UAE’s OPEC departure sparks medium-term supply upside risks amid shifting oil and monetary policies
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Oil markets will open the week with OPEC+ in focus after the United Arab Emirates quit the producer alliance on 1 May, a move that Axios said weakens the group’s ability to manage supply and undercuts spare capacity at a time when flows through the Strait of Hormuz remain disrupted. Reuters, as relayed in the supplied briefing, reported that the remaining seven members are still expected to approve a modest increase in June output targets on Sunday, although the scale would be trimmed to reflect the UAE’s departure.
The practical effect on prices may be limited in the near term because geopolitical disruption has already constrained Gulf exports, but the political message is more important. Axios said the UAE’s exit reflects a long-term push to expand capacity and invest more heavily at home, while analysts quoted by BusinessWorld argued that the move could eventually prove bearish for prices if Abu Dhabi chooses to pump more aggressively outside the quota system. Goldman Sachs, meanwhile, warned that the departure raises medium-term upside risk to supply, especially once shipping routes normalise and the UAE can bring more barrels back to market.
Central banks will also dominate the week, with the Reserve Bank of Australia expected to deliver another quarter-point increase on Tuesday. The market is leaning towards a rise to 4.35%, after inflation stayed above target and recent data pointed to persistent capacity pressures. Australian annual CPI eased from its peak but remained elevated in March, while core inflation stayed sticky, keeping a tightening bias in place despite the added uncertainty from the energy shock in the Middle East.
In the United States, attention will turn to services activity, labour turnover and the monthly jobs report. S&P Global’s flash services survey showed a modest improvement in April, but business activity remained subdued, new orders were weak and firms reported the fastest increase in selling prices in nearly four years. The week will also bring the Treasury’s quarterly refunding plans, which investors will parse for any change in issuance guidance, though the baseline expectation is that coupon auction sizes will stay unchanged for now.
Friday’s non-farm payrolls will be the marquee release. Economists expect April hiring to slow sharply from March, with the unemployment rate seen holding at 4.3% and wage growth picking up slightly. That would fit a broader picture of a labour market that is cooling without cracking, even as policymakers weigh the inflationary effects of higher energy prices. Elsewhere, Norway, Sweden, Mexico and Canada all have policy or labour-market events due, while UK local elections will offer an early political read on Labour’s standing after last year’s general election.
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