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Argentina Awards 
$1.8 Bn in Energy 
Contracts
The government awarded con-
tracts to 15 companies to produce 
1,109 MW of energy.
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POWER SECTOR

Duke Energy Exits 
Latin America  
Duke Energy said Monday it has 
reached an agreement to sell its 
international businesses in Peru, 
Chile, Ecuador, Guatemala, El 
Salvador and Argentina to New 
York-based I Squared Capital 
for approximately $1.2 billion in 
enterprise value.
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OIL & GAS

PDVSA Bond 
Prices Drop Amid 
Second Deadline 
Extension
Venezuelan state-run oil company 
PDVSA, headed by Eulogio Del 
Pino, saw its bond prices fall 
Thursday after the company 
extended the deadline for its $5.3 
billion debt swap for the second 
time.

Page 2

Will an OPEC Oil 
Cut Help Venezuela 
and Ecuador? 

A potential cut in oil production by OPEC would do little to drive up the price of oil in the global 
market unless non-OPEC member states also agreed to limit output, Ixchel Castro writes 
below.  //  File Photo: Ecuadorean Government.

Del Pino  //  File Photo: Venezuelan 
Government.

Continued on page 3 

Q The Organization of the Petroleum Exporting Countries on 
Sept. 27 reached preliminary agreement on a modest cut 
in oil output. Crude oil futures wavered between gains and 
losses following the announcement, as the market weighed 

in on the tentative agreement, The Wall Street Journal reported. How 
likely is it that the production cut will come to pass? Will the cut be 
enough to boost oil prices to a level that will ease economic woes in 
struggling member states, including Venezuela and Ecuador? How 
would an increase in oil prices affect the futures of the oil industries in 
Venezuela and Ecuador?

A Santiago Mosquera, professor at the USFQ Business School: 
“Spot oil prices have increased in recent days, partially in 
response to OPEC’s decision to cut production by 500,000 
barrels per day as well as lower crude inventories in the 

United States. Nevertheless, OPEC’s track record in respecting production 
targets is poor, with countries like Saudi Arabia substantially exceeding 
production ceilings in recent years. In addition, it is not clear how the 
new output target will be enforced. Special arrangements in the case of 
Nigeria, Libya and Iran also make reaching the new production target a 
challenging task. This could explain the timid price response in futures 
markets after the OPEC decision was announced, with prices for oil 
deliveries by the end of 2020 still below the $60 per barrel mark. Signals 
that crude production in the United States has bottomed up (evidenced 
by recent rigs count fi gures released by Baker Hughes) suggest that U.S. 
oil supply, particularly from shale, could respond faster than initially 

TOP NEWS
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NEWS BRIEFS

Enersis Prepares Possible
U.S. Bond Issuance
Enersis Americas, a Latin America unit of 
Italian energy fi rm Enel, has sent a prospec-
tus for a potential bond issuance to the U.S. 
Securities and Exchange Commission, Reuters 
reported Thursday, citing a person familiar with 
the process. The report did not reveal the value 
of the issuance but indicated the sale will take 
place next week. Enersis oversees the parent 
company’s assets located in Peru, Argentina, 
Brazil, and Colombia, according to Reuters. A 
new entity called Enel Chile SA will manage 
assets inside that country.

Bolivia to Reach 545 MW
of Renewable Energy
Generation by 2020 
Bolivian Minister of Hydrocarbons and Energy 
Luis Alberto Sánchez said Sunday the country 
will have the capacity to generate 545 MW of 
renewable power by 2020, See News reported. 
The government is expected to invest $1.05 
billion by the same year into Bolivia’s Na-
tional Electricity Company, ENDE, to produce 
renewable energy. Renewables are expected to 
make up 12 percent of the country’s electricity 
generation by 2020.

Petrobras’ Biofuels Unit
to Cease Biodiesel
Production at Quixadá
The biofuels unit of Brazilian state oil company 
Petrobras, Petrobras Biocombustível, has 
announced it will stop producing biodiesel 
at its plant in Quixadá, Ceará starting Nov. 
1, citing low profi tability, AgraNet reported 
Thursday. The plant, which opened in 2008, 
has an annual production capacity of 100,000 
tonnes. Petrobras announced last month that 
its biofuel operations will be among the assets 
to be divested, as the company sharpens its 
focus on its traditional core business, OilPrice.
com reported.

OIL & GAS SECTOR NEWS 

PDVSA Bond Prices
Drop Amid Second 
Deadline Extension  
Venezuelan state-run oil company PDVSA’s 
bond prices fell on Thursday after the company 
extended the deadline for its $5.3 billion debt 
swap for the second time, Reuters reported. 
PDVSA said on Wednesday night that the date 
of both the early deadline and the expiration 
would be Oct. 17, from Oct. 12 and Oct. 14, re-

spectively. The company did not give a reason 
for the second extension, though the reason for 
the fi rst deadline extension was due to a low 
participation rate among potential investors. 
The swap requires that more than half of 
outstanding bonds be tendered. “It’s illogical 
that PDVSA extends again the deadline without 
improving the terms and will eventually have to 
make a decision to go ahead with less than 50 
percent participation or suspend the transac-
tion,” said Siobhan Morden with Nomura Securi-
ties International. If the swap is unsuccessful, 
it will be diffi cult for the oil company to avoid 
defaulting on its bond obligations. PDVSA 
last month had offered to swap $7.1 billion in 
outstanding issues for a new bond, backed by 
its U.S. subsidiary Citgo, to boost its cash-
strapped coffers, but investors have been slow 
to pick up on the offer. PDVSA announced Oct. 
6 it had entered into alliances with Chinese and 
Bulgarian companies to reactivate 931 wells in 
Lake Maracaibo, Platts reported. China-based 
Shandong Kerui Group Holding will repair 624 
wells with $30 million in fi nancing provided 
by the Chinese company, while the Bulgari-
an-Venezuelan Consortium Aleco will look at 
reactivating 307 wells in Lake Maracaibo, with 

fi nancing of $100 million that would come from 
the Bulgarians, PDVSA added. In related news, 
Venezuelan President Nicolás Maduro on Mon-
day called on oil-producing countries to fi nd 
new mechanisms that ensure higher and more 
stable oil prices for a 10-year period, El Uni-
versal reported. Maduro was speaking at the 
23rd World Energy Congress in Istanbul, Turkey, 
where the two countries signed a memoran-
dum of understanding for energy agreements 
that includes the provision of “infrastructure, 
medicine and food” by Ankara to the South 
American nation, EFE reported.

RENEWABLES NEWS

China’s Envision 
Energy Wins 
Argentina Auction
Shanghai-based Envision Energy said Wednes-
day it has been awarded the largest wind 
energy contract in Argentina’s fi rst renewable 
energy auction, RenovAR. Envision secured 
four projects totaling 185 MW, out of the 708 
MW awarded, along with other international 
and local bidders such as Genneia, Central 
Puerto, Pan American Energy and EREN 
Groupe. RenovAR received a total of 123 
project bids, adding up to 6.3 GW of available 
capacity, among which 17 were awarded with 
12 going to wind, four to solar and one to 
biogas. Since its fi rst project in Chile in 2014, 
Envision has grown its Latin America portfolio 
to include more than 1,000 MW in capacity, 
with projects also in Mexico. Envision Energy 
says it is ranked among the 10 largest wind 
turbine companies in the world, with more than 
7.5 GW of smart wind turbines in operation. 
On Monday, Argentina granted contracts to 
build $1.8 billion in renewable energy power 
generators in a bid to increase the supply of 
renewables-based electricity and reduce fossil 
fuel imports, government offi cials said Friday, 
The Wall Street Journal reported. “Today we 
are very dependent on fossil fuels, which 
supplies about 87 percent of our demand for 
energy,” Energy Minister Juan José Aranguren 

It’s illogical that PDVSA 
extends again the dead-
line without improving 
the terms....”

— Siobhan Morden
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said. The government awarded contracts to 15 
companies to produce 1,109 MW of energy.

Canadian Solar Sells 
Brazil Project Stake
Canadian Solar said Tuesday that it has joined 
with EDF Energies Nouvelles to sell an 80 per-
cent interest in its fi rst project in Brazil to EDF’s 
local subsidiary, EDF EN do Brasil. Financial 
details were not disclosed. The 191 MWp Pi-
rapora I solar energy project is under construc-
tion and should reach commercial operation in 
the third quarter of 2017. Canadian Solar will 
supply the modules for the project from its new 
360 MWp modules factory already established 
in Brazil. Located in the state of Minas Gerais, 
the project was awarded a 20-year power 
purchase agreement in Brazil’s second reserve 
energy auction in 2015. Brazil has set a goal to 
source 23 percent of its energy from renewable 
sources by 2030, but competition on pricing 
has been fi erce. Canadian Solar CFO Huifeng 
Chang told investors in a recent call that the 
company would “deleverage our balance sheet 
with the proceeds from coming project sales,” 
PV-Tech reported Tuesday. On the same call, 
CEO and chairman Shawn Qu described selling 
stakes in projects as a “buffer” to protect it 
against any slack in module sales, according to 
the report.

POWER SECTOR NEWS

Duke Energy Exits 
Latin America
Duke Energy said Monday it has reached an 
agreement to sell its international businesses 
in Peru, Chile, Ecuador, Guatemala, El Salvador 
and Argentina to New York-based I Squared 
Capital for approximately $1.2 billion in 
enterprise value, a fi gure that includes cash 
and the assumption of debt. “This represents 
the full remainder of the Latin American 
businesses Duke Energy is exiting,” the North 
Carolina-based company said in a press 

release. Earlier Monday, China Three Gorges 
Corporation agreed to acquire Duke Energy’s 
2,090-megawatt business in Brazil for $1.2 
billion in enterprise value. “Our strategic 
transformation is gathering more momentum 
as we exit the Latin American market to focus 
on our domestic regulated core business,” 
said Lynn Good, the CEO of Duke Energy, which 
began the process of exiting its international 
energy business segment in February this year. 
The businesses that I Squared Capital will 

acquire includes hydroelectric and natural gas 
generation plants, transmission infrastructure 
and natural gas processing facilities totaling 
2,300 MW. Founded by Sadek Wahba, I Squared 
Capital is an independent investment fi rm with 
$4 billion of assets under management. The 
Argentine transaction requires antitrust approv-
al; however, that approval is not a condition of 
closing, Duke said. International operations 
contributed more than 12 percent of Duke’s 
total earnings in 2014.

expected to price jumps in the spot market. 
For Ecuador, any price increase is welcomed 
as it reduces the pace of debt accumulation 
with companies in the private sector that 
migrated to service contracts between 2011 
and 2013. In addition, it increases the like-
lihood that the general budget would again 
receive oil revenues after almost two years 
with prices of the Ecuadorean mix below its 
break-even price. Moreover, production has 
recovered in recent months and output from 
Block 43 located inside the Yasuní National 
Park (ITT project) is rapidly increasing.”

A Ixchel Castro, senior analyst for 
Latin America Oils & Refi ning 
Markets at Wood Mackenzie: 
“While the preliminary agree-

ment in Algiers surprised the market, we 
consider it unlikely that it would be enough 
to shift the oil price trend. The oil market 
was already pointing toward a moderate 
price recovery even before the announce-
ment. Wood Mackenzie’s forecast already 
suggested that Brent prices would close the 
year above $50 per barrel linked to a decline 
in implied oil stocks in the last quarter of the 
year. As the market tightens in the second 
half of 2017, Brent prices are expected to in-
crease from $44 per barrel in 2016 to $54.25 
per barrel on average in 2017. The Algiers 
agreement has succeeded where previous 
attempts have failed, but details are still 
insuffi cient to confi rm the production freeze. 
Our analysis suggests that even if the agree-
ment is ratifi ed at the next OPEC meeting in 
November, potential increases in production 

from Iraq, Iran, Nigeria and Libya could com-
pensate for the production freeze agreed to 
by the rest. As a result, the overall impact 
on the market could be marginal, unless the 
agreement receives support from non-OPEC 
countries. Hence, the agreement can provide 

relief to Ecuador and Venezuela, but it will 
be insuffi cient to bring prices above the $60 
per barrel that projects require, particularly 
in Venezuela, to avoid production decline in 
the following years. Under this scenario, we 
expect that Ecuador production will remain 
around 520,000 barrels per day in 2017, 
while Venezuela is expected to produce 2.1 
million barrels per day.”

A Gustavo Coronel, a founding 
board member of PDVSA: 
“The maximum production cut 
that has been agreed to by 

OPEC amounts to about 1.5 percent of its 
current production, or some 500,000 barrels 
per day. Iran, Libya and Nigeria would be 

Continued on page 6

FEATURED Q&A  /   Continued from page 1

The agreement can 
provide relief
to Ecuador and
Venezuela, but it will
be insuffi cient to 
bring prices above the 
$60 per barrel that 
projects require....”

— Ixchel Castro
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POLITICAL NEWS

Embattled Mexican
Governor Requests 
Leave of Absence 
Javier Duarte, the governor of the Mexican 
state of Veracruz, said Wednesday that he 
planned to step down 48 days before the end 
of his term to deal with the corruption investi-
gation against him, EFE reported. “I have made 
the decision, as of today, to ask the state leg-
islature to grant me leave so I can step down 

from the post of governor,” Duarte, who took 
offi ce in 2010 and was to fi nish his term this 
year, said in an interview with Televisa. Mexi-
co’s ruling Institutional Revolutionary Party, or 
PRI, last month suspended Duarte from party 
membership in a bid to address perceptions 
of corruption in its ranks, Reuters reported. 
The PRI’s seven-member justice commission 
approved the suspension of Duarte and six of 
his aides. During Duarte’s six-year term, which 
ends next month, widespread drug violence, 
accusations of graft and electoral fraud, and 
multiple killings of journalists have tarred his 
reputation. The PRI lost Veracruz in gubernato-
rial elections in June. Duarte said Wednesday 
that no one demanded his resignation and that 
the move was “a personal decision.” 

Maduro to Pass 2017 
Budget by Decree
Venezuelan President Nicolás Maduro said 
Wednesday that it is the National Assembly’s 
“duty” to comply with a Supreme Court ruling 
earlier this week, bypassing congress to 
constitutionally enact a 2017 budget before 
an Oct. 15 deadline, El Universal reported. 
“I will convene a People‘s Assembly of the 

country’s congress on Friday, as approved by 
decree law, which will give the Supreme Court 
a 2017 budget to ensure the rights of the 
people,” Maduro said, according to the report. 
The Supreme Court, led by Maduro loyalists, 
said in a ruling published late Tuesday that it 
will take over all budgetary functions from the 
National Assembly because its leaders, who 
oppose Maduro, stand in contempt of court for 

not obeying earlier unrelated rulings, The Wall 
Street Journal reported. Alfonso Marquina, 
the head of the Assembly’s fi nance commit-
tee, decried the court’s action. “The supreme 
court is usurping our powers,” Marquina said. 
“Even during dictatorships the budgets went to 
congress.” Venezuela’s legislative body has ap-
proved every budget since 1861. “Nothing like 
this assault on democratic powers happened 

Does the U.S. Have a Place in Resolving 
Venezuela’s Crisis?

Q Following a meeting between 
Venezuelan President Nicolás 
Maduro and U.S. Secretary of 
State John Kerry on the side-

lines of the signing of a peace agreement 
between the Colombian government and the 
FARC rebel group, Maduro said a top U.S. 
diplomat would soon visit Caracas in order 
to jointly explore easing tensions between 
the two countries. Has Maduro experienced 
a change of heart toward the United States? 
What might be the goal for improved 
relations between the two countries? How 
would the meeting differ from top U.S. 
diplomat Thomas Shannon’s meeting in Ca-
racas in June? Does the recent announce-
ment from OPEC of a preliminary agreement 
to cut oil production change the dynamic 
between cash-strapped Venezuela and the 
United States?

A Diego Arria, member of the Ad-
visor board and director at the 
Columbus Group: “Maduro has 
not had a change of heart at all. 

The Venezuelan president has been playing 
the U.S. diplomats to gain time, which he 
badly needs, facing at least 80 percent public 
rejection in the midst of a growing humanitar-
ian tragedy as well as an economic and social 
collapse. The top U.S. diplomat, barring Sec-
retary Kerry, would be Ambassador Shannon, 
again insisting on restarting a botched initial 

dialogue that even the Venezuelan Catholic 
bishops found inadvisable, as the regime is 
not willing to consider fundamental issues 
such as holding a presidential recall referen-
dum this year, nor the liberation of political 
prisoners. By now it should be evident to the 
United States that improved relations with 
Venezuela while Maduro remains in power 
is impossible. It is diffi cult to understand 
why the United States continues to persist 
in a dialogue that in my view has more to do 
with not affecting its normalization process 
with Cuba than with the Venezuelan process. 
The U.S. should also acknowledge that many 
of the principal offi cers of the Venezuelan 
armed forces are associated with the drug 
cartels (the U.S. Treasury Department has 
imposed sanctions on seven individual armed 
forces members). And even though the 
armed forces are really in command of the 
Maduro regime, they are not included in the 
dialogue. Finally, the U.S. should evaluate the 
signifi cance of the fear that the Colombian 
electorate felt by the infl uence of the Chávez/
Maduro regime in voting against the peace 
agreement negotiated in Havana.”

EDITOR’S NOTE: More commentary on this 
topic appeared in Thursday’s issue of the 
daily Latin America Advisor.

ADVISOR Q&A

Duarte’s term has been 
marred by violence and
corruption allegations.
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in Venezuela at least since the 1950s,” Javier 
Corrales, a professor Amherst College told the 
Journal. “This decision by the Supreme Court is 
further evidence of the hardening of Maduro’s 
dictatorial rule.”

ECONOMIC NEWS

ECLAC Lowers 
Latin America 
Growth Forecasts
The U.N. Economic Commission for Latin 
America and the Caribbean, or ECLAC, revised 
its forecast for Latin America downward on 
Wednesday, saying that the region’s gross 
domestic product would contract 0.90 percent 
this year, EFE reported. Economic activity is 
expected to pick up again in 2017, however, 
with average growth of 1.5 percent. “The 
projections for 2017 refl ect expectations of 
more auspicious global conditions than in 2015 
and 2016,” ECLAC said in a statement on its 
Web site, adding that “growth is expected to 
be stronger in the economies of the region’s 
trading partners.” That said, any expansion in 
2017 will show marked differences between 
countries and sub-regions, with the economies 
of South America posting average growth of 
1.1 percent in 2017, and the economies of Cen-
tral America are expected to register growth of 
4.0 percent next year, as compared to the 3.7 
percent projected for 2016. In the English- and 
Dutch-speaking Caribbean, average growth is 
estimated at 1.4 percent for 2017, a recovery 
from the contraction of -0.3 percent expected 
for 2016.

E-commerce in 
Brazil to Grow 15 
Percent in 2016
E-commerce in Brazil is set to grow by 15 per-
cent in 2016 despite the deepest economic re-
cession in a generation affecting the country, a 
new report released Tuesday by Americas Mar-
ket Intelligence found. The overall e-commerce 

market size for Brazil is $23 billion, three times 
that of Mexico, the second-largest e-commerce 
market in Latin America, the report authors 
said. However, merchants without a local 
payments strategy reach only 17 percent of 
Brazil’s total addressable e-commerce market, 
with non-card payment methods representing 
23 percent of all Brazilian e-commerce sales. 
Fifty-eight percent of e-commerce volume in 
Brazil is purchased using an installment plan, 
the report found. “Only 20 percent of Brazil’s 
credit cards are enabled for international use, 
which is a major problem for merchants using 
an offshore payments approach,” said Lindsay 
Lehr, an author of the report.

Rising Prices Push 
Argentine Shoppers 
Abroad for Purchases
In the face of infl ation that has made their 
country the most expensive in dollar terms 
in South America, Argentines are crossing 
the border with Chile by the thousands to buy 
goods, El País reported Tuesday. Approximate-
ly 27,000 people from the province of Mendoza 
waited up to eight hours on Friday to cross into 
the neighboring country via the Los Libertado-

res tunnel and take advantage of prices that 
are three times lower. Trade in Argentina’s Men-
doza province fell 8.25 percent in September 
as a result of the price imbalances, according 
to a local business group. Argentines can bring 
back goods worth about $150 from Chile with-
out paying tax, but only a quarter of visitors 
voluntarily declare their purchases, according 
to the report. The country’s customs offi ce 
has collected $4 million in fi nes since January 
and says that eight of every 10 cars returning 
from Chile carry more than the permitted value. 
Argentine retail prices increased on average 
by 1.1 percent in September, according to a 
Reuters poll of economic analysts released 
Tuesday. 

NEWS BRIEFS

Creamfi nance Expands 
Into Latin America
Creamfi nance, an online consumer fi nancial 
services provider, on Monday expanded its 
footprint in Latin America by launching a 
Mexico City offi ce. With current operations in 
seven countries in Europe, the Mexico offi ce 
marks its fi rst presence on a new continent, 
the company said. “Mexico is obviously a very 
different country from the ones Creamfi nance 
was operating [in] before,” said Francisco De 
Vega, who has been named managing director 
of the Mexico offi ce. Started in Latvia in 2012, 
Creamfi nance currently employs approximately 
200 people with aims to become a “one-click 
loans provider” to consumers globally.

Peru Hopes to Lead World 
in Blueberry Exports
Peruvian Agriculture Minister José Hernández 
on Wednesday told Congress that the Andean 
nation could become the world’s top exporter 
of blueberries within the next two years, state 
news agency Andina reported. In a presenta-
tion before the legislature’s budget committee, 
Hernández said a recent agreement reached 
with Colombia granting access to several 
Peruvian agricultural products will help boost 
demand, with a goal to double overall agricul-
tural exports to $10 billion by 2021.

Weyerhaeuser Mulls Sale 
of Uruguay Assets 
Washington-based Weyerhaeuser said on 
Wednesday it will explore selling or other stra-
tegic alternatives for its operations in Uruguay, 
Reuters reported. The assets include more 
than 300,000 acres of timberlands in north-
eastern and north central Uruguay, a plywood 
and veneer manufacturing facility, a co-gen-
eration facility and a seedling nursery. More 
than 90 percent of Weyerhaeuser’s output 
in Uruguay is exported, mostly to the United 
States and Mexico, according to Reuters. 

Thousands of Argentines 
have crossed into Chile

for cheaper goods.
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FEATURED Q&A  /   Continued from page 3

exempt from the cut, and Venezuela and 
Ecuador would have to decrease production 
in accordance to their share. What would 
this mean? In the fi rst place, the impact 
of this move on global oil prices would be 
essentially psychological and short-lived. 
Increasing U.S. shale oil and Iranian oil pro-
duction, both unrestricted, could easily fi ll 
the void. There is far too much shut-in oil in 

the world for this OPEC cut to have any real 
meaning. Production cuts by OPEC could 
very well translate into loss of market share 
for Saudi Arabia and other important OPEC 
producers. Even if Russia decided to join the 
cut, it would largely comply in a symbolic 
manner, as their oilfi elds are not easily shut-
in without important, permanent losses in 
production. Second, Venezuela and Ecuador 
will have to cut production. In the case of 
Venezuela, the proportional reduction would 
be very small, in the range of 30,000 barrels 
per day, and would probably apply to clients 
that still pay in cash, subject to OPEC’s force 
majeure provisions. In the case of Ecuador, 

the proportional reduction would be even 
smaller, but, likewise, the short-term oil price 
increase will not resolve the country’s crisis. 
Frankly, I do not see how this decision by 
OPEC could have other than a very short-
lived psychological effect.”

A José Ramón Morales Arilla, 
PhD student in Public Policy 
at Harvard University: “While 
the agreement may temporarily 

affect prices, it is not likely to affect current 
fundamentals in international oil markets. 
I fi nd it implausible that the agreement will 
remain in effect for long, if its rollout is 
exploited by non-OPEC producers. Incorpo-
rating other net-exporters in a production 
cut agreement has proved challenging, as 
evidenced by the confl icting information 
stemming from the different agents involved 
in Russian oil. Moreover, modest production 
cuts can be substituted from U.S. shale oil 
relatively quickly. Even if successful, I don’t 
think we will observe prices crawling back 
to early 2014 levels as a consequence of the 
agreement, which implies that the external 
and fi scal strains in Ecuador and Venezuela 
are not going to be solved without address-
ing their own domestic imbalances.”

The Advisor welcomes comments on its Q&A 
section. Readers can contact editor Gene 
Kuleta at gkuleta@thedialogue.org.

I do not see how this 
decision by OPEC 
could have other than 
a very short-lived
psychological effect.”

— Gustavo Coronel
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