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election last Sunday, but his weak political
stance might lead to further populism as
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Increasing political uncertainty

Nicolas Maduro won the presidential election last Sunday by a
smaller-than-anticipated margin. According to the National
Electoral Council (CNE in Spanish), Mr. Maduro obtained
50.8% of the votes versus 49.0% for the opposition leader,
Henrique Capriles Radonski. The opposition did not concede
defeat and demanded a recount, denouncing a series of irregu-
larities in the voting rules. Mr. Maduro opposed the request, ar-
guing that the CNE is the ultimate electoral authority.

Our main takeaway is that the close result gives Mr.
Maduro a rather weak political mandate that limits his flexibility
to deal with sensitive issues in a more difficult economic envi-
ronment. The economy is expected to decelerate sharply in
2013, down from 5.6% in 2012, while inflation is likely to pick
up after the devaluation of the country’s currency last year.
The risk seems biased toward more populist (and unsustain-
able) measures instead of pragmatism or more moderate poli-
cies. At the same time, a fragile political stance might incen-
tivize other Chavista leaders to challenge Mr. Maduro’s man-
date, giving rise to concerns about medium-term governability
risk. In this respect, it will become increasingly difficult for Mr.
Maduro to keep the Chavistas united to secure a smooth politi-
cal transition in the future.
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Figure 1: Venezuela and crude oil prices
in bps in USD
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Investment strategy and recommendations update

While we have maintained active BUY recommendations on
Venezuela and PDVSA for the past couple of years, we tumned
more cautious recently (please see “Venezuela and PDVSA: In-
vestment strategy after primary election,” published on 13
February 2013), suggesting investors not add credit risk expo-

rent recommendations to SELL, in order to reflect more accu-
rately the risks ahead in the aftermath of the presidential elec-
tions.

Firstly, while the carry on Venezuela and PDVSA bonds is
still attractive in a context of very low interest rates globally, val-
uations are no longer appealing. Capital appreciation appears
constrained by recent political developments, in our opinion.
We now see Venezuela and PDVSA bonds as a carry recom-
mendation with substantial downside risk. Secondly, the
Venezuelan economy faces important challenges going for-
ward. Critical decisions must be undertaken sooner rather than
later regarding the exchange rate, supply shortages and oil poli-
cy. The fragile economic backdrop jeopardizes the likelihood of
a successful political transition. Thirdly, Venezuela remains the
most overweighted sovereign credit in the EM space, accord-
ing to FPRP data. Fourthly, while Venezuela's willingness to
service its debt remains intact, the capacity to pay could deteri-
orate if economic and fiscal policies are not adjusted. Finally,
the recent spike in global risk aversion and the correction in
crude oil prices are likely to exacerbate the market's reaction.
We would expect Venezuela and PDVSA bonds to remain un-
der pressure in the near term. We retain selective HOLD rec-
ommendations on short-maturity bonds.

sure. We now take a more decisive action by changing our cur- (16/04/2013)
Venezuela bond recommendations

Rec ISIN No. Curr. Issuer Rating Coupon Maturity Ask YTM Dur.
HOLD USP97475AB69 USD  REPUBLIC OF VENEZUELA B+ /B2 10.76 19.09.2013 102.25 5.19

HOLD US922646BM57 USD  REPUBLIC OF VENEZUELA B+ /B2 8.50 08.10.2014 102.75 6.5 1.37
SELL USP97475AF73 USD  REPUBLIC OF VENEZUELA B+ /B2 5.75 26.02.2016 96.25 7.22 2.55
SELL USP97475AD26 USD  REPUBLIC OF VENEZUELA B+ /B2 7.00 01.12.2018 94.5 8.24 4.4
SELL USP97475AD26 USD  REPUBLIC OF VENEZUELA B+ /B2 7.00 01.12.2018 94.5 8.24 4.4
SELL USP97475AN0O8 USD  REPUBLIC OF VENEZUELA B+ /B2 7.75 13.10.2019 95 8.78 4,95
SELL USP97475AG56 USD  REPUBLIC OF VENEZUELA B+ /B2 6.00 09.12.2020 85.5 8.63 5.71
SELL USP17625AC16 USD  REPUBLIC OF VENEZUELA B+ /B2 12,75 23.08.2022 1175 9.64 5.07
SELL USP17625AA59 USD  BOLIVARIAN REP OF VZLA B+ /B2 9.00 07.05.2023 97.15 9.44 6.2
SELL USP97475AP55 USD  REPUBLIC OF VENEZUELA B+ /B2 8.25 13.10.2024 92.5 9.33 7.12
SELL XS0217249126 USD  BOLIVARIAN REP OF VZLA B+ /B2 7.65 21.04.2025 88.75 9.22 7.45
SELL USP17625AE71 USD  REPUBLIC OF VENEZUELA B+ /B2 11.75 21.10.2026 1 10.23 6.69
SELL US922646AS37 USD  REPUBLIC OF VENEZUELA B+ /B2 9.25 15.09.2027 99 9.38 7.77
SELL USP17625AB33 USD  BOLIVARIAN REP OF VZLA B+ /B2 9.25 07.05.2028 97 9.63 7.6
SELL USP17625AD98 USD  REPUBLIC OF VENEZUELA B+ /B2 11.95 05.08.2031 112.35 10.39 7.6
SELL US922646BL74 USD  REPUBLIC OF VENEZUELA B+ /B2 9.38 13.01.2034 97.5 9.65 8.72
SELL USP97475AJ95 USD  REPUBLIC OF VENEZUELA B+ /B2 7.00 31.03.2038 81.5 8.85 10.36
SELL XS0294364103 USD  PETROLEOS DE VENEZUELA S B+/NR 5.25 12.04.2017 87.67 9 3.46
SELL XS0294364954 USD  PETROLEOS DE VENEZUELA S B+ /NR 5.38 12.04.2027 70.08 9.23 8.7
SELL XS0294367205 USD  PETROLEOS DE VENEZUELA S B+/NR 5.50 12.04.2037 68.5 8.63 10.94
SELL USP7807HAK 16 USD  PETROLEOS DE VENEZUELA S B+/NR 8.50 02.11.2017 97.561 9.35 2.84
HOLD XS0460546442 USD  PETROLEOS DE VENEZUELA S NR/ NR 4.90 28.10.2014 96.75 7.19 1.4
SELL XS0460546525 USD  PETROLEOS DE VENEZUELA S NR /NR 5.00 28.10.20156 93.68 7.81 2.25
SELL XS0460546798 USD  PETROLEOS DE VENEZUELA S NR/ NR 5.13 28.10.2016 88.96 8.84 3.03
SELL US716558ACH2 USD  PETROLEOS DE VENEZUELA S NR/NR 12,75 17.02.2022 116 9.64 5.26
SELL USP7807HAPO3 USD  PETROLEOS DE VENEZUELA S B+/NR 9.00 17.11.2021 95.34 9.89 5.12

Source: Credit Suisse, Bloomberg
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Risk disclaimer

Investors should consider this report as only a single factor in
making their investment decision. For a discussion of the risks
of investing in the securities mentioned in this report, please
refer to the following Internet link:

https://research.credit-suisse.com/riskdisclosure

CS may not have taken any steps to ensure that the securities
referred to in this report are suitable for any particular investor.
CS will not treat recipients as its customers by virtue of their
receiving the report. The investments or services contained or
referred to in this report may not be suitable for you and it is
recommended that you consult an independent investment
advisor if you are in doubt about such investments or
investment services. Nothing in this report constitutes
investment, legal, accounting or tax advice or a representation
that any investment or strategy is suitable or appropriate to
your individual circumstances or otherwise constitutes a
personal recommendation to you.

The price, value of and income from any of the securities
or financial instruments mentioned in this report can fall as well
as rise. The value of securities and financial instruments is
subject to exchange rate fluctuation that may have a positive
or adverse effect on the price or income of such securities or
financial instruments. Investors in securities such as ADR’s,
the values of which are influenced by currency volatility,

effectively assume this risk. Structured securities are complex
instruments, typically involve a high degree of risk and are
intended for sale only to sophisticated investors who are
capable of understanding and assuming the risks involved. The
market value of any structured security may be affected by
changes in economic, financial and political factors (including,
but not limited to, spot and forward interest and exchange
rates), time to maturity, market conditions and volatility, and
the credit quality of any issuer or reference issuer. Any
investor interested in purchasing a structured product should
conduct their own investigation and analysis of the product and
consult with their own professional advisers as to the risks
involved in making such a purchase.

Some investments discussed in this report have a high
level of volatility. High volatility investments may experience
sudden and large falls in their value causing losses when that
investment is realized. Those losses may equal your original
investment. Indeed, in the case of some investments the
potential losses may exceed the amount of initial investment,
in such circumstances you may be required to pay more
money to support those losses. Income vyields from
investments may fluctuate and, in consequence, initial capital
paid to make the investment may be used as part of that
income yield. Some investments may not be readily realizable
and it may be difficult to sell or realize those investments,
similarly it may prove difficult for you to obtain reliable
information about the value, or risks, to which such an
investment is exposed.
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Analyst certification

The analysts identified in this report hereby certify that views about the
companies and their securities discussed in this report accurately reflect
their personal views about all of the subject companies and securities. The
analysts also certify that no part of their compensation was, is, or will be di-
rectly or indirectly related to the specific recommendation(s) or view(s) in
this report.

Knowledge Process Outsourcing (KPO) Analysts mentioned in this report
are employed by Credit Suisse Business Analytics (India) Private Limited.

Important disclosures

Credit Suisse policy is to publish research reports, as it deems appropri-
ate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions
stated herein. Credit Suisse policy is only to publish investment research
that is impartial, independent, clear, fair and not misleading.

The Credit Suisse Code of Conduct to which all employees are obliged to
adhere, is accessible via the website at:
https://www.credit-suisse.com/governance/doc/code_of_conduct_en.pdf

For more detail, please refer to the information on independence of finan-
cial research, which can be found at:
https://www.credit-suisse.com/legal/pb_research/independence_en.pdf

The analyst(s) responsible for preparing this research report received com-
pensation that is based upon various factors including Credit Suisse's total
revenues, a portion of which is generated by Credit Suisse Investment
Banking business.

Additional disclosures for the following jurisdictions

United Kingdom: For fixed income disclosure information for clients of
Credit Suisse (UK) Limited and Credit Suisse Securities (Europe) Limited,
please call +41 44 333 33 99.

For further information, including disclosures with respect to any other is-
suers, please refer to the Credit Suisse Global Research Disclosure site
at:

https://www.credit-suisse.com/disclosure

Guide to analysis

Equity rating allocation as of (16/04/2013)

Investment banking

BUY 10% or greater increase in absolute
share price

HOLD variation between -10% and +10% in
absolute share price

SELL 10% or more decrease in absolute
share price

RESTRICTED In certain circumstances, internal and ex-

ternal regulations exclude certain types
of communications, including e.g. an in-
vestment recommendation during the
course of Credit Suisse engagement in
an investment banking transaction.

TERMINATED Research coverage has been concluded.

Absolute bond performance

The bond recommendations are based fundamentally on forecasts for total
returns versus the respective benchmark on a 3-6 month horizon and are
defined as follows:

BUY Expectation that the bond issue will out-
perform its specified benchmark

HOLD Expectation that the bond issue will per-
form in line with the specified bench-
mark

SELL Expectation that the bond issue will

underperform its specified benchmark

Overall interests only
BUY 39.94 % 39.48 %
HOLD 52.72 % 52.51 %
SELL 511 % 5.41 %
RESTRICTED 2.24 % 2.61 %

Relative stock performance

At the stock level, the selection takes into account the relative attractive-
ness of individual shares versus the sector, market position, growth
prospects, balance-sheet structure and valuation. The sector and country
recommendations are "overweight," "neutral’, and "underweight' and are
assigned according to relative performance against the respective regional
and global benchmark indices.

Absolute stock performance

The stock recommendations are BUY, HOLD and SELL and are depen-
dent on the expected absolute performance of the individual stocks, gener-
ally on a 6-12 months horizon based on the following criteria:

RESTRICTED In certain circumstances, internal and ex-
ternal regulations exclude certain types
of communications, including e.g. an in-
vestment recommendation during the
course of Credit Suisse engagement in

an investment banking transaction.

Credit Suisse HOLT

With respect to the analysis in this report based on the HOLT(tm) method-
ology, Credit Suisse certifies that (1) the views expressed in this report ac-
curately reflect the HOLT methodology and (2) no part of the Firm's com-
pensation was, is, or will be directly related to the specific views disclosed
in this report. The Credit Suisse HOLT methodology does not assign rat-
ings to a security. It is an analytical tool that involves use of a set of propri-
etary quantitative algorithms and warranted value calculations, collectively
called the Credit Suisse HOLT valuation model, that are consistently ap-
plied to all the companies included in its database. Third-party data (includ-
ing consensus earnings estimates) are systematically translated into a num-
ber of default variables and incorporated into the algorithms available in
the Credit Suisse HOLT valuation model. The source financial statement,
pricing, and earnings data provided by outside data vendors are subject to
quality control and may also be adjusted to more closely measure the
underlying economics of firm performance. These adjustments provide con-
sistency when analyzing a single company across time, or analyzing multi-
ple companies across industries or national borders. The default scenario
that is produced by the Credit Suisse HOLT valuation model establishes
the baseline valuation for a security, and a user then may adjust the de-
fault variables to produce alternative scenarios, any of which could occur.
The Credit Suisse HOLT methodology does not assign a price target to a
security. The default scenario that is produced by the Credit Suisse HOLT
valuation model establishes a warranted price for a security, and as the
third-party data are updated, the warranted price may also change. The de-
fault variables may also be adjusted to produce alternative warranted
prices, any of which could occur. Additional information about the Credit
Suisse HOLT methodology is available on request.

CFROI(r), CFROE, HOLT, HOLTfolio, HOLTSelect, HS60, HS40, Value-
Search, AggreGator, Signal Flag and "Powered by HOLT" are trademarks
or registered trademarks of Credit Suisse or its affiliates in the United
States and other countries. HOLT is a corporate performance and valua-
tion advisory service of Credit Suisse.
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For technical research

Where recommendation tables are mentioned in the report, "Close" is the
latest closing price quoted on the exchange. "MT" denotes the rating for
the medium-term trend (3-6 months outlook). "ST" denotes the short-term
trend (3-6 weeks outlook). The ratings are "+" for a positive outlook (price
likely to rise), "0" for neutral (no big price changes expected) and "-" for a
negative outlook (price likely to fall). Outperform in the column 'Rel perf"
denotes the expected performance of the stocks relative to the bench-
mark. The "Comment" column includes the latest advice from the analyst.
In the column "Recom" the date is listed when the stock was recommend-
ed for purchase (opening purchase). "P&L" gives the profit or loss that has
accrued since the purchase recommendation was given.

For a short introduction to technical analysis, please refer to Technical
Analysis Explained at:
https://www.credit-suisse.com/legal/pb_research/technical_tutorial_en.pdf
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For a discussion of the risks of investing in the securities mentioned in this
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ment within such jurisdiction. All material presented in this report, unless
specifically indicated otherwise, is under copyright to CS. None of the ma-
terial, nor its content, nor any copy of it, may be altered in any way, trans-
mitted to, copied or distributed to any other party, without the prior ex-
press written permission of CS. All trademarks, service marks and logos
used in this report are trademarks or service marks or registered trade-
marks or service marks of CS or its affiliates.

The information, tools and material presented in this report are provided to
you for information purposes only and are not to be used or considered as
an offer or the solicitation of an offer to sell or to buy or subscribe for secu-
rities or other financial instruments. CS does not offer advice on the tax
consequences of investment and you are advised to contact an indepen-
dent tax adviser. Please note in particular that the bases and levels of taxa-
tion may change.

CS believes the information and opinions in the Disclosure Appendix of
this report are accurate and complete. Information and opinions presented
in the other sections of the report were obtained or derived from sources
CS believes are reliable, but CS makes no representations as to their accu-
racy or completeness. Additional information is available upon request. CS
accepts no liability for loss arising from the use of the material presented
in this report, except that this exclusion of liability does not apply to the ex-
tent that liability arises under specific statutes or regulations applicable to
CS. This report is not to be relied upon in substitution for the exercise of in-
dependent judgment. CS may have issued, and may in the future issue, a
trading idea regarding this security. Trading ideas are short term trading
opportunities based on market events and catalysts, while company recom-
mendations reflect investment recommendations based on expected total
return over a 6 to 12-month period as defined in the disclosure section.
Because trading ideas and company recommendations reflect different as-

sumptions and analytical methods, trading ideas may differ from the com-
pany recommendations. In addition, CS may have issued, and may in the
future issue, other reports that are inconsistent with, and reach different
conclusions from, the information presented in this report. Those reports
reflect the different assumptions, views and analytical methods of the ana-
lysts who prepared them and CS is under no obligation to ensure that
such other reports are brought to the attention of any recipient of this re-
port. CS is involved in many businesses that relate to companies men-
tioned in this report. These businesses include specialized trading, risk arbi-
trage, market making, and other proprietary trading.

Information, opinions and estimates contained in this report reflect a judg-
ment at its original date of publication by CS and are subject to change
without notice. This report may provide the addresses of, or contain hyper-
links to, websites. Except to the extent to which the report refers to web-
site material of CS, CS has not reviewed the linked site and takes no re-
sponsibility for the content contained therein. Such address or hyperlink (in-
cluding addresses or hyperlinks to CS’s own website material) is provided
solely for your convenience and information and the content of the linked
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site or following such link through this report or CS’s website shall be at
your own risk.
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