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Venezuela?



The U.S. has carried out its most forceful regime-change
operation in Latin America in decades, culminating in the
capture of Venezuelan President Nicolás Maduro. This
development marks the potential end of a prolonged
geopolitical standoff that kept the world’s largest oil reserve
base largely offline. The situation introduces a pivotal
inflection point for global energy markets, particularly for
heavy-crude supply chains, refining spreads, and
geopolitical risk premiums embedded in oil prices.
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Venezuela Reset
From Petro-State Collapse to Global Energy Repricing

Background: How Venezuela Fell Apart
Venezuela’s crisis stems from decades of structural
weaknesses inherent in a petro-state economy. Despite
holding the world’s largest proven oil reserves (~303 billion
barrels), chronic mismanagement, underinvestment, and
aggressive nationalization of the oil industry under Hugo
Chávez prevented the country from fully capitalizing on its
natural wealth. Under Nicolás Maduro, these challenges
intensified, with hyperinflation, severe shortages of food
and medicine, and widespread political repression triggering
a humanitarian exodus of over 7.7 million citizens. Coupled
with U.S. and international sanctions that curtailed revenue
and foreign investment, Venezuela’s economy contracted by
more than 70% between 2012 and 2020, reducing oil
production from historical peaks of 3.5 million barrels per
day to just over one million. This combination of governance
failure, economic mismanagement, and geopolitical isolation
has left Venezuela in a collapsed state, heightening
geopolitical risk and contributing to current markets
volatility.



Metric Peak / Historic Recent

Oil Reserves
~303bn barrels (largest
globally)

Unchanged

Production 3.5m bpd (1970s) ~1.1m bpd

Economic Output -71% (2012–2020)

Inflation >130,000% peak

Population Displacement 7.7m+ emigrated
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Key Drivers behind the Collapse:

Nationalization & Capital Flight: Aggressive state control
policies under Hugo Chávez forced multinationals such as
ExxonMobil to exit.

Operational Decay: Lack of investment, electricity grid
failures, and skilled labor loss crippled production
infrastructure.

Sanctions Regime: U.S. financial and trade sanctions
severely restricted Venezuela’s ability to monetize oil
exports.

Governance Breakdown: Under Maduro, hyperinflation,
food shortages, political repression, and alleged
corruption turned Venezuela into a humanitarian and
financial catastrophe.



The U.S. intervention signals a recalibration of geopolitical
priorities:

Re-establish control over a critical heavy-crude supply
source.

Limit China, Russia, and Iran’s influence in the Western
Hemisphere.

Stabilize a chronic source of regional instability and
migration.

This is not simply a political event; it is a global energy
repricing catalyst.
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The Strategic Shift: Why Now?

Markets Implications

Source: OPEC, Natural Resources Canada (CBC)



Impact Direction

Heavy Crude Differentials Likely compress

Refinery Margins (Heavy Feedstock) Likely expand

Light-Heavy Crude Spread Narrowing bias

Even a modest recovery to 1.5–2.0m bpd could materially
affect heavy crude markets, where supply remains
structurally tight.

Venezuelan Orinoco crude is ideal for U.S. Gulf Coast and
Canadian complex refineries.

Increased flows would pressure heavy-crude premiums
such as Maya and Western Canadian Select.
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1. Oil Supply Dynamics

Refiners with coking capacity stand to benefit:

2. Refining & Crack Spread Opportunities

Traders should closely track refining utilization rates and
feedstock substitution patterns.



Washington has historically used sanctions as a throttle
rather than a switch. A phased sanctions unwind would:

Unlock stranded Venezuelan barrels.

Introduce episodic volatility into oil futures curves.

Create tradeable dislocations in energy equities tied to
heavy crude refining.
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3. Sanctions & Policy Optionality

Petro-state failures typically propagate:

4. Regional Currency & EM Risk

Regional currency weakness.

Capital outflows from fragile emerging markets.

Rising volatility in sovereign debt and commodities.

This reinforces the importance of geopolitical risk premia in
Emerging Markets portfolios.

Actionable Takeaways for Traders
What to Watch:

U.S. Treasury guidance on sanction exemptions.
PDVSA export restart timelines.
Heavy-crude benchmark spreads (Maya, WCS).
U.S. Gulf Coast refinery utilization data.



How to Position:

Tactical exposure to heavy-crude refining equities.

Monitor Brent-WTI spreads for supply-driven repricing.

Use options to hedge against political headline risk.

Diversify exposure across energy logistics, not just
producers.
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Venezuela’s collapse and the recent U.S. intervention mark a
pivotal moment for global energy markets. What was once a
failed petro-state now has the potential to reshape oil
supply, refining margins, and geopolitical risk premiums. 

Traders should closely monitor the pace at which
Venezuelan production is restored, changes in U.S.
sanctions, and global heavy-crude flows. While risks remain
high, this inflection point presents time-sensitive
opportunities for those who track oil, energy equities, and
emerging-market exposure. In short, Venezuela’s crisis is
not just a political event; it is a market event, and
understanding its ripple effects will be critical for informed
trading and strategic positioning.
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