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Hugo Chávez has got quite a lot of mileage lately out of apocalyptic warnings about his opponent’s secret plans for shock economic reforms if they win the fast-approaching elections. “Civil war” would ensue, he assures.

Meanwhile, Wall Street analysts have been making predictions of their own about what will happen if Chávez wins – it sounds like Venezuela is in for some economic shocks whatever happens.

The latest prediction came in a note on Friday from Morgan Stanley, which argues that a “financial accident” will become increasingly likely after the elections, assuming “chavonomics” doesn’t magically change overnight.

Arguing that Venezuela’s balance sheet is looking “increasingly fragile”, Daniel Volberg warned the bank’s clients that it won’t necessarily require a global slowdown “to tip Venezuela over”. He sees the next “important tipping point” in the $4.3bn in external debt payments that come due in August – November of 2013.

Over at Bank of America Merrill Lynch, Francisco Rodríguez pointed out earlier in the week that central government spending grew by 41.1 per cent in real terms last month – the fastest monthly spending growth this year.

This should surprise no one, given that elections are just around the corner. But with balance of payments data also showing that Venezuela is rapidly burning through its deposits in off-budget funds, Rodríguez fears there won’t be much left by the end of 2013. “Venezuela will face some tough FX policy choices in the near future,” he says, convinced that “a macro adjustment is all but inevitable next year”.

This may be nothing new – analysts have been warning that some major adjustments are in store next year for some time. But unfortunately they ring a lot more true than Chávez’s rather more dire prophecies.
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