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Thesis

The UAE’s exit from OPEC would mark a decisive shift toward an independent, state-driven oil
strategy, signaling a move away from cartel coordination and reflecting domestic economic
priorities and strategic geopolitical realignment.

1. Economic Drivers

The UAE is likely seeking to meet its central bank’s growth targets and sustain macroeconomic
stability by expanding crude production (we expand on this in our latest GCC Macro update).
Greater output flexibility may help offset slowdowns in sectors such as tourism, trade, and real
estate, while maximizing hydrocarbon revenues and capitalizing on market-disruption
opportunities after the Strait is fully open.

Recent indications of capital outflows and a slowdown related to the war create a need for
financial injections. This is evident in rising debt issuance, government support measures, and
reported discussions of potential external financial arrangements (e.g., a Fed swap line). In this
context, higher oil production could directly sustain fiscal capacity and support private-sector
activity.

2. Energy Strategy and Infrastructure

By exiting OPEC, the UAE could increase production beyond its current quota (approximately
3.4 million barrels per day), potentially achieving a capacity closer to 4.8 million barrels per day
(without accounting for war damage). Such an expansion would enhance its leverage over
global supply. Though any increases outside of current capacity will require time to come on.

Simultaneously, the UAE seems to be strengthening its long-term energy infrastructure strategy.
Additional investment in Fujairah and Khor Fakkan would provide direct access to the Arabian
Sea, reducing dependence on the Strait of Hormuz and enhancing export resilience, which has
supported Oman effectively amid regional instability.

3. Regional and Geopolitical Dynamics

Such a move would likely heighten existing tensions within the GCC, particularly between the
UAE and Saudi Arabia, which have diverged in recent years over production policy and price
management. While Saudi Arabia prioritizes coordinated supply and price control, the UAE
focuses more on expanding production capacity and infrastructure.

The UAE also appears to be recalibrating its geopolitical positioning. While previously
maintaining a neutral stance between major powers, it is increasingly strengthening ties with
the United States through trade, defense cooperation, and investment flows. This shift may align
with a gradual distancing from multilateral groupings such as OPEC+ and, potentially, BRICS.

4. Implications for Global Oil Markets
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An exit from the UAE would represent a break from more than six decades of coordinated oil
supply management. If other producers follow, global oil markets could become more
fragmented and volatile, with pricing mechanisms increasingly resembling LNG's—Iless
centralized and more responsive to short-term supply-demand dynamics.

The main market impact would be a significant reduction in OPEC’s influence over oil prices and
coordination of output. This loss of collective discipline could make oil prices less

stable, leading to more frequent swings as individual countries pursue independent
strategies focused on domestic priorities rather than on joint market management.

5. Risks and Uncertainties

Several external variables could influence this trajectory. Political developments in Iraq,
including the prospective appointment of controversial leaders, could prompt sanctions and
alter regional alignments, indirectly shaping supply dynamics. In such cases, the UAE may
endeavor to capture additional market share, though such opportunities would likely be brief
and highly contingent.

Conclusion

While the UAE could potentially rejoin OPEC if market conditions stabilize, such a departure
would signal more than a temporary adjustment. It would represent a fundamental
transformation in both energy strategy and geopolitical alignment, with profound implications
for the structure and stability of global oil markets.
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