
 

	
  

Impact on oil markets from the death of Hugo Chavez 

Bottom line: Venezuela's massive oil reserves will not be unleashed on global oil markets 
anytime soon, while the near-term impact on prices will be limited. 

The death of President Hugo Chavez yesterday, after 14 years at the helm, has raised a few 
questions about the impact on global oil markets considering the enormous reserves the 
country holds. Let us first take a look at these numbers. Venezuela at the end of 2011 held 
17.9 percent of the world's known oil reserves compared with 16.1 percent in Saudi Arabia 
and 11 percent in Canada (Source: BP). Against this, it only represented 3.5 percent of 
global production compared with 13.2 percent in Saudi Arabia. 

 

A decade that created a hostile environment for foreign oil companies and eventually led to 
some of them being thrown out has led to a drop in production of almost one million barrels 
per day during this time. The state oil company PDVSA has increasingly been handing over 
its income to fund various government programmes, leaving it with negative cash flows for 
the past five years, according to Reuters. The result of this has been a lack of investment as 
old fields matured and new ones were not explored, hence the drop in output. 

Going forward, a near-term change in the current political situation is not expected anytime 
soon. The upcoming election is likely to lead to a victory for the United Socialist Party, but 
with Chavez and his charisma gone the move towards market reforms could eventually 
begin with the opposition standing ready to take control. Reforms and the re-introduction of 
foreign investment will not happen overnight, possibly not for a few years, but once it does 
another source of increased supply will further help to alleviate some of the worries about 
future supply not keeping up with an increase demand, especially from emerging 
economies. 



 

Venezuela's oil is of the heavy crude variety, which is also what the Canadians produce 
around Alberta. Companies operating in Alberta will be able to export their know-how, which 
is good for the companies. However, this maybe less so for the overall economics around 
Alberta, with Venezuelan heavy crude being much cheaper to extract.  

	
  
	
  
 
NON-INDEPENDENT INVESTMENT RESEARCH 
This investment research has not been prepared in accordance with legal requirements designed to promote the 
independence of investment research. Further it is not subject to any prohibition on dealing ahead of the 
dissemination of investment research. Saxo Bank, its affiliates or staff, may perform services for, solicit business 
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investments entail a risk and may result in both profits and losses. In particular investments in leveraged products, 
such as but not limited to foreign exchange, derivatives and commodities can be very speculative and profits and 
losses may fluctuate both violently and rapidly. Speculative trading is not suitable for all investors and all recipients 
should carefully consider their financial situation and consult financial advisor(s) in order to understand the risks 
involved and ensure the suitability of their situation prior to making any investment, divestment or entering into 
any transaction. Any mentioning herein, if any, of any risk may not be, and should not be considered to be, neither 
a comprehensive disclosure or risks nor a comprehensive description such risks. Any expression of opinion may be 
personal to the author and may not reflect the opinion of Saxo Bank and all expressions of opinion are subject to 
change without notice (neither prior nor subsequent). 
 
Futures contracts are traded on margin enabling you to leverage a small margin deposit for a much greater 
market effect. You will be required to deposit initial margin to initiate a position. You must also maintain the 
Maintenance Margins listed per contract in your account at all times. If the funds in an account fall below this 
margin, clients will be subject to a margin call to either deposit more funds to cover positions or close positions. 
You will usually be notified of this through our trading platform and via e-mail. If you fail to do so as required, your 
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Saxo Bank does not support physical delivery of the underlying security on expiry of a futures contract. You should 
ensure that you are aware of the expiry and first notice dates (FND) of any futures contracts and that you close 
these at the appropriate time. If the FND is before the expiry date, positions need to be closed the day before the 
FND. If the expiry date is before the FND positions need to be closed no later than on the expiry date. If futures 
positions are not closed before the relevant date, Saxo Bank will close the position on your behalf at the first 
available opportunity at the prevailing market rate. You will bear any resulting costs, gains or losses. Our Futures 
do not provide any right to the underlying instruments.  
In certain cases, our, Futures are over-the-counter (OTC) instrument. Each Future trade that you enter into on our 
trading service results in you entering a contract with us; these contracts can only be closed with us and are not 
transferable to any other person. 
 
This means that you may be exposed to the risk of our default. In this unlikely event, we are members of the 
Danish Financial Services Compensation Scheme. 
 
The following risks relevant to any investment in this product: 
• There may be significant fluctuations in the market or index underlying this investment that may give rise 
to losses; 
• Investment will involve exposure to foreign currency exchanges rates which may move unfavourably and 
give rise to losses;  
• This investment is based on an underlying [instrument / index / market / etc.] that is potentially 
unpredictable and volatile.  



 

• There may be a sudden shift in the price of an underlying from one level to another and substantial losses 
may result from such movements in the underlying.  
• In setting prices and contract terms, we take into consideration the market or the markets for the relevant 
underlying instruments. Market conditions can change rapidly over a short period of time, so if you want to close 
out a contract we might not be able to do so on the same terms. 
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This communication refers to past performance. Past performance is not a reliable indicator of future performance. 
Indications of past performance displayed on this communication will not necessarily be repeated in the future. No 
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Statements contained on this communication that are not historical facts and which may be simulated past 
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factors, and undue reliance should not be placed thereon. Additionally, this communication may contain 'forward-
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This material is confidential and should not be copied, distributed, published or reproduced in whole or in part or 
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Any information or opinions in this material are not intended for distribution to, or use by, any person in any 
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amended and the United States Securities Exchange Act of 1934, as amended. 
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