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Over the weekend, the US military performed an operation on Venezuelan soil to capture and detain its president,
Nicolds Maduro. The White House has since announced significant involvement in Venezuela going forward. While
the geopolitical situation remains fluid, the motivation appears significantly driven by long-term energy needs.

Venezuela's oil industry, once a global powerhouse, has been dramatically weakened over the past decade due to
political turmoil, economic mismanagement, and sweeping US sanctions. Under President Nicolds Maduro's regime,
oil revenues were diverted to support the government and military, rather than reinvested into infrastructure and
workforce development. This led to a steep decline in production—from about 3 million barrels per day in 2015 to
roughly 900,000 barrels per day today. The country’s oil sector has suffered from years of neglect, loss of skilled
workers, and deteriorating facilities, leaving it far from its former capacity.

Recent developments have brought renewed attention to Venezuela's oil potential. US President Donald Trump has
suggested that US oil companies would play a role in reviving Venezuelan production, contingent on political changes
and the easing of sanctions. However, the situation remains highly uncertain, with questions around future governance
and operational risk, the stability required for major investment, and the legacy of past nationalizations still looming
large. Until there is greater clarity, significant foreign investment in Venezuela's oil industry is unlikely.

Currently, with West Texas Intermediate (WTI) crude trading at $57 per barrel, the incentive to make large-scale
investments in Venezuela may be muted. US and Canadian producers are focused on shareholder returns rather than
capacity growth, and are unlikely to pursue risky capital-intensive ventures in the current price environment.

Potential impact to Canadian energy sector

Even if Venezuela were to return to previous production levels, its share of global supply would remain modest—less
than 3%—though it would compete directly with Canadian heavy crude. Canadian producers might respond by



maximizing infrastructure like the Trans Mountain Expansion (TMX) and rail to the west coast, but these are long-
term considerations contingent on optimistic scenarios in Venezuela.

US involvement in Venezuelan heavy production as a competitor to Western Canadian Select (WCS) could contain
energy prices over the long-term. Still, any meaningful increase in Venezuelan output would take years to materialize.
Meanwhile, Canadian crude supply to the US continues to rise, while Mexican barrels decline and require reliable
alternatives.

If US oil production growth slows due to lower medium-term prices, associated gas supply could also decline, which
may benefit Canadian gas producers, though this remains speculative.

CIBC Asset Management is closely monitoring the evolving situation in Venezuela and its potential implications for
Canadian energy producers and distributors, given the sector’s significant weight in key indices. At this stage, there is
no need for a knee-jerk reaction: the level of uncertainty is too high to warrant definitive action.

CIBC Asset Management will continue to assess developments to ensure clients are well-positioned as the situation
unfolds.
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The views expressed in this material are the views of CIBC Asset Management Inc., as of January 5, 2025 unless otherwise
indicated, and are subject to change at any time. CIBC Asset Management Inc. does not undertake any obligation or responsibility
to update such opinions.

This material is provided for general informational purposes only and does not constitute financial, investment, tax, legal or
accounting advice, it should not be relied upon in that regard or be considered predictive of any future market performance, nor
does it constitute an offer or solicitation to buy or sell any securities referred to. Individual circumstances and current events are
critical to sound investment planning; anyone wishing to act on this material should consult with their advisor.

The material and/or its contents may not be reproduced without the express written consent of CIBC Asset Management Inc.

Forward-looking statements include statements that are predictive in nature, that depend upon or refer to future events or
conditions, or that include words such as "expects", "anticipates"”, "intends", "plans”, "believes", "estimates", or other similar
wording. In addition, any statements that may be made concerning future performance, strategies, or prospects and possible
future actions taken by the fund, are also forward-looking statements. Forward-looking statements are not guarantees of future
performance. These statements involve known and unknown risks, uncertainties, and other factors that may cause the actual
results and achievements of the fund to differ materially from those expressed or implied by such statements. Such factors
include, but are not limited to: general economic, market, and business conditions; fluctuations in securities prices, interest rates,
and foreign currency exchange rates; changes in government regulations; and catastrophic events.

The above list of important factors that may affect future results is not exhaustive. Before making any investment decisions, we
encourage you to consider these and other factors carefully. CIBC Asset Management Inc. does not undertake, and specifically
disclaims, any obligation to update or revise any forward-looking statements, whether as a result of new information, future
developments, or otherwise prior to the release of the next management report of fund performance.

Past performance may not be repeated and is not indicative of future results.

® The CIBC logo and “CIBC Asset Management” are registered trademarks of Canadian Imperial Bank of Commerce (CIBC), used
under license.

Venezuela: A Canadian energy perspective | 3



	Venezuela: A Canadian energy perspective
	Potential impact to Canadian energy sector
	Authors


