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1.  Reading Passage

On 1 May 2026, the United Arab Emirates formally left OPEC, the oil  cartel it  had belonged to for
nearly  six  decades.  The  decision  ended  an  arrangement  that,  for  roughly  ten  years,  had  quietly
transferred wealth from Abu Dhabi to Riyadh — and the way it ended says as much about modern
alliances as it does about oil.

The arithmetic of the old bargain was straightforward. Saudi Arabia's government budget balances
only  when Brent  crude trades  near  $80 a  barrel,  the  price  its  ambitious  Vision  2030 reform plan
effectively  requires.  To  defend  that  floor,  OPEC+  —  the  expanded  cartel  that  includes  Russia  —
agreed  to  throttle  production.  The  UAE,  having  invested  heavily  in  lifting  its  capacity  toward  5
million  barrels  per  day,  was  obliged  under  quota  to  leave  much  of  that  capacity  unused.  The
transfer was implicit but real: forgone Emirati barrels in exchange for Saudi solvency.

Reciprocity, however, never followed. Flush with revenues that Emirati restraint had helped secure,
Riyadh  introduced  a  2024  rule  requiring  multinational  companies  to  relocate  their  regional
headquarters  to  the  Saudi  capital  or  forfeit  eligibility  for  state  contracts.  That  measure  was  a
deliberate raid on Dubai's  role  as  the Middle East's  commercial  hub — financed,  the article  notes
pointedly, in part by the very oil prices Emirati discipline had sustained. The friend who had been
quietly subsidised was now using the proceeds to undercut its benefactor.

The recent war with Iran exposed the deeper asymmetry. Because the UAE is closely aligned with
Washington  and  Jerusalem,  it  absorbed  the  heaviest  retaliation  of  any  state  apart  from  Israel:
roughly 398 ballistic  missiles  and 1,872 drones,  an estimated $60 billion in infrastructure damage,
and around $120 billion erased from local  equity  markets.  Dubai  International  Airport  shut  down.
Hotel occupancy collapsed by 70 to 80 percent. Saudi Arabia, less exposed to tourism, aviation, and
footloose international capital, watched Brent vault above $100 and saw its chronic budget deficit
dissolve. The same conflict that hollowed out Dubai's service economy refilled Riyadh's treasury.

The diplomatic split tracked the economic one. When Abu Dhabi pushed at the United Nations for
authorisation to use force to reopen the Strait of Hormuz — through which a substantial share of
global oil flows — Riyadh declined to back the resolution, preferring back-channel diplomacy. The
measure  was  ultimately  blocked  by  Russia,  China,  and  France.  From  Saudi  Arabia's  perspective,
every  extra  week  of  disruption  was  a  transfer  from  global  consumers  to  its  exchequer;  from  the
UAE's perspective, every extra week meant more lost tourism revenue and continued physical risk.
Both calculations were rational. They simply pointed in opposite directions.

Hence the exit. OPEC offered Abu Dhabi no mechanism to recover what its years of restraint had
cost,  and  no  insurance  against  a  partner  whose  interests  now  diverged  sharply  from  its  own.  In
benign markets, the UAE had subsidised Saudi solvency; in hostile ones, Saudi solvency was being
subsidised  by  Emirati  pain.  With  fiscal  surpluses  of  its  own,  surplus  production  capacity,  and  a
shrinking long-term horizon for global oil demand, the UAE concluded that the cartel had become
a one-way ratchet — costs accumulating on its side, benefits flowing the other way, and no realistic
prospect  of  reversal.  Leaving,  the  analysis  suggests,  was  not  an  act  of  pique.  It  was  simple
recognition that the bargain had outlived its usefulness.
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2.  Explanation (Ages 14-18)

For ten years, the UAE quietly capped its own oil production to keep Saudi Arabia solvent. Then
a war with Iran exposed the bill — and Abu Dhabi decided it was done paying.

What's Going On?
On 1 May 2026, the United Arab Emirates officially left OPEC, the oil cartel it had belonged to since 1967.

The exit ended a decade-long arrangement in which the UAE held back its own oil production so that

Saudi Arabia — which needs Brent crude near $80 a barrel just to balance its budget — could keep prices

high.

What broke the partnership was the recent Iran war. The UAE absorbed hundreds of missile and drone

strikes,  lost  an  estimated  $60  billion  in  infrastructure,  and  watched  Dubai's  tourism  economy  crater.

Saudi Arabia, meanwhile, made a windfall as oil prices vaulted past $100. When Abu Dhabi asked the UN

to  authorise  force  to  reopen  the  Strait  of  Hormuz,  Riyadh  refused  to  back  it  —  and  the  alliance

effectively ended.

How To Think About It
The cleanest way to see this is as a cartel that worked only as long as the costs and benefits flowed both

ways. Once they stopped, exit became inevitable.

• Imagine a group of friends agreeing not to sell concert tickets at face value so one friend, who really

needs  the  cash,  can mark  them up.  Fine  — until  that  friend uses  the  profits  to  open a  rival  ticket

business that undercuts you. That's the 2024 Saudi headquarters rule, which forced multinationals

to move from Dubai to Riyadh.

• Or  think  of  NATO  during  the  Cold  War:  alliances  hold  when  members  face  the  same  threat.  The

moment the UAE was getting bombed and Saudi Arabia was getting rich off the same war, the two

countries were no longer in the same alliance — they were on opposite sides of a transfer.

Key Things To Know
• Saudi  Arabia's  fiscal  break-even  is  roughly  $80/barrel  —  below  that,  its  government  runs  deficits

and Vision 2030 (its massive economic-reform plan) stalls.

• The UAE built  capacity toward 5 million barrels per day but was forced by OPEC+ quotas to leave

much of it idle, transferring billions in forgone revenue.

• During the Iran war, the UAE absorbed an estimated 398 ballistic missiles and 1,872 drones — more

than  any  state  except  Israel  —  while  Saudi  Arabia,  less  exposed  to  tourism  and  aviation,  profited

from the price spike.

• The  2024  Regional  Headquarters  rule  required  multinationals  to  base  their  Middle  East  HQ  in

Riyadh or lose Saudi government contracts — a direct attack on Dubai's role as the regional business

hub.

• Most  people  assume OPEC is  held  together  by  shared interest  in  high prices.  The deeper  truth is

that  members have very different  break-even costs,  and the lowest-cost  producers  (like  the UAE)

end up subsidising the highest-cost ones.
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Why It Matters
Roughly a third of the world's seaborne oil passes through the Strait of Hormuz, and what happens at

OPEC  moves  prices  at  every  gas  station  on  Earth  —  including  the  ones  your  parents  drive  to.  If  the

cartel  fragments,  oil  could  become  more  volatile,  which  feeds  into  airline  tickets,  food  costs,  and

inflation generally. Beyond the pump, this is a live case study in something you'll see again and again in

international relations and business: alliances and contracts are only as durable as the asymmetries they

paper over.

The Bigger Picture
OPEC  has  survived  defections  before  —  Qatar  left  in  2019,  Ecuador  in  2020  —  but  losing  the  UAE  is

different  because  Abu  Dhabi  has  the  spare  capacity  to  actually  move  the  market.  Watch  for  three

second-order effects: Saudi Arabia may have to cut deeper to defend prices alone, US shale producers

could ramp up to fill  any UAE-driven supply surge, and the political fracture in the Gulf may push the

UAE closer to Israel and Washington while Saudi Arabia hedges toward China and Russia. The era of a

unified 'Gulf bloc' speaking with one voice may be ending.
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3.  Key Terms Glossary

OPEC / OPEC+
The  Organization  of  the  Petroleum  Exporting  Countries  —  a  cartel  of  oil-producing  nations  that
coordinates production levels to influence global prices. 'OPEC+' includes allied producers like Russia.

Brent crude
A  benchmark  grade  of  oil  whose  price  is  used  as  the  reference  point  for  most  of  the  world's  oil
trading. When news says 'oil hit $100,' they usually mean Brent.

Fiscal break-even
The oil price a petrostate needs to balance its government budget. Below break-even, it runs deficits;
above, it banks surpluses.

Production quota
A cap on how much oil a country is allowed to pump under a cartel agreement, used to restrict global
supply and prop up prices.

Spare capacity
Oil  a  country  could  pump  quickly  but  chooses  not  to.  Holding  spare  capacity  gives  a  producer
leverage — it can flood the market or tighten it at will.

Vision 2030
Saudi Arabia's flagship economic plan, launched in 2016, aimed at reducing oil dependence by building
tourism, tech, and entertainment industries — funded largely by oil revenue.

Strait of Hormuz
A narrow waterway between Iran and the Arabian Peninsula  through which roughly  20–30% of  the
world's seaborne oil passes. Closing it disrupts global energy markets instantly.

Regional Headquarters (RHQ) rule
A  2024  Saudi  policy  requiring  multinational  companies  to  locate  their  Middle  East  headquarters  in
Riyadh to qualify for Saudi government contracts — designed to pull business away from Dubai.
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4.  Reading Comprehension Quiz

Circle the best answer for each question.

Q1. The passage primarily argues that the UAE's exit from OPEC was:
A) An emotional reaction to wartime losses inflicted by Iran
B) A rational response to a partnership whose costs and benefits no longer balanced
C) A coordinated move with Russia and China to weaken Western influence
D) A short-term tactic to pressure Saudi Arabia into reversing the headquarters rule

Q2. According  to  the  passage,  the  UAE's  restraint  within  OPEC+  produced  which  outcome  for  Saudi

Arabia?
A) Increased Saudi production capacity above 5 million barrels per day
B) Forced Saudi Arabia to fund Emirati infrastructure projects in return
C) Helped maintain a Brent price floor that financed Vision 2030
D) Pressured Riyadh into supporting force at the UN Security Council

Q3. Which choice best states the central idea of the passage?
A) Oil cartels inevitably collapse under the weight of internal disagreement
B) The Iran war proved that Gulf states cannot defend themselves without US support
C) An alliance built on asymmetric sacrifice unravels once the sacrifice stops paying off
D) Saudi Arabia's economic reforms have failed to reduce its dependence on oil

Q4. As used in the passage, the word 'underwrote' most nearly means:
A) Signed a formal contract guaranteeing
B) Quietly subsidised the costs of
C) Wrote critical commentary about
D) Reduced the importance of

Q5. As used in the passage, the phrase 'one-way ratchet' most nearly suggests an arrangement that:
A) Tightens progressively without ever loosening
B) Operates fairly in both directions over time
C) Can be reversed easily if circumstances change
D) Benefits both parties equally during crises

Q6. Which  statement  about  Saudi  Arabia's  behaviour  during  the  Iran  war  can  most  reasonably  be

inferred from the passage?
A) Riyadh secretly coordinated with Tehran to extend the conflict
B) Saudi reluctance to back force at the UN was driven by economic self-interest
C) Saudi Arabia suffered greater financial losses than the UAE during the war
D) Riyadh acted purely out of solidarity with Russia and China

Q7. The passage suggests that the 2024 Regional Headquarters rule was significant primarily because it:
A) Successfully relocated all multinational firms from Dubai to Riyadh
B) Used revenues partly secured by Emirati restraint to attack Emirati interests
C) Marked the first time Saudi Arabia violated an OPEC quota
D) Was imposed in direct retaliation for the UAE's UN resolution
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Q8. The author's tone throughout the passage is best described as:
A) Outraged and partisan toward the UAE's grievances
B) Detached and analytical, treating both sides' choices as rational
C) Nostalgic for the earlier era of Gulf cooperation
D) Alarmed about the global consequences of the OPEC exit

Q9. Based on the passage, which is most likely to happen if oil prices fall well below Saudi Arabia's $80

break-even level?
A) Vision 2030 spending plans will face significant pressure
B) The UAE will rejoin OPEC to restore market discipline
C) Saudi Arabia will immediately raise production to compensate
D) Russia and China will purchase Saudi debt to cover the shortfall

Q10.Which  quotation  from  the  passage  provides  the  BEST  evidence  for  the  answer  to  the  previous

question?
A) 'Abu Dhabi exited the cartel effective 1 May 2026.'
B) 'Saudi Arabia's budget balances only with Brent near $80, the level Vision 2030 requires.'
C) 'Every additional week of disruption was a transfer from global consumers to its exchequer.'
D) 'The cartel offered Abu Dhabi no mechanism to recoup what discipline had cost it.'

My Score:  _______ / 10
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5.  Answer Key with Explanations

Q1. The passage primarily argues that the UAE's exit from OPEC was:

Answer: B

The  passage  explicitly  frames  the  exit  as  'not  pique'  but  as  recognition  that  the  arrangement  was  'a  one-way
ratchet.' Option A is the main trap — it sounds plausible (the UAE was bombed) but the passage specifically rejects
emotion  as  the  cause  (Trap  A:  right  scope,  wrong  direction).  SAT  Tip:  When  a  question  asks  for  the  central
argument, look for sentences where the author directly contradicts an obvious interpretation — those are usually
the thesis.

Q2. According  to  the  passage,  the  UAE's  restraint  within  OPEC+  produced  which  outcome  for  Saudi

Arabia?

Answer: C

The passage states that forgone Emirati barrels were exchanged for 'a Saudi price floor that financed Vision 2030.'
Option B is the trap — it inverts the actual flow of subsidies (Trap A: wrong direction).  SAT Tip: On cause-effect
questions, sketch the arrow direction in the margin (X  Y). Distractors often reverse it.

Q3. Which choice best states the central idea of the passage?

Answer: C

The passage's structure — subsidy, weaponisation, asymmetry, exit — builds toward this single thesis. Option A is
the trap: it's a plausible real-world claim but broader than what the passage argues (Trap C: true but unsupported
scope). SAT Tip: The right answer to 'central idea' questions usually matches the passage's specific argument, not a
general truth the passage merely illustrates.

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

Answer: B

In  context,  'underwrote  Saudi  Arabia's  fiscal  arithmetic'  means  the  UAE absorbed  costs  that  kept  Saudi  finances
workable — a financial subsidy, not a literal contract. Option A is the trap because 'underwrite' commonly means
formally  guaranteeing  in  insurance  or  finance  (Trap  B:  passage  uses  the  word  in  a  looser  sense).  SAT  Tip:  On
vocabulary-in-context,  substitute  each  option  back  into  the  sentence  —  the  right  answer  preserves  the  original
meaning even if it isn't the dictionary's first definition.

Q5. As used in the passage, the phrase 'one-way ratchet' most nearly suggests an arrangement that:

Answer: A

A  ratchet  only  turns  one  way  —  the  metaphor  implies  costs  accumulating  on  one  side  with  no  mechanism  for
reversal, which the passage argues was the UAE's situation. Option B is the trap because it describes what a healthy
alliance  should  look  like  (Trap  C:  true  ideal,  not  what  passage  means).  SAT  Tip:  When  the  author  uses  a  vivid
metaphor, the right answer captures the metaphor's mechanical logic, not its emotional tone.

Q6. Which  statement  about  Saudi  Arabia's  behaviour  during  the  Iran  war  can  most  reasonably  be

inferred from the passage?

Answer: B

The passage states that 'every additional week of disruption was a transfer from global consumers to its exchequer'
and  calls  the  Saudi  preference  'rational'  —  implying  economic  motive.  Option  D  is  the  trap  because  Russia  and
China did block the resolution, but the passage attributes Saudi reluctance to its own interests, not alignment with
them (Trap B: passage vocabulary, wrong combination). SAT Tip: On inference questions, the right answer is what
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the passage forces you to conclude — not what's merely consistent with it.

Q7. The passage suggests that the 2024 Regional Headquarters rule was significant primarily because it:

Answer: B

The passage describes the rule as 'financed in part by the very prices Emirati discipline had sustained' — making
the irony, not the policy itself, the point. Option D is the trap because it sounds causally plausible but inverts the
timeline:  the  rule  came  in  2024,  before  the  war  (Trap  A:  wrong  direction).  SAT  Tip:  Watch  the  chronology  in
passages — distractors often scramble the order of events to create false cause-effect links.

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

Answer: B

The  author  repeatedly  calls  both  the  Saudi  and  Emirati  positions  'rational'  and  analyses  incentives  without
moralising. Option A is the trap — the passage clearly explains UAE costs, which could read as sympathetic, but the
framing remains  analytical  (Trap C:  true  emphasis,  wrong tone  label).  SAT Tip:  Tone  questions  test  the  author's
voice, not the topic. A passage about suffering can still be written in a detached tone if the author avoids emotional
language.

Q9. Based on the passage, which is most likely to happen if oil prices fall well below Saudi Arabia's $80

break-even level?

Answer: A

The passage repeatedly links Saudi finances and Vision 2030 to the $80 floor,  so a price drop logically threatens
that  programme.  Option C is  the  trap because raising production would worsen the price  collapse  — opposite  of
rational behaviour (Trap A: wrong direction). SAT Tip: On 'most likely to happen' questions, eliminate options that
contradict the basic logic the passage has already established.

Q10.Which  quotation  from  the  passage  provides  the  BEST  evidence  for  the  answer  to  the  previous

question?

Answer: B

Option  B  directly  establishes  the  link  between  the  $80  break-even  and  Vision  2030,  supporting  the  previous
answer. Option C is the trap — it discusses Saudi revenues during the war but doesn't tie price levels to Vision 2030
(Trap  B:  passage  vocabulary,  wrong  combination).  SAT  Tip:  On  evidence-pairing  questions,  find  the  line  that
mentions  BOTH  key  elements  from  your  previous  answer  (here:  the  $80  price  AND  Vision  2030).  Quotes  that
mention only one are decoys.
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