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1. Explanation

On May 1st, the UAE walks out of OPEC+ with 1.5 million spare barrels and a roughly $1.7 trillion
war chest. This isn't a quota fight — it's an oil-price ambush Saudi Arabia cannot survive.

What's Going On?
The United Arab Emirates has announced it's leaving OPEC and OPEC+, the cartel that has coordinated

global oil supply since 1960. For 25 years the UAE accepted production limits — pumping only about
70% of what it could — to keep prices propped up alongside Saudi Arabia and Russia.

Now Abu Dhabi plans to flood the market. Within a year it can add 1.2-1.4 million barrels per day; within
five years it could nearly double output to 6 million barrels. The article argues markets are mispricing
this as a routine quota squabble when it's actually the opening move of a fiscal war Riyadh is structurally
unequipped to win.

How To Think About It

The right mental model isn't 'oil supply goes up, prices go down." It's a price war between two players
with wildly different bank balances — and only one can endure losses long enough to break the other.

» Think of Uber burning billions to undercut taxis until they folded — except the UAE has 25 years of
ammunition, not five.

 [t's like two students competing to undercut each other selling concert tickets: one has a trust fund
covering rent, the other has maxed-out credit cards. The trust-fund kid wins by simply not
flinching.

Key Things To Know

» The UAE balances its budget at S50 Brent oil; Saudi Arabia needs $91 — or $112 if you count its Vision
2030 megaprojects like the futuristic city NEOM.

e Abu Dhabi's sovereign wealth funds (ADIA, Mubadala, ADQ) hold roughly $1.7 trillion — liquid,
unleveraged, and serving just 1.3 million citizens.

e Saudi Arabia's headline 12 million barrels/day capacity has never actually been sustained; analysts
think real spare capacity is closer to 1 million b/d, not the advertised 3 million.

o The UAE flooding alone would add more new supply than every monthly OPEC+ meeting has been
arguing about combined.

» Most analysts are reading this as a negotiation tactic. The article's contrarian claim: Abu Dhabi has
economic incentive to keep prices low indefinitely, regardless of Riyadh's pleas.

Why It Matters

Cheaper oil sounds great at the gas pump — and it would be, for a while. But sub-S60 Brent crude
reshapes everything: US shale jobs in Texas and North Dakota, the speed of the EV transition (cheap
gasoline slows it), inflation rates that determine your future student loan and mortgage costs, and the
stability of governments across the Middle East. If Saudi Arabia hits a fiscal crisis, the spillovers — from
regional conflict to sovereign debt panic — touch markets you'll be investing in for the rest of your life.
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The Bigger Picture

OPEC has shaped global politics since the 1973 oil embargo. If it fractures along Gulf lines, the next
decade of energy looks less like a managed cartel and more like the chaotic 1980s, when Saudi Arabia
last opened the taps and crushed prices for years. Watch three things: whether Riyadh quietly devalues
the riyal (its currency peg to the dollar is the 'topic that should never be a topic'), whether Iran returns
to full export capacity, and whether US shale producers can survive a sustained $40 environment. Each
domino tips the next.

Page 3 | GenAware



GenAware | The UAE Just Quit OPEC. Saudi Arabia Should Be Terrified.

2. Key Terms Glossary

OPEC+
An expanded oil cartel: the original OPEC (mostly Gulf producers plus Venezuela and Nigeria)
coordinating with non-OPEC exporters like Russia to set production quotas and influence global
crude prices.

Fiscal breakeven

The oil price a country needs to balance its government budget. Below it, the state runs a deficit and
must borrow or burn reserves.

Brent

The benchmark price for a barrel of crude oil produced in the North Sea, used as a global reference.
Most international oil contracts are priced relative to Brent.

Spare capacity
The volume of oil a producer could pump within ~90 days but is choosing not to. It's the difference
between maximum output and current production — a key lever in price wars.

Sovereign-wealth fund

A government-owned investment fund that manages national savings, often funded by oil revenues.
ADIA (UAE) and PIF (Saudi Arabia) are examples; they buy stocks, real estate, and companies
worldwide.

Riyal peg
Saudi Arabia fixes its currency at roughly 3.75 riyals per US dollar. Maintaining the peg requires huge
dollar reserves; if oil revenue collapses, defending it becomes painful or impossible.

Vision 2030

Crown Prince Mohammed bin Salman's plan to diversify the Saudi economy away from oil, funding
megaprojects like NEOM. It consumes enormous capital up front, before returns materialise.

Shut-in capacity
Oil wells that are drilled and ready but deliberately not producing. Bringing them online is faster and
cheaper than developing new fields.

Strait of Hormuz

The narrow waterway between Iran and the UAE through which roughly 20% of global oil exports
pass. Any disruption there spikes prices instantly.
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3. Reading Comprehension Quiz

Circle the best answer for each question.

Q1. The passage most directly argues that the UAE's exit from OPEC+ is best understood as which of

the following?
O A) A short-term tactic to negotiate a higher production quota within OPEC+
O B) A strategic price war the UAE is uniquely positioned financially to sustain
(OC) Aresponse to instability following the recent Iran war in the region
(OD) Acoordinated effort with Russia to weaken American shale production

Q2. According to the passage, why has the UAE accepted lower production than its capacity for the

past 25 years?
(OA) Because its pipeline infrastructure could not handle higher volumes
(OB) Because it lacked the sovereign wealth to weather oil price drops
O C) Because it operated as the junior partner within the Gulf oil hierarchy
(OD) Because OPEC rules legally bound members to fixed quota levels

Q3. Which choice best states the central idea regarding Saudi Arabia's financial position?
(OA) Saudi Arabia's announced spare capacity overstates what it can actually deliver
(OB) Saudi Arabia will likely devalue the riyal within the next twelve months
(OC) SaudiArabia's Vision 2030 projects will succeed despite low oil prices
(OD) Saudi Arabia maintains stronger reserves than the UAE's combined funds

Q4. As used in the passage, the word 'flood’ most nearly means:
O A) Overwhelm with destructive natural force
(OB) Release in deliberately abundant quantity
O C) Submerge entirely beneath rising water
(OD) Distribute evenly across multiple regions

Q5. As used in the passage, the word 'underpriced' in the title most nearly means:
(OA) Sold at a discount to consumers
(OB) Insufficiently appreciated by markets
(OC) Cheaply produced relative to competitors
(OD) Below the cost of extraction

Q6. Which statement about the UAE's strategy can most reasonably be inferred from the passage?
(OA) Abu Dhabi expects oil prices to rise sharply within two years
(OB) The UAE intends to rejoin OPEC once Saudi Arabia agrees to concessions
(OC) The UAE values long-term geopolitical leverage over short-term oil revenue
(OD) Adnoc will prioritise pipeline expansion over new field development

Q7. The passage suggests that long oil investors are likely to face which outcome?
(OA) Significant losses as Brent prices fall toward sub-S60 territory
(OB) Modest gains once OPEC+ negotiates a new equilibrium quota
(OC) Stable returns because US shale will offset any UAE supply increase
(OD) Volatile but ultimately profitable trades through 2031
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Q8. The author's tone throughout the passage is best described as:

oL

o®)

Qo)

Op)

Cautious and uncertain about the predicted outcomes
Analytical with a pointed sense of contrarian conviction
Alarmed and emotionally urgent about regional instability
Neutral and balanced between competing expert perspectives

Q9. Which statement about OPEC+ supply dynamics can most reasonably be inferred from the passage?

QA
QB8
Qo
OPD)

Monthly OPEC+ negotiations have focused on relatively small supply adjustments
Russia is expected to cut production to offset UAE increases

The cartel's total output will shrink without UAE participation

Iran's return to markets has been the dominant supply story until now

Q10.Which choice provides the best evidence for the answer to the previous question?

om

oL

Qo

Op)

'‘Adnoc's stated 4.85 mb /d nameplate against pre-war production of 3.4-3.5 mb /d'

'The 1-year supply increment alone exceeds the entire incremental growth Opec+ has been arguing
about in monthly meetings'

'UAE share of Opec+ output rises from 12% to 20% in the 5-year flood case'

'Reuters analysis puts genuinely deliverable Saudi spare at 600 kb/d to 1 mb/d'

My Score: /10
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4. Answer Key with Explanations

Q1. The passage most directly argues that the UAE's exit from OPEC+ is best understood as which of
the following?

Answer: B

The passage repeatedly frames the exit as 'a fiscal war that only one side can afford to lose," centred on the UAE's
superior balance sheet. Option A is the tempting wrong answer — it's TRAP A (right scope, wrong direction): the
article explicitly says markets are mispricing this AS a quota event when it isn't. SAT Tip: When a passage uses
contrastive phrasing like 'X, not Y' or 'something altogether more dangerous,’ the central claim is almost always X
— the thing being elevated, not the thing being dismissed.

Q2. According to the passage, why has the UAE accepted lower production than its capacity for the
past 25 years?

Answer: C

The passage states the UAE was 'the polite junior partner in the Gulf's oil hierarchy' and accepted a quota in
exchange for that role. Option D is TRAP C — true-sounding in the real world, but the passage characterises the
restraint as political deference, not legal compulsion. SAT Tip: 'According to the passage' questions reward you for
sticking strictly to what's written, even when other answers describe plausible real-world facts.

Q3. Which choice best states the central idea regarding Saudi Arabia's financial position?
Answer: A

The passage explicitly says Riyadh's '12 mb/d capacity has never been demonstrated' and that real deliverable spare
is 600 kb/d to 1 mb/d, not the headline figure. Option B is TRAP C — the passage hints at riyal-peg vulnerability
but never predicts devaluation within a year. SAT Tip: Watch for answers that take a passage's hedged speculation
and convert it into a confident prediction; the SAT punishes that kind of overreach.

Q4. As used in the passage, the word 'flood’ most nearly means:

Answer: B

In context, 'flood crude into a $40 market' and ‘flood capacity' refer to deliberately pumping abundant oil to
suppress prices. Option A is the common-meaning trap — a literal flood is destructive, but here it's a calculated
economic strategy. SAT Tip: On vocab-in-context questions, substitute each option back into the sentence; the right
answer keeps the sentence's original meaning intact, while the common dictionary meaning often distorts it.

Q5. As used in the passage, the word 'underpriced' in the title most nearly means:

Answer: B

The title refers to markets failing to recognise the UAE's strategic significance — they are underestimating its
weight, not selling it cheaply. Option A applies the everyday retail meaning of 'underpriced,” which is TRAP B
(passage vocabulary used in the wrong combination). SAT Tip: Titles often use words metaphorically; ask ‘is the
passage about literal prices or about how something is being valued/judged?' before locking in the common
meaning.

Q6. Which statement about the UAE's strategy can most reasonably be inferred from the passage?

Answer: C

The passage calls this 'a sovereignty play, dressed as a quota dispute' and notes the UAE is willing to drain reserves
over 20 years — implying long-term strategic gain matters more than near-term per-barrel profit. Option B is
TRAP A (right scope, wrong direction): the passage says rapprochement would require Saudi concessions, but

Page 7 | GenAware



doesn't suggest the UAE wants to rejoin. SAT Tip: Inference questions reward conservative leaps — pick the option
the passage forces you to conclude, not one that could be true if you add extra assumptions.

Q7. The passage suggests that long oil investors are likely to face which outcome?

Answer: A

The closing section warns that investors "positioned long oil' assuming cartel cohesion 'are about to discover one of
them just stopped' — clearly implying losses as supply floods and prices fall. Option B is TRAP A (right scope, wrong
direction): the article argues the quota-renegotiation reading is precisely the misreading. SAT Tip: When a passage
ends with a warning to a specific group, the implied outcome for that group is almost always negative — match the
inference to the author's tone, not to a neutral middle ground.

Q8. The author's tone throughout the passage is best described as:

Answer: B

The author marshals data calmly but pushes a clear, against-the-grain thesis (‘markets are mispricing this,’
‘consensus is too cautious'). Option D is TRAP C — the piece looks balanced because it cites sources, but the
argument is firmly one-sided. SAT Tip: Tone questions hinge on word choice, not topic — phrases like 'should be,'
'too cautious,’ and 'about to discover' reveal the author's stance even within data-heavy writing.

Q9. Which statement about OPEC+ supply dynamics can most reasonably be inferred from the passage?

Answer: A

The passage states the UAE's 1-year increment 'alone exceeds the entire incremental growth Opec+ has been
arguing about in monthly meetings' — implying those debates concern smaller volumes. Option C is TRAP A (wrong
direction): the passage says OPEC+ total 'expands by 3 mb/d if no other producer cuts." SAT Tip: Comparative
phrases (‘exceeds,' 'larger than," 'half of") are gold for inference questions — they let you deduce the size of the thing
being compared against.

Q10.Which choice provides the best evidence for the answer to the previous question?
Answer: B

This quote directly supports the inference that OPEC+ monthly negotiations have concerned smaller volumes than
the UAE's unilateral addition. Option C is TRAP B (passage vocabulary in wrong combination): it discusses share
shifts, not the size of routine OPEC+ debates. SAT Tip: For evidence-pairing questions, locate the exact passage line
that justified your previous answer FIRST, then match it word-for-word to one of the four quoted options — don't
pick based on which quote 'sounds important.’
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