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1.  Explanation

China just  blocked Meta from buying an AI  startup that  isn't  even Chinese  anymore — a  $2bn
shot across Silicon Valley's bow weeks before Trump and Xi sit down to talk.

What's Going On?
China's  National  Development  and  Reform  Commission  has  ordered  Meta  to  unwind  its  $2bn

acquisition of Manus, an AI startup that was founded in China in 2022 but relocated its headquarters to

Singapore  in  2025  before  Meta  scooped  it  up.  Beijing  is  calling  the  deal  a  'conspiratorial'  attempt  to

drain  valuable  Chinese  tech  talent  abroad,  and  is  threatening  penalties  —  even  criminal  charges  —  if

Meta doesn't comply.

The timing is  not  an accident.  The ruling lands just  before a  planned summit  between Donald Trump

and Xi Jinping, and it signals that future US acquisitions of companies with Chinese roots will face the

same treatment. Manus had already begun integrating its software into Meta's products, so unwinding

the deal is messy: Meta may have to find a new buyer or sell Manus back to its old investors.

How To Think About It
This  isn't  really  about  one  app.  It's  about  who  controls  the  next  generation  of  AI  —  and  how  far

governments will go to keep talent and technology inside their borders.

• Think  of  the  Cold  War's  race  for  nuclear  scientists:  countries  didn't  just  want  the  bombs,  they

wanted the people who could build them. AI engineers are today's physicists.

• Or think of the NBA's protective rules around star players. China is essentially saying: you can't just

trade our franchise player to a rival league by routing the deal through Singapore.

Key Things To Know
• US  private  investment  in  AI  hit  $286bn  in  2025  —  China  managed  just  $12.4bn,  according  to

Stanford. America has the cash; China has the talent.

• 'Singapore  washing'  is  the  practice  of  relocating  a  company  to  Singapore  to  dodge  Chinese

restrictions on foreign investment in sensitive sectors. Beijing is now cracking down on it.

• Manus builds AI 'agents' — software that can independently run tasks like managing files or writing

code.  It  launched  in  March  2025,  right  after  China's  DeepSeek  shocked  US  tech  investors  with  a

powerful open-source model.

• Chinese AI models, scored by ArenaAI, now lag the top US models by only a few months — far closer

than most people assume.

• Counterintuitive  twist:  this  crackdown  may  actually  help  US  AI  giants.  It  gives  Meta,  Google,  and

OpenAI a strong argument against domestic regulation — 'if we slow down, China wins.'

Why It Matters
Almost every app you use — ChatGPT, Instagram, TikTok, Spotify — is being rebuilt around AI right now,

and the question of  which country's  models  power your phone is  becoming a  national-security  issue.

The  careers  many  of  you  are  eyeing  (software  engineering,  biotech,  finance,  even  journalism)  will  be
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shaped by which side wins, or whether the world splits into two competing tech ecosystems you'll have

to navigate.

The Bigger Picture
For two decades, Chinese companies quietly used legal workarounds called Variable Interest Entities to

list on US stock exchanges and take in foreign capital. Beijing tolerated the grey area because it brought

money in. The Manus block suggests that tolerance is gone — and that AI is the line in the sand. Watch

for  retaliation  from  Washington  (more  chip  export  bans),  more  'reverse'  deals  being  unwound,  and  a

global splintering where talent has to pick a side before they even graduate.
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2.  Key Terms Glossary

Acquisition
When one company buys another,  taking ownership of its  products,  staff,  and intellectual  property.
Meta's $2bn purchase of Manus is the acquisition Beijing wants reversed.

AI agent
Software powered by AI that can independently carry out multi-step tasks — booking a flight, writing
and sending code, managing a calendar — rather than just answering one question at a time.

Variable Interest Entity (VIE)
A  legal  structure  that  lets  foreign  investors  put  money  into  Chinese  companies  in  sectors  where
direct  foreign  ownership  is  banned.  Critics  call  it  a  loophole;  it  enabled  firms  like  Alibaba  to  list  in
New York.

Singapore washing
Slang for relocating a Chinese-founded company's headquarters to Singapore so it can attract foreign
investment or be acquired without triggering Chinese restrictions.

Open-source model
An AI model whose underlying code and weights are released publicly, so anyone can use, modify, or
build on it. China's DeepSeek released a powerful open-source model in early 2025.

National Development and Reform Commission
A  powerful  Chinese  government  agency  that  oversees  economic  planning  and  has  the  authority  to
approve or block major business deals involving Chinese interests.

Elo score
A rating system originally designed for chess players that ranks competitors by their win-rate against
each other. ArenaAI uses an Elo-like score to compare AI models head-to-head.
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3.  Reading Comprehension Quiz

Circle the best answer for each question.

Q1. The passage primarily argues that:
A) Meta made a poor business decision by overpaying for an unproven AI startup based in Singapore.
B) China's order to unwind Meta's Manus deal signals a hardening stance in the US-China AI rivalry.
C) Singapore has emerged as the leading global hub for AI startups seeking foreign investment.
D) American AI companies are losing their technological lead to Chinese rivals like DeepSeek and Manus.

Q2. According to the passage, why is unwinding the Meta-Manus deal especially difficult?
A) Manus's founders have already left the company and cannot be located.
B) Meta has already begun integrating Manus's software into its own products.
C) Singapore's government has refused to cooperate with Chinese regulators.
D) The original Chinese investors have publicly refused to repurchase the company.

Q3. As used in the passage, the phrase 'shades of grey' most nearly refers to:
A) The technical complexity of modern artificial-intelligence software.
B) Ambiguous business arrangements that quietly bypass official restrictions.
C) The moral compromises required to compete in global technology markets.
D) Disagreements between American and Chinese regulators over fair pricing.

Q4. As used in the passage, the word 'tolerance' most nearly means:
A) Acceptance
B) Endurance
C) Forgiveness
D) Affection

Q5. Which statement about US AI companies can most reasonably be inferred from the passage?
A) They will likely face stricter federal regulation as a result of the Manus ruling.
B) They may use the Chinese threat to argue against new domestic regulations.
C) They are quietly coordinating with Beijing to avoid further trade tensions.
D) They have already lost their technological edge to Chinese open-source models.

Q6. The passage suggests that Beijing's decision was timed to:
A) Punish Meta specifically for past disputes with Chinese regulators.
B) Send a deterrent message before high-level US-China trade talks.
C) Coincide with the public release of China's DeepSeek AI model.
D) Distract attention from declining private investment within China.

Q7. The author's tone in discussing 'Singapore washing' and Variable Interest Entities is best described

as:
A) Outraged and openly critical of corporate dishonesty.
B) Analytical, treating the practices as longstanding open secrets.
C) Nostalgic for an earlier era of straightforward global trade.
D) Optimistic that such workarounds will soon disappear entirely.
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Q8. The author's primary purpose in mentioning DeepSeek is to:
A) Prove that Chinese AI now decisively surpasses American AI in capability.
B) Illustrate why US investors began panicking about Chinese AI progress.
C) Show that Chinese startups depend on copying US open-source models.
D) Argue that open-source AI is inherently more dangerous than closed models.

Q9. Based  on  the  passage,  which  outcome  is  most  likely  if  the  AI  rivalry  between  the  US  and  China

continues to escalate?
A) American tech firms will face tighter federal regulation on AI development.
B) Chinese citizens will gain easier access to American social media platforms.
C) American tech firms will use the rivalry to argue for fewer regulatory limits.
D) China and the US will merge their AI research efforts to share costs.

Q10.Which choice provides the best evidence for the answer to the previous question?
A) 'China has plenty of tech talent, it's the US that has the cash.'
B) 'Anything that drives a bigger wedge gives them a reason to argue that the AI arms race must be allowed

to continue unchecked.'
C) 'The US already bans high-end chip sales to Chinese companies.'
D) 'A breakthrough from China's DeepSeek just over a year ago sent a chill through the US tech sector.'

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

Q1. The passage primarily argues that:

Answer: B

The passage frames the block as a deliberate signal ahead of the Trump-Xi summit and as part of a broader contest
over AI. A is wrong (Trap C: maybe true elsewhere, but the passage never criticises Meta's price). SAT Tip: When a
question asks for the central argument, prefer the option that captures the passage's framing and stakes, not one
that focuses on a single detail.

Q2. According to the passage, why is unwinding the Meta-Manus deal especially difficult?

Answer: B

The passage states that Meta had 'already begun integrating' Manus's tools, making any reversal complex. C is the
main distractor (Trap C: plausible-sounding geopolitical detail the passage never claims). SAT Tip: For 'according
to the passage' questions, the right answer is almost always something stated almost word-for-word in the text —
don't reach for clever inferences.

Q3. As used in the passage, the phrase 'shades of grey' most nearly refers to:

Answer: B

The passage uses 'grey areas' and 'shades of grey' to describe legally murky workarounds like VIEs and Singapore
washing.  C  is  tempting  (Trap  B:  uses  passage-adjacent  vocabulary  about  ethics)  but  the  phrase  specifically
describes corporate structures, not morality. SAT Tip: On vocab-in-context, plug each option back into the original
sentence — only one will preserve the meaning the author actually intended.

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

Answer: A

The passage uses 'tolerance' to describe China's willingness to permit grey-area corporate structures — the closest
meaning is acceptance. B (endurance) is the common-usage trap (Trap B): we say 'pain tolerance,' but the passage
isn't about suffering. SAT Tip: A word can have multiple correct dictionary meanings — pick the one that fits this
sentence, not the one you hear most often in everyday speech.

Q5. Which statement about US AI companies can most reasonably be inferred from the passage?

Answer: B

The passage explicitly notes a 'silver lining': US firms can argue 'if US companies don't do it, China will' to escape
regulation.  A  is  the  opposite-direction  trap  (Trap  A).  SAT  Tip:  When  a  passage  points  out  an  unintended
consequence or 'silver lining,' inference questions often test whether you noticed that pivot — read those moments
slowly.

Q6. The passage suggests that Beijing's decision was timed to:

Answer: B

The passage explicitly says the announcement comes ahead of a Trump-Xi summit and is meant as 'a warning for
similar deals in the future.' D is a Trap C distractor — investment figures appear in the passage but aren't linked to
the timing. SAT Tip: Inference questions reward you for picking the option the passage all but states, not the one
that requires three logical leaps.
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Q7. The author's tone in discussing 'Singapore washing' and Variable Interest Entities is best described

as:

Answer: B

The  author  describes  these  structures  matter-of-factly  as  'grey  areas'  that  have  existed  for  years,  without  moral
outrage. A is the trap — 'workaround' sounds negative, but the author's stance is observational. SAT Tip: To judge
tone, look at the author's adjectives and verbs — neutral, descriptive language signals analysis, while charged words
signal emotion or judgement.

Q8. The author's primary purpose in mentioning DeepSeek is to:

Answer: B

The passage says DeepSeek 'panicked US tech investors' by showing how close Chinese capabilities were getting. A
overstates the claim (Trap A: wrong direction — passage says Chinese models lag 'by only a few months'). SAT Tip:
Watch for distractors that exaggerate the passage's claim — SAT correct answers are almost always more measured
than their distractors.

Q9. Based  on  the  passage,  which  outcome  is  most  likely  if  the  AI  rivalry  between  the  US  and  China

continues to escalate?

Answer: C

The passage directly suggests escalation gives US firms 'a reason to argue that the AI arms race must be allowed to
continue  unchecked.'  A  is  the  opposite-direction  trap  (Trap  A).  SAT  Tip:  When  two  answer  choices  are  direct
opposites, one of them is usually correct — focus your attention on deciding between that pair.

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

Answer: B

Option B is a near-direct quote of the reasoning behind the previous answer.  D is the trap (Trap B: real passage
language, but it supports a different point — investor panic, not regulatory escape). SAT Tip: For evidence-pairing
questions,  first  re-find the line in the passage that  backs your previous answer,  then match it  to  the option that
uses the same words — don't pick a quote just because it sounds important.
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