in the
hemisphere, with a hostile national gov-
ernment holding the purse strings. If the
opposition can demonstrate that it has a
viable plan not only for ousting Chavez
but for effectively governing the country
and addressing many profound econom-
ic and social problems, it will be well-
positioned to reduce the sharp polariza-
tion besetting Venezuela and contribute
to a more constructive political environ-
ment."
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