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Battle for Mosul pushed back to late
2016, with ‘Syria first’ the focus
As French and other bombing of Raqqa intensified after the Paris attacks, IS leaders were reported to be
moving their families to Mosul. With Syria the focus for the anti-IS coalition’s operations – and a protracted
struggle for Raqqa expected – GSN’s soundings suggest Mosul’s liberation could still be at least a year away

As the dust settles after the successful Kurdish effort to
liberate the northern Iraqi city of Sinjar (see page Defence
and security), all eyes are on the two capitals of Islamic

State (IS, or Daesh), which are connected by Highway 47, the
main IS supply route that passes through the liberated city. 

Mosul is by far the bigger of the two. At around 150km2, it is
the second largest city in Iraq and still populated by well over
500,000 people. By comparison, Raqqa is just 20km2, with a
population of around 250,000. GSN’s soundings in Washington
DC and in coalition headquarters around the region suggest that
Raqqa will be the first to come under direct attack. Syrian
Democratic Forces (SDF) are positioned just 25km north of
Raqqa and have been achieving significant success in their
coalition-backed offensives along the Syria-Iraq border. The SDF

– essentially Syrian-Kurdish People’s Defence Corps (YPG)
militia and some Arab proxies – have just received a second major
airdrop of coalition equipment; it has been making good gains
against IS on the Syrian side of the border, near Sinjar. 

Raqqa is being pounded by French, coalition and Russian
airstrikes. The next step before assaulting IS’s Syrian capital – its
first major urban area – will be the recruitment of local Arab
tribes from Raqqa to accompany the SDF into the attack.
Kurdish fighters speaking to CNN on 23 November suggested
some 4,000 tribal fighters were ready to turn on IS inside Raqqa.

Though this process is under way, it will take some more weeks
at least. GSN’s sources suggest the phased assault on Raqqa will
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Iran prospects
There could be almost as
many risks as opportunities for
international investors after
sanctions are lifted on Iran as a
result of July.’s agreement with
the P5+1 group of global
powers. No sanctions will be
removed until UN nuclear
watchdog the IAEA confirms
Iran has scaled back its nuclear
activities. And even then, those
pursuing business in the
Islamic Republic will have to
navigate a complex legal
minefield as some categories of
US and other sanctions will
remain in place.

—SEE PAGE 4

Dubai Airshow
A lack of the usual big new
orders by Gulf airlines provided
a talking point at the 8-12
November Dubai Airshow,
attended by exhibitors from 61
countries. On show were some
150 aircraft, from drones made
in Abu Dhabi to Airbus A380s
decked out in the liveries of
Dubai’s Emirates Airline and
Qatar Airways. Although deals
were few, the industry looks
healthy, with Airbus predicting
the Middle East region will
buy 2,460 aircraft over the next
20 years, and Boeing
forecasting $730bn worth of
orders for 3,180 new planes.

—SEE PAGE 9

Sultan Qaboos raises public profile

Sultan Qaboos Bin Said Al-Said
has raised his public profile in
the recent weeks, while many
Omanis celebrated National Day
by showing genuine enthusiasm
for their ruler. Qaboos received
incoming ambassadors’
credentials on 13 November.

Qaboos addressed the Oman
Council (Majlis Al-Shura and
Majlis Al-Dawla)’s opening
session on 15 November in his
first live broadcast since
returning in March from medical
treatment abroad. On 18
November, he greeted senior
officials as he presided over the
National Day military parade. 

To celebrate National Day,
Sultan Qaboos issued a royal

pardon for 160 inmates,
including 76 foreigners. This
follows his pardon of 127
prisoners in September (GSN
1001/6). It is not known
whether human rights
campaigner Said Jadad, who was
jailed for three years in March
(GSN 986/12), was among
those released. However, some
1,800 prisoners began a hunger
strike on 22 November at the
Samayil central prison because
they were not included in the
latest pardon. 

Earlier in the month, Qaboos
conferred military orders on his
senior commanders, including
the heads of the army, air force
and navy (all three heads sit on
the Defence Council). 

—CONTINUED ON PAGE 3
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not be rushed. The city of Kobane, less than half the size of
Raqqa, was fought over for four months. The SDF will first try
to isolate Raqqa from Mosul and other Iraqi cities by rolling
down IS’s reserve mustering points in Syria, including Shadadi
and Deir ez-Zor. The coalition will want to support a single
front in Syria with all its airpower and intelligence assets: this
necessitates sequential thrusts, each along a narrow front. 

As the coalition moves at a steady pace against Raqqa, the
prospects for an early Mosul operation will be put on the
backburner. Mosul is viewed as by far the harder proposition. It
is more than seven times as large and twice as populous. Iraqi
forces can probably battle their way into Mosul city, which
analysts say is critically under-garrisoned; IS has never
successfully defended a city. 

Melting pot
However, getting into Mosul is only part of the problem. The
city is a multi-ethnic melting pot in a way that predominately
Sunni-Arab Raqqa is not. US and other coalition planners,
Prime Minister Haider Al-Abadi’s government and Iraqi Kurds
recognise that keeping the peace in post-IS Mosul will require
carefully preplanning and political accords. Retaliation against
IS sympathisers may surpass anything seen thus far in the war –
a point made by anxious anti-IS residents of the city contacted
by international media. Mosul was never truly captured by the
US-led coalition or Iraq’s Shia-led government after 2003:
under the surface, Al-Qaeda in Iraq and neo-Baathist groups
continued to control the criminal underworld. IS might be
ousted, but these networks – often only a shade less brutal than
IS – will be waiting in the wings to inherit the city again. 

The potentially liberating force’s composition is a key factor
holding back the assault. If and when the city is liberated, the
Iraqi Kurds will surely be sending teams into Mosul to snatch
up key real estate, wanted individuals and loot. But the Kurds
will not be providing the liberating forces: they know their
presence would be resisted in most parts of Mosul, the largest
Arab city in the north. 

The Iraqi Army and Iraqi Special Operations Forces will be key
actors, and the predominately Shia Popular Mobilisation Units
(PMUs, or Hashd Al-Shaabi) will not want to be entirely left
out. The PMUs are likely to try to seize some areas outside the
city, including the Turkmen city of Tal Afar, 50km to the west.
IS’s most notorious sectarian butchers come from Tal Afar; the
Shia Turkmen were driven from the city in 2014 and are
expected to be hell-bent on finishing their long-standing
grudge match with the city’s Sunni Turkmen.  

Revolts along the Tigris
If mainly Shia Iraqi Army forces were to lead the assault, they
would look a lot like the southern-dominated forces that were
kicked out of Mosul in June 2014, rather than a Sunni Arab self-

liberation force. Gathering together Sunni tribes from around
Mosul has begun at Makhmour, a Kurdish-controlled area 70km
south-east of Mosul city. A few thousand lightly armed troops
are there now, and they will hope to swell their numbers with
IS resisters in the towns between Makhmour and Mosul. 

Already a range of mini-revolts are sparking in Tigris River
towns such as Sharqat, Qayyarah, Ash Shura and Hammam Al-
Alil – real stepping stones to Mosul. IS’s brutal executions of
tribal elders is temporarily keeping a lid on these uprisings but
also driving young men out to the Makhmour gathering centres
and building a wellspring of hatred against IS. 

From GSN’s conversations, it appears there are two possible
models for Mosul’s recapture. An early ‘inside-out’ collapse of
IS control in Mosul is accorded a small chance of occurring in
the next six months (say 20%). US intelligence personnel see IS
as overstretched – the city of 500,000-plus held down by as few
as 10,000 militants – and susceptible to fracturing and defections
as it is cut off from the IS ‘caliphate’.

More likely is that the city will be isolated – and besieged ever
more tightly – as 2016 unfolds; it could then be assaulted in the
autumn. When the battle commences, it will dominate all the
coalition’s attention and resources, meaning that other fights,
such as those in Ramadi and Raqqa, must be resolved some
months earlier. The implication is that Mosul may be liberated
some 27 months after it fell. Boys who were 12 when IS took
over will now be old enough to take their place in IS’s ranks –
and many will, swelling the number of children who will be
killed or injured in the battle. 

Rebuilding Mosul will be about more than fixing up battle
damage: the entire fabric of the city will need significant
regional and international attention to repair, lest new rounds
of fighting break out in the post-liberation years. 
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Battle for Mosul pushed back 

—CONTINUED FROM PAGE 1
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Politics

Nothing has yet changed, for all the excitement caused by
the agreement to end Iranian sanctions, signed by Tehran
and the P5+1 group of six international powers in July

(GSN 997/1). No sanctions have been removed and none will
be until the United Nations’ nuclear watchdog, the International
Atomic Energy Agency (IAEA), confirms that Iran has met its
side of the Joint Comprehensive Plan of Action (JCPOA) by
scaling back nuclear activities (GSN 997/3). When that
happens, on the JCPOA’s ‘Implementation Day’, some elements
of the trade embargo will be lifted, but many restrictions will
remain, as credit insurers and trade financiers have understood
since the deal was agreed (GSN 999/10). 

It is not yet clear when Implementation Day will fall, although
most expect it to happen in H1 16 – possibly as soon as Q1 16.
At that point, there will be two distinct groups of international
companies: US firms, for whom not much will change, and
European Union companies, who have been flooding into
Tehran. 

A few areas will be loosened up for corporate America – for
Persian carpets or US aircraft parts, for example – but sanctions
imposed as a result of Iran’s alleged terrorism-related activity and
money laundering will stay; Iran will remain off limits to most
US businesses.

The EU will dismantle much of its trade embargo, and US
sanctions that sought to prevent third parties from doing business
with Iran, known as secondary sanctions, will be removed. Other
governments that have broadly followed the EU’s sanctions policy,
such as Norway and Switzerland, will probably take a similar
position. “US companies are absolutely at a disadvantage as a result
of this deal,” said Eytan Fisch, counsel at US law firm Skadden and
a former Office of Foreign Assets Control (Ofac) official. “Non-
US companies… are going to benefit most from the sanctions
relief. They will have the greatest opportunity,” he told GSN.

Businesses that fall between these two groups are in a grey area.
Non-US companies that are owned or controlled by US
companies or individuals may still be subject to stringent US
sanctions. “It is really up to the almost complete discretion of the
US government as to what they decide to do,” said Fisch, of this
third group. “It’s not clear exactly what will be done. It’s really a
big unknown.”

All companies have other issues to navigate. The ban on US
dollar transactions with Iran is likely to remain, and US banks
will not be able to process most payments involving Iran. The
export, or re-export, of any US-made goods to Iran will still be
banned. Although European banks will be able to process
payments from Iran, many will be cautious about doing so.

“Banks are very much in a wait-and-see scenario,” said British
Bankers Association director of financial crime Justine Walker.
“How do you really make sure that you carve out your business
with Iran in a way that you’re not going to violate your US
exposed individuals or business lines? That’s going to take time.”

Many Iranian individuals and companies will remain under US
and EU sanctions until the IAEA concludes that Iran is behaving
according to the deal. That point, known as ‘Transition Day’, is
unlikely to happen for eight years. Among those that continue to
be sanctioned will be important economic players, including
companies associated with the Iranian Revolutionary Guards
Corps (IRGC). The opaque nature of company ownership in Iran
means that carrying out background checks on potential partners
will be vital (although US due diligence firms may not be able
to work on such projects).

Chief executive of London-based law firm W Legal Nigel
Kushner said questions remained over companies that are
potentially still politically compromised and have previously been
placed under sanctions by the EU and UN, as well as Ofac. One
example is Tidewater Middle East Company, the main container
operator at Iran’s busiest port, Shahid Rajaee at Bandar Abbas,
which has been traced to IRGC ownership and operations. “The
way I read the asset freeze, it can be argued that any shipment to
an Iranian port owned or controlled by Tidewater, or perhaps the
Revolutionary Guards, will potentially result in criminal exposure
for the shipper or the exporter,” Kushner said. “This issue is
absolutely critical and must be addressed and clarified by the EU.”

Tidewater Middle East and associated companies were added to
the US Department of the Treasury’s list of specially designated
nationals on 23 June 2011, on the basis that it was owned by
Mehr-e Eqtesad-e Iranian Investment Company, Mehr Bank and
the IRGC, and that it has been used by the IRGC for “illicit
shipments”. These companies have no relation whatsoever with
giant US international shipping company Tidewater.

Snap-back risk
There is also the risk that sanctions may be re-imposed if
relations between Iran and the west turn sour. Accounting for
that ‘snap-back’ will require careful drafting of any contracts, so
that international firms can retreat at minimal cost. “It’s
imperative that people who jump back into Iran do so with their
eyes wide open, knowing the commercial risks,” Kushner
concluded. Iranian officials are counseling caution. Deputy oil
minister Roknoddin Javadi told Mehr news agency that he
expected only five major oil contracts to be signed with
international companies before the government’s term ends in
August 2017 (see page 8).

Executives jet in to Iran, but legal pitfalls
could put brake on investment
The world’s 28th largest economy holds almost as many risks as opportunities for international investors, and
questions will persist about doing business in Iran even after sanctions are lifted

http://archive.crossborderinformation.com/Article/Iran%2fIraq+Regional+customers+seek+to+revive+gas+agreements.aspx?date=20150904#full
http://archive.crossborderinformation.com/Article/Iran+What%E2%80%99s+in+the+Vienna+deal.aspx?date=20150716#full
http://archive.crossborderinformation.com/Article/International+rehabilitation+beckons+as+Iran+signs+nuclear+deal.aspx?date=20150716#full
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The Iranian opening has spurred an industry in advisory work
for companies prospecting the potentially giant market. But
export credit agencies remain extremely reticent. Belgian credit
insurer Delcredere/Ducroire – like many of its peers that follow
the OECD Consensus – places Iran in the lowest category
(seven, in a scale of one to seven) for each of six political risk
and direct investment categories; Iran is also rated ‘C’ (out of A-
C) for commercial risk.

REGION

Poland expands energy,
diplomatic links
Poland will take its first ever shipment of liquefied natural gas
(LNG), from Qatar, in mid-December – marking a major step
forward in efforts to secure greater energy independence from
Russia (see box). The Ministry of Foreign Affairs is also planning
to open an embassy in Muscat, reflecting its appreciation of
Oman’s political role in the region and commercial potential,
and is working to diversify agricultural exports to Saudi Arabia,
the UAE and other markets. However, the timing of the embassy
opening has still to be finalised as the new conservative
government of Prime Minister Beata Szydlo beds into office. 

The Muscat embassy is unlikely to be threatened by the change
of government, as Szydlo’s Law and Justice (PiS) government
takes a new direction after eight years of liberal-centrist Civic
Platform (PO) rule was overturned in a general election in
October. The Eurosceptic PiS took over government in Warsaw
on 16 November. Among her initial measures, Szydlo replaced
the heads of four intelligence and counter-espionage
departments. This prompted opposition PO members to warn
of a ‘coup’. AFP quoted new foreign minister Witold
Waszczykowski as saying the moves were “not revenge, but a
parting of ways with men who failed to prove themselves”.

Further changes are expected across the administration. Some
officials canvassed by GSN in Warsaw were reassured by 58-year-

old Waszczykowski’s CV: he is a professional diplomat with  a
University of Oregon doctorate on US arms control. His varied
career at the Ministry of Foreign Affairs includes a spell as
ambassador to Iran (1999-2003). In 2008, he was appointed
deputy head of the National Security Bureau. 

Among immediate issues  is how to deal with the EU refugee
crisis – Poland is reluctant to take Syrians, arguing that it has a
potential crisis on its eastern flank, in Ukraine; it is also
concerned about perceived future social problems. Poland has a
600-year history of ties with Turkey, but by far Warsaw’s deepest
relationship in the Middle East/North Africa (Mena) region is
with Israel – where a recent high-level political visit attracted a
bigger Polish business delegation than a similar trip to China. 

Poland has moved cautiously in Mena, but is keen to reduce
dependence on Russia. Polish refineries have been buying
increased quantities of Saudi and Kurdish crude. The Kurdistan
Regional Government started shipments into Baltic crude
markets in October-November. Reuters reported at least three
vessels carrying 100,000 tonnes of Iraqi Kirkuk crude from the
Turkish port of Ceyhan arriving at Polish state-controlled PKN
Orlen’s refineries in Gdansk and Butinge in Lithuania during
that period. This followed sales of Saudi crude to Poland and
Sweden – in a trend towards diversification that is putting
pressure on Russia in markets it has traditionally dominated.
PKN chief executive Jacek Krawiec recently told the daily
Rzeczpospolita: “There are big expectations concerning the
Iranian direction”. The lifting of sanctions “will open new
possibilities for our refineries.”

Politics

Poland cuts dependence on Russia 

The first shipment of gas destined for Polskie LNG’s new
regasification terminal on the Baltic Sea was loaded by Qatari vessel
Al-Nuaman at Ras Laffan on 19 November; it is expected to reach
Swinoujscie on 11-12 December, under a contract signed in
September by Qatargas, Polskie LNG and Polskie Górnictwo Naftowe
i Gazownictwo (PGNiG). The delayed start-up of the Swinoujscie
terminal (originally expected in 2014) is a major strategic step
forward for Poland: its initial regasification capacity will cover one-
third of national gas demand; its eventual 7.5bcm/yr capacity will be
equivalent to half of national consumption, now supplied by Russia. 

Qatargas is supplying the plant’s first two shipments, used to cool and
test the unit. PGNiG chief executive Mariusz Zawisza has said this
will “guarantee that all relevant quality requirements for such a
delivery are satisfied”. Qatargas will supply around 1.5bcm/yr under a
20-year deal originally signed with PGNiG in 2009, and renegotiated
in late 2014 to take account of delays in construction at Swinoujscie.

The contract will help give Poland its much-vaunted energy
independence, but has been criticised by analysts who say Qatari gas is
much more expensive than existing purchases from Gazprom. Wary of
a repeat of 2009, when Russia’s standoff with Ukraine cut off central
European gas supplies, and concerned about being bypassed by
Gazprom’s new pipeline to Germany, Polish politicians (unusually)
seem to agree this is an acceptable price to pay. It represents a good
deal for Qatargas during a period of reduced LNG demand.

SAUDI ARABIA: Stay clear of border badlands

People should keep at least 20km away from all unprotected borders,
General Directorate of Border Guard spokesman Sahir Bin Mohammed
Al-Harbi said on 20 November. Trespassers into the now restricted areas
will be liable for a jail term of up to 30 months and a SR25,000 fine, he
said. The authorities have displayed warning signals in all areas that are
likely to be crossed by vehicles, Al-Harbi said. These are Hafr Al-Batin
and Khafji in Eastern Province, and the entire northern borders covering
Rafha, New Arar, Al-Jouf, Al-Essawi and Hadeed, and Ammar and Al-
Wakal in Tabuk. 

As well as national security issues, the Border Guard is concerned about
drug, weapons and other smuggling. In mid-November, it reported
foiling an attempt by Yemenis to smuggle 274kg of hashish into the
kingdom by boat. According to the Ministry of Interior, in the Hijri year
that ended in mid-October, Saudi authorities seized almost 30 tonnes of
hashish, nearly as much heroin and millions of amphetamine pills.
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Royals watch & Defence and security

QATAR

EMIR SHEIKH TAMIM: Latin America tour opens in Cuba

Emir Sheikh Tamim Bin Hamad Al-Thani started his tour of Cuba, Mexico
and Venezuela in Havana on 22 November. The following day, he held talks
with Cuban President Raúl Castro. Qatar and Cuba have signed a
memorandum of understanding that allows the emirate to invest some $2bn
over five years in Cuba; it is possible Qatar National Bank will establish an
office in Havana. Last month, the UAE opened a diplomatic mission in
Cuba (GSN 1002/6). On 24 November, Tamim arrived in Mexico City
for talks with President Enrique Peña Nieto; it is the first official visit by a
Qatari ruler since ties were established between the two countries in 1975.
Father Emir Sheikh Hamad Bin Khalifa toured Peru, Colombia and
Ecuador in February 2013 (GSN 941/7).

ABDULLAH BIN NASSER: Paris visit

Prime Minister and interior minister Sheikh Abdullah Bin Nasser Bin
Khalifa Al-Thani visited Paris in mid-November – despite the devastating
13 November terrorist attacks in the city. It was his first official visit since
becoming premier in June 2013. The three-day trip had been planned for
some time. Sheikh Abdullah arrived in Paris on 15 November and held
talks with President François Hollande and several government members
including Prime Minister Manuel Valls and interior minister Bernard
Cazeneuve. Valls frequently meets Gulf officials, holding talks with Kuwaiti
Prime Minister Sheikh Jaber Mubarak Al-Hamad Al-Sabah and Saudi
Deputy Crown Prince Mohammed Bin Salman in October. Sheikh
Abdullah is seen as a key ally of Emir Sheikh Tamim Bin Hamad, who is
thought to hold him in high regard.

ALI BIN JASSIM: Attorney-general appeals against acquittal

The Qatari attorney-general is to appeal against the acquittal of those
convicted over a fire in which 19 people died, including 13 children. Last
month, the Court of Appeal overturned convictions of involuntary

manslaughter relating to the fire at the Gympanzee nursery in Doha’s
Villaggio Mall in May 2012 (GSN 1004/7). Among those acquitted was
Sheikh Ali Bin Jassim Al-Thani, who co-owned the nursery. The fire was
caused by an electrical fault. 

SAUDI ARABIA

BANDAR AL-FAISAL: Funeral

Prince Bandar Bin Faisal Bin Abdelaziz died on 22 November; his funeral
was held two days later. A son of King Faisal, Bandar was born in 1943 and
educated, like many of his brothers, at a prep school in Princeton. He
studied at a college in California, then attended the British Royal Air Force
College at Cranwell and RAF Staff College. Prince Bandar had a long
career in the Royal Saudi Air Force and worked in the Ministry of Defence
until his retirement in 2007. He was reported to be genuinely passionate
about Arabian wildlife; a founding member of the National Commission
for Wildlife, he established a reserve, Il-Reem, not far from Riyadh. In a
2007 interview, he said: “Saudis like to kill animals. I think it’s a genetic
thing and it will take a long time to change that. The worst catastrophe
[was that all Saudis] got a car and a rifle and they started shooting
everything that was around. When [we] first started to reintroduce the
Arabian Oryx, we had to go to the San Diego Zoo to bring an Arabian
Oryx to the farm.” Bandar’s son Sultan is involved in motorsports.

UNNAMED PRINCE: Arrest in Casablanca

According to an unconfirmed report in the Moroccan media, including
controversial Casablanca daily Al-Massae, an unnamed Saudi prince was
arrested by the Moroccan authorities at Mohammed V Airport in
Casablanca in mid-November and held at Salé prison. The prince was said
to have been arrested by undercover police while waiting for an exit stamp
in his passport (he was due to fly to Paris) after the officers realised his
identity matched that of a man subject to an international arrest warrant
by Interpol.

SAUDI ARABIA/BAHRAIN

Broker questions Typhoon sale,
BAE slows output
There is growing pessimism over BAE Systems’ prospects for
adding to its sales of Eurofighter Typhoon combat jets to the
Royal Saudi Air Force (RSAF), following the kingdom’s recent
political tensions with the UK and delays in securing new
orders (GSN 1,003/4). Credit Suisse has downgraded BAE
from ‘outperform’ to ‘neutral’, and cut its target price for the
stock from £5.90/share to £4.60, arguing that Saudi Arabia
may not, as widely expected, order 48 more Typhoon aircraft
from the Eurofighter consortium, to add to the 72 jets it
ordered in 2007. 

Observing that the “first driver of a major defence export is
political will”, recent bilateral tension “puts at risk” the RSAF’s
order of an additional 48 Typhoons, the broker said – and
potentially a smaller order by its close ally Bahrain. Credit
Suisse warned that Saudi Arabia could choose instead to buy
more US F-16 or French Dassault Rafale fighters, which
analysts Olivier Brochet and Ashlee Ramanathan said would

“imply a major shift in Saudi Arabia’s defence position”. BAE
Systems is a key player in the Eurofighter consortium, which
includes Airbus Group and Finmeccanica’s Alenia Aermacchi
subsidiary.

BAE Systems in a 12 November trading update said it was
halving Typhoon production in a move to keep assembly lines
working beyond 2018, when the delivery of current orders
ends. This followed earlier warnings: in July, chief executive
Ian King said: “Without more orders, we will have to look at
slowing down production [to keep the Typhoon line running
in Lancashire], which could mean additional cost.” 

Up to 371 jobs will be lost from the 13,000-strong workforce
in Samlesbury, Lancashire, and at Warton, near Preston. The
Unite trade union warned that cutting “too far, too fast” could
create a skills shortage in the industry.

However, signals are mixed: BAE Systems’ trading update also
announced it was in talks to supply the RSAF with another
22 Hawk jet trainers, to add to the 72 it has already delivered
or has under contract.

Brochet and Ramanathan said: “BAE Systems has conditioned
its 2015 earnings growth guidance to the conclusion of a

http://archive.crossborderinformation.com/Article/Saudi+Arabia+%EF%BB%BFMohammed+Bin+Nawaf+hits+out+at+British+critics.aspx?date=20151029#full
http://archive.crossborderinformation.com/Article/Ali+Bin+Jassim+%EF%BB%BFFire+acquittal.aspx?date=20151112#full
http://archive.crossborderinformation.com/Article/Qatar+Emir+Sheikh+Hamad%E2%80%99s+South+American+tour.aspx?date=20130221#full
http://archive.crossborderinformation.com/Article/%EF%BB%BFUAE+Havana+embassy.aspx?date=20151015#full
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UAE 

Deal-making influences Libyan
oil and politics
Official and commercial support from the UAE for Prime
Minister Abdullah Al-Thinni’s Tobruk, Cyrenaica-based
government has become an increasingly dominant factor in
Libya’s complex internal conflicts. Investigations by GSN’s
sister publication African Energy have shown that attempts by
Thinni’s administration to wrest control of oil exports and
revenues from established Tripoli-based institutions are centred
on opaque deal-making in Dubai – where several leading
politicians from eastern Libya are based.

Separately, the UAE faces allegations that it has breached the
United Nations arms embargo on Libya. Abu Dhabi has also
strongly influenced the progress of peace negotiations, and
played a role in the talks’ collapse in early November.

Dubai-based oil traders have been identified as candidates to
purchase crude oil that is being offered by the management
of the National Oil Corporation (NOC) set up by Thinni in
the eastern city of Al-Baida – as a rival to the long-established
NOC, some of whose management is still trying to run the

industry from Tripoli. These traders are also acting as
consultants who are negotiating and brokering the deals. 

Libyan former NOC executive Salem Bayou, who runs his
own oil and products trading company Crude Derivatives,
which is  located in the Dubai Multi Commodities Centre
(DMCC) free zone, told GSN in early November that he was
“facilitating” deals for NOC-East in Tobruk. Bayou made two
attempts to close a sale in late October and early November,
neither of which went through. He said he was working on
two other potential sales, but declined to give details. 

Another DMCC-based company allegedly involved in
attempts to broker such deals is Fleet Energy, which also has
offices in Moscow, Cairo and Tripoli. At least one other
DMCC-based company has been reported to have negotiated
a potential crude purchase from eastern Libya, although none
have gone ahead so far.

Thinni’s government hopes that by selling crude it can gain
control of its own revenue. It also wishes to reclaim economic
and political rights – such as authority over national resources
– it believes have been usurped by its Tripoli-based rival. 

Major buyers in the international markets have so far preferred
to stick with contracts administered by NOC-Tripoli, despite
the Tripoli-based government’s relative illegitimacy and

combat aircraft deal. [The political] situation makes it difficult
for the group to achieve its target.” 

As well as the cancellation of a prison reform contract and
other issues that led ambassador to London Prince
Mohammed Bin Nawaf Bin Abdelaziz to express concern
about Saudi-British relations in a widely noted column in The
Daily Telegraph, Credit Suisse also cited reports of the sudden
cancellation of a trip by British MPs and officials to Saudi
Arabia as evidence of weakening ties. 

IRAQI KURDISTAN 

Kurds retake Sinjar, IS melts
away
Kurdistan Regional Government (KRG) President Massoud
Barzani declared a welcome victory with the 12-13 November
ousting of Islamic State (IS, or Daesh) from Sinjar, liberating
the Yazidi town more than a year after its traumatic occupation
and severing Highway 47, a main supply route between IS-
held territory in Iraq and Syria (see map, page 3). Following the
projection of US-led airpower – the US Department of
Defence reported more than 30 airstrikes on Sinjar and
surrounding areas during the offensive’s first day – the Kurdish
advance, involving an estimated 7,500 troops, was largely
unopposed. There are suggestions IS may even have been
allowed to make a discreet withdrawal to avoid an urban battle

and consequent casualties. 

An estimated 400-600 IS fighters withdrew during a pause in
airstrikes, retrenching to fight another day (in apparent contrast
to the behaviour of suicidal IS adherents in European terrorist
attacks). They had already taken a beating: in Baghdad,
coalition spokesman US Colonel Steven Warren estimated that
200 IS fighters were killed in airstrikes; several hundred more
were “believed killed” by the Kurds. Warren had earlier told
Reuters that “some US advisers” were on Mount Sinjar,
working with the Peshmerga to develop targets for airstrikes.

In triumphant mood, Barzani said only KRG Peshmerga
forces had been involved in the liberation. But AP also spoke
to Syrian-Kurdish People’s Defence Corps (YPG) fighters
operating inside Sinjar. The agency quoted an Iraqi Peshmerga
militiaman who confirmed that small YPG units carried out
ground operations inside Sinjar while Peshmerga forces massed
behind fortified frontline positions. The YPG – which is
aligned to the Turkish Kurdistan Workers’ Party (GSN 933/7)
– also played a major role in protecting Yazidi refugees from
IS during the crisis on Mount Sinjar in August 2014. 

IS may be reorganising, and accepting reverses as pressure
increases from local fighters on the ground and coalition air
power. Also on 12 November, a US-backed coalition of local
fighters in Syria recaptured the strategic town of Hol. A few
of the former population of around 200,000 have returned to
view the devastation. Looting was reported in the week
following the liberation recorded by Reuters

http://www.reuters.com/news/picture/sinjar-after-islamic-state?articleId=USRTS7Y8A#yfMVSeOwIRPKEAwu.97
http://archive.crossborderinformation.com/Article/Iraq%E2%80%99s+KRG+pushes+for+unity+among+Syrian+Kurds.aspx?date=20121011#full
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Tobruk’s threats of legal action against them. 

GSN understands that most European governments, including
the UK, and the UN are strongly opposed to the deal-making
under way in Dubai, even though they recognise Tobruk as
the legitimate government. They fear that successful oil sales
by Tobruk will split NOC – which despite being
headquartered in Tripoli is one of the few state institutions
that still functions on a genuine national basis. Its division
would be a major step towards Libya’s ultimate partition. 

London is believed to have made diplomatic representations
to Abu Dhabi on this subject. Should the Dubai-based brokers
successfully conclude a sale, the international community’s
options for preventing the transaction from going ahead would
be limited.

Complex relations
The relationship between the UAE authorities and the
political leadership in eastern Libya is made more difficult to
decipher by the number of factions involved. 

Libyan ambassador to the UAE Aref Ali Nayed is seen as a key
power-broker, who co-ordinated much of the Emirati support
for the anti-Qadhafi uprising in 2011 and has been involved
with the eastern government’s attempts to gain control over
sovereign wealth institutions. However, according to one
diplomatic source, Nayed may now be “causing problems to
NOC-Tobruk [East] and stopping some of these deals”. His
motivation would be to limit the influence of Thinni and
federalist militia leader Ibrahim Al-Jathran, who controls many
of the eastern oil terminals. 

Another powerful player, said to be based mainly in the
Emirates, is Mahmoud Jibril, whose political grouping won
most seats in 2014 elections for the House of Representatives. 

…in muddy waters
UAE activity has muddied the waters. In early November, the
credibility of outgoing United Nations Support Mission in
Libya (Unsmil) chief Bernardino Léon’s peace process was
undermined by the publication on the Middle East Eye website
of a leaked email to federal foreign minister Abdullah Bin
Zayed Al-Nahyan, dated 31 December 2014, in which Léon

discussed his strategy at length. He said: “All my movements
and proposals have been consulted with (and in many cases
designed by) the HOR and Aref Nayed and Mahmoud Jibril
(with whom I speak on a daily basis) following Your request.”

At the same time, it emerged that the UAE had offered Léon
the position of director-general at its new diplomatic academy.
Negotiations over the $50,000/month job started in June and
has continued for the last four months of his mandate, while
he was attempting and failing to get agreement from the rival
administrations on the formation of a government of national
accord. While Léon has said that the job offer did not influence
him, the revelation further sabotaged the already failing UN
peace process. 

The UAE’s influence has been felt in other ways. Leaked email
correspondence from Emirati officials published by The New
York Times (NYT) earlier this month showed the UAE was
actively breaching the UN embargo on arms imports to Libya
over the summer. On 4 August, a diplomat named Ahmed Al-
Qasimi wrote to UAE permanent representative to the UN
Lana Nusseibeh saying: “The fact of the matter is that the UAE
violated the UN Security Council Resolution on Libya and
continues to do so.” The NYT cited other emails saying that
arms imports involved some weapons supplied by North
Korean companies and were sanctioned at “head of state
level”.

IRAN: IOCs eye regional deals

International oil companies (IOCs) are stepping up their contacts
with government, National Iranian Oil Company (NIOC) and its
affiliates ahead of sanctions being lifted, but Iranian officials are urging
caution. Deputy oil minister Roknoddin Javadi told Mehr news
agency he expected only five major oil contracts to be signed with
IOCs before the government’s term ends in August 2017.

As GSN has observed, NIOC and affiliates have been looking to
regional deals in the immediate future. Tehran in early November
signed an agreement with Iraq for National Iranian Gas Corporation
to deliver between 700mcf/d (in winter) and 1.2bcf/d (during the
peak summer season) of piped gas to three power plants in Basra in a
six-year deal (GSN 996/15).

Among the oil majors, Total has taken a lead, making positive noises
towards NIOC, its erstwhile partner in phase 11 of the South Pars gas
field. During the Adipec conference in Abu Dhabi on 9 November,
chief executive Patrick Pouyanné said Total might be interested in
returning to phase 11; with partner Petronas it pulled out in 2008, to
be replaced by China National Petroleum Corporation, which left in
2012.

Chief financial officer Patrick de la Chevardière in late October said
Total was “still ready to discuss” the liquefied natural gas (LNG)
project it left (but did not totally abandon) as sanctions loomed: it
planned to produce 1.8 bcf/d of gas from phase 11 to feed the two-
train Pars LNG plant with 10m t/yr production capacity. 

Like NIOC’s other major partners in South Pars – Shell and Repsol –
Total suspended its project in 2008, but did not rule out a return
should the political environment improve.

KRG: Dana wins another skirmish in arbitration battle

Sharjah-based Dana Gas and its associated companies Crescent Petroleum
and Pearl Petroleum Company have won a further legal victory in their
long-running battle with the Kurdistan Regional Government (KRG).
On 20 November, the UK High Court ruled that the KRG should pay
the claimants $100m within 14 days. This is the enforcement of a decision
taken by the London Court of International Arbitration (LCIA) in
October 2014 which the Kurdish authorities have failed to comply with
until now. The ruling is a parallel but separate matter to a much larger
arbitration still under way at the LCIA, the first phase of which resulted
in a victory for Dana in July and a likely payout of about $2bn. A second
phase of the arbitration will be considered next year which includes a
large claim for damages from Dana but also a KRG counterclaim which
may also be worth several billion (GSN 997/12).

http://archive.crossborderinformation.com/Article/More+battles+ahead+for+Dana+after+partial+victory+against+KRG.aspx?date=20150716#full
http://archive.crossborderinformation.com/Article/Iran%2fIraq+Increased+South+Pars+gas+sales.aspx?date=20150702#full
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More than 1,000 exhibitors from 61 countries turned
up to the 8-12 November Dubai Airshow, which
reflected in its global status to show off some 150

aircraft on the tarmac, from agile drones made by Abu Dhabi-
based Adcom Systems all the way up to lumbering Airbus
A380s decked out in the liveries of Dubai’s Emirates Airline
and Qatar Airways. So far, so normal: what was unusual was
the lack of big new orders. Abu Dhabi-based national UAE
airline Etihad Airways exercised options for two Boeing 777
freighters, but that was part of an order for 199 planes
announced in 2013. There were no equivalent new deals.
Instead, the big manufacturers were left to make more prosaic
announcements, such as Toulouse-based Airbus Group’s deal
to upgrade the cabins of Oman Air’s A330s.

By comparison, the November 2013 show saw Abu Dhabi and
Dubai-based airlines set new records, placing combined orders
worth more than $170bn, with Emirates committing to an
estimated $99bn spend, low-cost carrier flydubai placing an
order worth $11.4bn and Etihad spending more than $67bn,
while also announcing the acquisition of a 33.3% stake in
Swiss carrier Darwin Airline (GSN 959/14).

The industry has been debating whether this year’s lack of
orders represents a natural lull while the airlines digest huge
recent orders, or something more significant. Aviation specialist
JLS Consulting director John Strickland suggests the former:
“I don’t think the lack of new orders was a surprise. The Gulf
carriers – not only the big three, but also airlines like flydubai
– already have a lot of orders on the books that haven’t been
delivered yet. You can’t expect big orders all the time.”

Network expansion
Smaller Gulf airlines, including Dubai Aviation Corporation’s
flydubai (see page 11), are still growing. The big three are also
still expanding their networks via distinct growth strategies: 

● Emirates is focused on organic growth, although it has a
management contract for TAAG Angola Airlines and an
important co-operation deal with Qantas; 

● Qatar Airways places more emphasis on partnerships, being
a member of the Oneworld alliance and a shareholder in
International Airlines Group (IAG), the holding company of
Aer Lingus, British Airways, Iberia and Vueling; and

● Etihad has the most challenging strategy of the three, with
a jigsaw of stakes in smaller airlines such as Air Serbia and
Airberlin. 

Bahrain-based Gulf Air, seen as a poor cousin of the big three
since its regional domination declined and the Qatar and UAE
airlines grew, is adding new destinations, most recently with
flights to Faisalabad and Multan in Pakistan in October. It is

also overhauling its fleet: in September, Gulf Air said it would
order up to 50 new Airbus aircraft. This deal seems likely to
be signed in early 2016.

Gulf Air’s Bahraini senior management is working to turn
around the airline’s fortunes. Maher Salman Al-Musallam
joined as deputy chief executive (after a 35-year career with
the Royal Bahraini Air Force) and has served as acting chief
executive since Samer Majali stood down in 2012. Recently
promoted to chief operating officer, Nasser Al-Salmi joined
Gulf Air in 1988 as a cadet pilot, and rose to chief pilot and,
from November 2008, director of flight operations. 

Among other second-tier airlines, Oman Air plans to expand
its fleet to 70 aircraft by 2020, compared to 32 today. Kuwait
Airways is working through an order for 37 Airbus aircraft
made in February 2014. 

Saudia expands, modernises, privatises 
Saudi Arabian Airlines (Saudia) is due to receive the first of
eight Boeing 787 Dreamliners before year-end, as part of a
modernisation programme, which director-general Saleh Bin
Nasser Al-Jasser in late October said would include retiring
19 older planes from its fleet (15 Embraers and four Boeing
747 jumbo jets). Laying the cornerstone of Saudia’s new air
operations building in Jeddah, Jasser said the airline’s fleet of
124 passenger aircraft was expected to rise to 200 by 2020.
Some 50 new Airbuses are due in the period to 2018, 28 of
them arriving in 2016, Jasser told another event, in Cairo.

In his most recent statement, General Authority of Civil
Aviation president Suleiman Bin Abdullah Al-Hamdan (who
is also Saudia chairman) has said the new King Abdelaziz
International Airport will be completed in mid-2016, with a
further year needed to test equipment before a 2017 opening.
Saudia is strengthening its presence in Egypt (see page 11) and
has decided that women will be employed in administrative
jobs. Jasser in late October also said the privatisation of Saudia’s
catering company had “reached its final stages now, and will
be put on the stock market for public subscription shortly”.
He was also quoted saying the privatisation of ground services
had reached its final stages.

Data shortfalls
Judging from the headlines, the region’s aviation industry is
planning a bright future. However, the lack of detailed financial
results issuing from many airlines makes it impossible to judge
the viability of their strategies. Data included in GSN’s graphic
may be the best available, but still subject to discrepancies.

Load factors, where they are published, generally look healthy
enough, running at 79-80% for Etihad and Emirates and 81%

Airlines stabilise at cruising height
This year’s Dubai Airshow was notable for a lack of new orders by the big Gulf carriers, but this may mark little
more than a pause for breath as the region’s airlines digest huge recent orders

http://archive.crossborderinformation.com/Article/UAE+airlines+break+records%2c+spend+big+at+airshow.aspx?date=20131129#full
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for Sharjah-based Air Arabia (chaired by UAE-based Qatari
businessman Abdullah Bin Mohammed Bin Ali Bin Abdullah
Al-Thani). Oman Air is slightly lower at 74%.

A few issues are holding back growth. Deregulation of the
Saudi domestic aviation industry appears to have stalled and,
across the region as a whole, the rapid growth in traffic has
highlighted the shortage of airspace open to commercial jets
(GSN 973/1). As flydubai chief executive Gaith Al-Gaith has
observed (see box), airlines are finding it difficult to break into
new markets. The big three have been met by a wall of
opposition from US carriers, while gaining further access to
some European markets is also proving tricky.

On the plus side, Iran’s imminent opening up could offer an
attractive nearby market to exploit. And low oil prices mean
low fuel prices, at least for those airlines that did not order too
much fuel when prices were high. Emirates says fuel made up
35% of its operating costs in 2014-15, compared to 39-40%
in the previous three financial years.

…but the glass is more than half full
Overall, barring any sudden shift in corporate strategies, a
revival in aircraft orders is likely to happen before long. The
big three Gulf carriers have some 876 aircraft on order, so
there is still plenty of work for Boeing and Airbus. Add in the
smaller airlines and the regional order book swells to 1,200.
Airbus thinks the Middle East region will buy 2,460 more
aircraft over the next 20 years, with 1,890 as a result of fleet
expansion and 570 to replace aging planes. Boeing says it
expects the region to need 3,180 new planes over the same
period, worth an estimated $730bn. 

OMAN

ICSID to hear Sohar refinery
dispute
The tribunal for a case brought by South Korea’s Samsung
Engineering against Oman over its Sohar refinery contract was
constituted at the International Centre for Settlement of
Investment Disputes (ICSID) in November. Usually, an ICSID
tribunal will hold its first session two to three months after
being constituted. Samsung’s construction division applied to
ICSID in July; arbitrators for each side were appointed in
September-October. 

Samsung’s claim dates back to 2013, when it was chosen as the
front-runner for a contract for the Sohar refinery improvement
project. That project was withdrawn, but a rival grouping of
Petrofac and Daelim Industries were subsequently awarded the
$2.1bn contract.

Samsung also claims that Oman Oil Refineries and Petroleum
Industries Company (Orpic) withheld its deposit for the
contract.

Orpic in August released a statement saying it had acted in

accordance with applicable laws and had proceeded with legal
action against Samsung Engineering for its failure to meet
their obligations under the Sohar refinery tender, “resulting in
damages being sustained by Orpic”.

The Sohar expansion will help Orpic meet demand for refined
products. In 2014, the state-owned company signed a $2.8bn
loan to support a refinery upgrade; 21 banks participated with
HSBC and National Bank of Oman acting as financial
advisers.
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Flydubai expansion

Dubai Aviation Corporation’s flydubai took delivery of its 50th
aircraft in September; it recently began servicing Astana in Kazakhstan
and the Russian cities of Nizhny Novgorod and Novosibirsk. The
latest addition to its fleet, a next-generation Boeing 737-800, was on
display at the Dubai Airshow, although it was part of an order placed
in 2008. 

Flydubai is chaired by Sheikh Ahmed Bin Saeed Al-Maktoum, also
chairman of Emirates – which reflects the senior Dubai airline’s role
in helping flydubai to launch (GSN 978/13). The low-cost airline’s
chief executive, Gaith Al-Gaith, spent more than two decades with
Emirates before the launch. 

Flydubai in early November announced the close of a sale and
operating leaseback transaction (its second) with Standard Chartered
Bank’s Pembroke aviation finance arm for two Boeing 737-800s.
During the Airshow, Al-Gaith told Dubai-based Gulf News he was
“very bullish” that flydubai would make a profit this year, despite
reporting a Dh147.4m ($40m) H1 2015 loss, when it reported weak
demand on Russian routes and the suspension of services to Ukraine,
Iraq and Yemen. 

Al-Gaith criticised restricted traffic rights in India, Pakistan and
Middle East markets. “India does not represent 2% of our business
and, sorry, but that is not acceptable because India should be at least
20%,” he said. Flydubai, which carried over 7m passengers in 2014,
would be “far, far bigger” if the UAE had similar agreements in the
Indian subcontinent and Middle East as it does in Europe and the
United States. Al-Gaith is looking to Prime Minister Narendra Modi
“to open the skies in India”.

Saudia supports Egypt alliance

Saudi Arabian Airlines (Saudia) director-general Saleh Bin Nasser Al-
Jasser on 17 November opened the Jeddah-based carrier’s newly
renovated office in Cairo. In a first for the Saudi national carrier, the
Cairo office will issue boarding passes and accept electronic
payments.

Reflecting close Saudi-Egyptian relations, Jasser reiterated King
Salman Bin Abdelaziz’s order that Saudia should continue its flights
from Riyadh and Jeddah to Sharm El Sheikh in the wake of the
Russian airliner bombing to support Egypt’s tourism industry. “We
will increase the flights in the two directions between Saudi Arabia
and Egypt next year,” he said. 

In a speech, Jasser said that Saudia, which started flights to Egypt in
1947, is the largest single international air operator in the country. In
the year to October, Saudia carried 1.66m passengers to and from
Egypt, up 190,000 on the first ten months of 2014. 

http://archive.crossborderinformation.com/Article/Profile+Dubai%E2%80%99s+Sheikh+Ahmed+Bin+Saeed.aspx?date=20141002#full
http://archive.crossborderinformation.com/Article/Are+Gulf+airlines+running+out+of+sky.aspx?date=20140703#full
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Interventions threatened after 9/11
Few reminders were needed about terrorism’s rise to top the global political agenda, even before the attacks
claimed by Islamic State in Paris and Beirut, and subsequent lockdown in Brussels, which were preceded by
the downing of a Russian charter flight. The impulse of political leaders to react to terrorism predates the 11
September 2001 attacks on the World Trade Center and Pentagon, but the 9/11 events – recorded in GSN 670,
dated 19 September 2001 – have defined the age. Even while distancing himself from his predecessor George
W Bush at every available opportunity, President Barack Obama’s regional strategy remains very much defined
by counter-terrorism responses (see GSN view)

These are very dangerous times as the US seeks
vengeance against the perpetrators of the 11
September terrorist attacks on the New York World

Trade Center and the Pentagon in Washington. Despite the
usual initial knee-jerk denials from the Gulf, it is clear that
many of the 19 hijackers were nationals of Saudi Arabia and
its neighbours. This is the region that spawned number one
suspect Osama Bin Laden, and many of the other financiers
and foot soldiers who people underground ultra-radical
Islamist movements. The ‘blowback’ consequences of some
15,000 Saudis’ participation in Afghanistan’s US-funded war
against Russian occupation have yet to be fully accepted.

Once Western forces project themselves against Afghanistan
and other locations associated with Islamist terrorism by the
US, the politics will become even more complex. Saudi
Arabia, in particular, is placed in an extremely difficult
position, but all Gulf Co-operation Council states face
problems, given the unpopularity of American policy on the
Israel-Palestine conflict—a continuing blight on international
relations following the collapse of the previous US
administration’s peace initiative.

The US. is trying to make up for lost time to tackle the
Palestinian crisis. Meanwhile, Israeli Prime Minister Ariel
Sharon’s campaign to crush Palestinian independence
continues. Sharon’s transparent use of President George W
Bush’s ‘war against terrorism’ to project his forces ever further
into the West Bank and Gaza will not help the US as it seeks
to piece together an enduring coalition. Gulf rulers will have
to look hard at a wide variety of abuses that go on in their
countries. These range from the blind eye turned in the UAE
to high levels of smuggling and other illicit activities, to the
laissez-faire approach of the Saudi and other authorities
towards those who fund the Islamist underground. Osama Bin
Laden, probably now low of funds, is far from being the only
Gulf-born financier of radical Islam.

The potential outcomes if Bush strikes wide and hard – for
example, in Iraq – are frightening. One week after the
unforgivable slaughter of innocents in the US, let us leave the
first of many last words to two very different Gulf leaders.
Pointing to a neutral position in coming events for the Islamic
Republic, Iran’s Rahbar (Supreme Leader) Ayatollah Ali
Khamenei observed: “Islam condemns the massacre of
defenceless people, whether Muslim or Christian or others,
anywhere and by any means.” But, he added: “Based on the

same principle, Iran condemns a possible attack on
Afghanistan which could lead to another human catastrophe.”
This country has already suffered inordinately from years of
conflict. And at a practical level, as Khamenei observed: “If
America wants to wage war on Afghanistan from bases in
Pakistan and expand its influence in the region, it will see its
problems mounting.”

Abu Dhabi ruler and UAE President Sheikh Zayed Bin Sultan
Al-Nahayan was surely right when he said: “The international
coalition against terrorism should be based on firm principles
that avoid double standards.” But as a quid pro quo for
justified action against the 11 September perpetrators, he
added, the US and wider international community should also
act to stop the “terrorist Israeli actions in the occupied
Palestinian territories”.

This is a terrible crisis, which needs a holistic approach to
secure the long-term future of people of goodwill
everywhere. 
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TESTING TIMES FOR SAUDI LEADERS

Saudi Arabia’s ruling family is
coming under intense pressure as
it attempts to balance U.S.
requests for support in the struggle
against terrorism against the need
to take account of domestic
opinion, where resentment of the
existing close military ties to
Washington is widespread.

The U.S. drive to combat militant
Islamism creates problems for
Gulf Co-operation Council 
governments, given the
unpopularity of American policy on
the Israel-Palestine conflict. But
the dilemma is most acute for the
Saudi regime, whose legitimacy
depends largely on its image as a
defender of the faith.

Smaller Gulf regimes have begun
to edge towards re-rooting their
rule in a culture of consent, or
even democracy. But Al-Saud 
power remains based in the
enforced predominance of the
ascetic Wahhabite interpretation
of Islam that characterises the
family’s home region of Najd
around Riyadh. Past months have
seen a continued Saudi crackdown

CONTINUED ON PAGE 10.

The U.S.A. and its closest allies are
turning to the first military phase of
President George W. Bush’s “war on
terrorism”. The widely unpopular Afghan
Taliban and Osama Bin Laden are in the
firing line, but the new U.S.-led ‘coalition’
will not hold for long if Washington is
seen to be avenging itself on innocent
Muslim populations. PAGE 3

The surprise departure of General
Intelligence chief Prince Turki Al-Faisal
comes at a time when his key dossiers—
relations with Central Asia and Islamist
groups—have gained an unprecedented
high profile. But the move is more likely
related to unresolved succession issues as
Al-Saud princes jockey for position.PAGE 6

Iranian reformist see new opportunities
for rapprochement with the U.S.A., but
Supreme Leader Ayatollah Ali Khameini
has set clear limits to this. PAGE 5

Bahraini opposition leaders are
concerned that a deteriorating security
situation could hold back political
liberalisation. The signs so far are that this
will not happen, and veteran U.K. human
rights campaigner Lord Avebury is set to
visit. PAGE 6

Russia is seeking to protect its interests
across the region, and President Putin will
seek to exploit the U.S.A.’s coalition
building. PAGE 9

S&P sees no reason to panic on Gulf
project risk. PAGE 13

Changes at K.P.C. are part of Oil Minister
Adel Al-Subaih’s efforts to push through
the Project Kuwait initiative. PAGE 14

Further arrests and demotions in Iraq
point to new moves in Qusay Hussein’s
apparently irresistible rise.

MEI IRAQ SUPPLEMENT

U.S. Administration hawks are coming
to the fore after the 11 September
terrorist attacks. As the U.S.A. mobilises,
President George W. Bush must show
that he can promote a more multilateral,
sophisticated approach to foreign policy
than has been apparent in his first
months. This will involve tackling the
Palestinian crisis and curbing Israeli
Premier Ariel Sharon’s opportunist
contribution to the “war on terrorism”.

PAGE 3

Arab leaderships are caught between
Western alliances and anti-American
pressures. Leaders like Saudi Crown
Prince Abdallah are well aware of the
anger on the Arab street. A whole range
of new policies will be required to
accommodate the region-wide underclass
that strongly identifies with Bin Laden
and his allies. PAGE 3

Greater clarity is required in the Gulf
states’ international relations and links
with underground groups and their
backers. Saudi Arabia, the U.A.E. and
Pakistan are reviewing ties with the
Afghan Taliban. PAGE 4

Osama Bin Laden is important, but not
alone, in structuring the international
Islamist underground.

PAGE 4 AND CENTREPIECE

The crisis has a range of economic
consequences, notably forcing oil prices
upwards—if not as far as some estimates.

RISK MANAGEMENT REPORT, PAGE 11

Gulf economies are well-placed to
weather financial storms. Some bankers
predict investment inflows. Page 12

Global downturn will negatively impact
on those dependent on transport and
leisure industries—like Dubai PAGE 13

Iraq could find itself in the U.S. firing
line. GSN analyses the potentials for
Baghdad being drawn into a crisis not
apparently of its making.

MEI IRAQ SUPPLEMENT

British forces are heading for major
exercises in Oman, underlining the
U.K.’s commitment to Gulf security and
its potential for rapid reaction. PAGE 16

GSN’s printed, online and PDF versions
include MiddleEastInsider, a four-page
supplement on either Iran and Iraq. With
this issue: Iraq.

www.gulfstatesnews.com

http://archive.crossborderinformation.com/Article/Gulf+State+News+Issue+670+-+19%2fSep%2f2001.aspx?date=20010919#full
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Events and wider region

28-29 November: Iran Petroleum Contracts Summit, Tehran
Iran’s new petroleum contract to be unveiled at the Tehran International
Conference Centre. Contact Rob Percival at Global Event Partners. 
Tel: +44 1737 784951; email rpercival@gep-events.com.

16-17 December: Post-Sanctions Iran, London
Doing business in Iran, organised by the London Business Conferences
Group. Web: www.iran-international-business-conference.com

2016

25-26 January: Middle East and North Africa Energy, London
The annual Chatham House event. Web: www.chathamhouse.org/conferences

3-6 February: Basra Oil & Gas Int’l Conference & Exhibition
The sixth such event held in Basra. www.basraoilgas.com

7-9 February: Saudi Water & Electricity Forum, Riyadh

Web: http://saudiwaterelectricity.com

22-24 February: Iran Oil & Gas Post Sanctions, London
CWC conference with official participation, including a workshop on the
new Iranian petroleum contract. Web: www.iranoilgas-summit.com/summit.

2-3 May: Middle East Investment Summit 2016, Dubai 
MEI includes three events covering private equity, real estate investment
and Hedge Funds World Middle East 2016. Institutional investors, over 200
family offices and SWFs attend. Web:www.terrapinn.com/conference/

MOROCCO/MEDITERRANEAN: EBRD supports ONEE hydro

The EBRD has confirmed its support for the rehabilitation of small and
medium-sized hydroelectric power plants operated by state utility Office
National de l’Electricite� et de l’Eau Potable, and has launched a $250m
fund to invest in private sector renewable energy schemes in its Southern
and Eastern Mediterranean (Semed) region.The first projects to be financed
from this line are expected to include the 120MW Khalladi wind farm
nearTangier. Lead developer of the estimated €163m scheme is Saudi-
based Acwa Power Global Services (taking a 70% equity position), along
with investment fund Arif, managed by Infra Invest (25%) and US-based
UPC Renewables (5%). EBRD is expected to provide €56m. AE 312/6

ALGERIA: Sonatrach attempts reform 

The appointment of a new cadre of senior executives and the streamlining
of Sonatrach’s top-level management structure is intended to focus the
organisation on its core upstream and downstream activities, and in particular
to reverse the declines in production.The government is also planning
broader reforms of business conditions, potentially relaxing financial
restrictions that are unpopular with foreign investors. Supporters of these
efforts say there is no alternative as the budget and current account deficits
are unsustainable. But meaningful reform will require a change of culture
within Sonatrach and other institutions, and strong leadership. AE 312/13

EGYPT: Eni amends concession agreements

Eni on 12 November signed amendments for the Sinai 12 and Abu Madi,
North Port Said and Baltim concessions, held through its International
Egyptian Oil Company subsidiary in partnership with BP, and signed a new
concession agreement for the Ashrafi licence in partnership with Engie.The
agreements will lead to investment of more than $2bn over the next four
years, and will help meet growing local energy demand, Eni said. AE 312/15

From African Energy

Mena Power & Renewables
GSN publisher Cross-border Information’s CbI Meetings affiliate is
carving a niche by organising strategy-focused events on energy,
infrastructure and risk in Africa. Meetings are usually held under the
Chatham House Rule at the Royal Society of Arts in London, where
the GSN 1,000 reception was hosted in September (GSN 1,001/2).

CbI Meetings plans to repeat its Africa Investment Exchange (AIX)
meetings on gas, transport and infrastructure, and power and re-
newables in 2016 (see above) – and is adding (Middle East and
North Africa) Mena Investment Exchange: Power & Renewables to
the schedule, to be held at the RSA on 9-10 June.

CbI Meetings would greatly appreciate input from the GSN
community to help us structure this interactive event, which will also
include a HardBall session focudsing on political issues.

Please contact Bruno Coburn at bruno@cbi-meetings.co.uk

Four major regional meetings planned for 2016
All to be held at RSA House in London

28-29 April Africa Investment Exchange (AIX): Gas

9-10 June Mena Investment Exchange: Power & 
      Renewables

29-30 September AIX: Transport

17-18 November AIX: Power & Renewables

CbI Events

30 November-11 December: COP21, Paris
French President François Hollande and foreign minister Laurent Fabius
will preside over the UN Conference on Climate Change’s 196 parties,
at least when the COP21 talks’ global leaders are present. All have
confirmed their participation following the Paris terrorist attacks. 

Many groups, including Abu Dhabi-based International Renewable
Energy Agency (IRENA), are holding side meetings (away from the
Paris-Le Bourget site), while the World Bank Group and other major
players are expected to unveil major new financing and policy initiatives.

bruno@cbi-meetings.co.uk
http://archive.crossborderinformation.com/Article/Egypt+Eni+amends+concession+agreements.aspx?date=20151119#full
http://archive.crossborderinformation.com/Article/Sonatrach+attempts+reform+in+face+of+political+and+cultural+headwinds.aspx?date=20151119#full
http://archive.crossborderinformation.com/Article/Morocco+%EF%BB%BFEBRD+supports+ONEE+hydro+and+regional+renewables.aspx?date=20151119#full
http://www.terrapinn.com/conference/middle-east-investment-summit/index.stm
http://www.iranoilgas-summit.com/summit/
http://saudiwaterelectricity.com/?utm_campaign=media-partner&utm_source=gulf-state-news&utm_medium=listing
http://www.basraoilgas.com/
https://www.chathamhouse.org/conferences/middle-east-and-north-africa-energy
 Skip to navigation
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Risk management report: Bahrain

POLITICS: The Al-Khalifa family came to power in 1783, driving the Persian
empire from the archipelago. The British empire, interested in maritime trade
routes, entered into an alliance with the Al-Khalifa in 1820; only in 1971 did
Bahrain declare independence. A new constitution provided for a fully
elected parliament, which was formed in 1973 but disbanded in 1975 after it
fell out with the ruler; after a period of repressive rule, a partially elected
body was reinstated in the 2002 constitution. However, in a polity where the
Sunni royal family rules over a majority Shiite population, power lies
primarily with the executive; the preponderance of Al-Khalifa in key
positions blurs lines between the state and ruling family. King Hamad Bin Isa
Al-Khalifa succeeded his father in 1999 and declared himself king of a
constitutional monarchy in 2002. 

Following mass protests demanding political change in 2011, Bahrain plunged
into political crisis in which predominantly Shiite opponents challenged Al-
Khalifa rule. Saudi Arabia led a Gulf Co-operation Council intervention, and
dozens of people have since been killed in clashes with security forces. Those
arrested and tried include leaders of Al-Wefaq and the other main opposition
‘societies’. Attempts to negotiate have failed, and low-level violence continues.
The Al-Khalifa are supported by Saudi Arabia and western allies, including the
United States, whose Fifth Fleet is based in Bahrain. 

ECONOMY: Strategically positioned on trade routes and favoured with abundant
water, dates and pearls, Bahrain has long been a desirable location. The pearling
industry collapsed in the late 1920s but in 1932 Bahrain became the first Gulf
state to find oil, providing independent income for the royals, and limiting the
leverage of merchant families. However, these limited oil resources are expected
to run out in less than a decade, leaving Bahrain dependent on Saudi Arabia’s
willingness to allow it to drill the offshore Abu Safah field. Dependent on
investment, most sectors have been opened to foreign ownership. More than half
the 1.3m population are expatriates, mostly Asian workers – despite high levels
of unemployment among poorer Shia Bahrainis. The ranks of citizens are being
boosted by the accelerated approval of nationality for Syrian and other Sunni
Arabs, especially those in the security forces.

An economy in which the financial sector is especially important is
recovering from the property crash and global financial crisis of 2008-09, and
the uprising of 2011. But growing confidence is offset by the fall in oil prices
since Q4 2014. The government deficit rose to BD410.1m ($1.09bn) in
2013; according to the International Monetary Fund’s most recent Article IV
consultation – which showed that, as of 2014, the government needed a
$126/bbl crude price to break even on its fiscal obligations, which is now
unsustainable. More subsidy cuts and price increases will follow.

MILITARY BASE: Bahrain’s importance as a strategic ally to the west has been
underlined by the start of work on the UK’s new Royal Navy facility at Mina
Salman port. Foreign secretary Philip Hammond on 1 November attended
the ground-breaking ceremony with his Bahraini counterpart Sheikh Khalid
Bin Ahmed Al-Khalifa. The $23m HMS Juffair base marks a strategic shift for
the UK, which formally withdrew from its major Gulf military bases as it
retrenched from ‘east of Suez’ in 1971. The base, mainly funded by Bahrain, is
designed to tackle regional security threats; it is expected to accommodate
new Queen Elizabeth-class aircraft carriers and Type 45 destroyers. 

SUBSIDIES: More subsidy cuts are planned and the government intends to
impose charges for its services next year to boost revenues hit by the low oil
price, industry and commerce minister Zayed Bin Rashid Al-Zayani told
Reuters. “We have already started cutting subsidies and we are now looking at
others – electricity, fuel, those are next year,” he said in Abu Dhabi on 17
November. Revenues have dropped 60%-70% because of the low oil price,
Zayani said. In October, meat subsidies were removed; in April, the price of
natural gas sold to industry rose.  

HUMAN RIGHTS: An investigation by US-based advocacy group Human
Rights Watch has found the security forces continue to torture detainees using

methods identical to those documented by Bahrain Independent Commission
of Inquiry (BICI) investigators in 2011. HRW’s report, published on 23
November, said a lack of information on investigations and prosecutions – and
with no prosecutions for torture in cases relating to political unrest –
supported the conclusion that the authorities have not done enough to tackle
what the BICI had described as a “culture of impunity” in the security forces.
The HRW report, based on interviews with detainees, said the US and UK
should insist that Bahrain invite the UN special rapporteur on torture to visit,
to “facilitate a truly independent and fully transparent assessment of the
effectiveness of Bahrain’s anti-torture efforts”. HRW called on the US to
impose restrictions on arms sales and the UK to suspend funding, support and
training for security service reform until Bahrain enacts and complies with its
key recommendations.

FIFA: Sheikh Salman Bin Ibrahim Al-Khalifa has emerged as a serious
candidate for the Fifa presidency, underlining the Bahraini royal’s position as
a powerful player in international sport but also adding to scrutiny of his
alleged role in the crackdown on dissent. Sheikh Salman is president of the
Asian Football Confederation and, in Q4 2014-Q1 2015, chaired the Fifa task
force that decided Qatar could host the 2022 World Cup in winter. He is a
grandson of late ruler Sheikh Salman II Bin Hamad Al-Khalifa (r. 1942-62).

GSN Risk Grade – C3ò: UK base construction highlights strategic relations

Overview 

Recent developments

Factbox
• HEAD OF STATE: King Hamad Bin Isa Al-Khalifa (2002, emir since
1999) 
• HEAD OF GOVERNMENT: Prime Minister Khalifa Bin Salman Al-Khalifa
(1971)
• POPULATION (2013): 1.3m (21% under 15)
• RELIGION: 81% Muslim (of which 65-75% Shia)
• PERCEIVED CORRUPTION RANK (2014): 49 (0-100, where 0 is highly
corrupt)
• PER CAPITA GDP (CURRENT PRICES, EST 2014): $28,424
• HUMAN DEVELOPMENT INDEX RANK (2013): 44 (of 187)
• OIL RESERVES (2014): 0.12bn bbls
• CURRENCY (DEC 2014): $1 = 0.38
Sources: UNDP, World Bank, IMF, Pew Forum, Transparency 
International, EIA, Central Bank of Bahrain

Selected economic indicators 

2013 2014 2015f 2016f 2017f

GDP (% ch)* 5.3 4.5 3.4 3.2 2.8

GDP ($bn)** 32.8 33.9 30.9 32.3 34.3

Gross nat savings*** 24.7 19.6 12.8 13.3 16.1

CPI inflation (% ch) 3.3 2.7 2.0 2.0 2.3

Gen govt total exp*** 28.5 30.2 32.6 32.0 31.6

Gen govt gross debt*** 43.5 43.8 66.7 77.8 85.9

Current a/c bal ($bn) 2.6 1.1 -1.5 -1.9 -1.9

* Constant prices, ** Current prices, *** % of GDP, f = forecast
Source:  IMF, World Economic Outlook Database, October 2015
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Risk management report: Yemen

POLITICS: Confronted by multiple humanitarian and security crises, Yemen
is on the verge of collapse and ‘failed state’ status (GSN’s political risk
category F). The transition period after president Ali Abdullah Saleh
relinquished power (after 33 years) in February 2012 never delivered on
promises of democracy and stability. President Abd-Rabbu Mansour Hadi
inherited a mess of competing and often violent factions, which he failed to
harness: southern secessionists continue to resist Sanaa’s rule, jihadist groups
are embedded around the country, old guard remnants refuse to relinquish
power and the Houthi movement (northern Zaidis allied with a resurgent
Saleh) captured Sanaa in September 2014. 

Saudi Arabia sees the Houthi Shiite insurgents acting as a proxy for Iran.
Zaidi sociology and Zaidiyyah attitudes to Islamic jurisprudence suggest a
more complex situation. In March, at Hadi’s request, King Salman Bin
Abdelaziz gave the order for Saudi jets to begin a campaign of airstrikes
against Houthi targets, which many analysts saw as an extension of the proxy
war with Iran. Despite talk of peace – and Riyadh’s reluctance to commit a
‘coalition’ ground army – the conflict shows no signs of abating. The conflict
is affording opportunities to extremist groups such as Al-Qaeda in the
Arabian Peninsula (AQAP), and Islamic State (IS or Daesh), which are
flourishing as the death toll rises and humanitarian crisis deepens.

ECONOMY: In the Arabian Peninsula’s poorest country, just under half of
Yemenis live on less than $2/day, while around 45% of the 25m pre-war
population had limited or no access to sufficient food, and 1m under-fives
suffered from acute malnutrition. Soaring food and fuel prices, the
breakdown of social services, massive population growth and inadequate
infrastructure have exacerbated this bleak situation, and there is a shortage of
donor funds (the World Bank closed in-country operations in March and
violence has forced out many aid agencies). After some promising signs of
growth under the Hadi government, conflict has pushed GDP downwards in
2015, when the International Monetary Fund predicts government debt will
represent 67% of GDP. Compounding its problems, Yemen is expected to be
the first country to run out of water.

In normal times, crude oil generates 70-80% of revenues and 90% of exports.
The government runs an expensive but poorly targeted system of subsidies,
which has led to massive fiscal deficits at times of low global oil prices. The
World Bank says that, barring new discoveries, and based on current
exploitation rates of around 300,000 b/d, crude reserves will be exhausted in
ten to 12 years. Yemen began exporting LNG in 2009 and has natural gas
potential and reserves of around 16.9tcf; but conflict has forced Yemen LNG
to declare force majeure. 

HADI’S RETURN: President Abd-Rabbu Mansour Hadi returned to the
southern port city of Aden from exile in Saudi Arabia on 17 November to
rally forces loyal to him and oversee a campaign to retake Taiz. It was not
immediately clear how long Hadi would stay; it was his second return since
the Saudi-led coalition retook Aden in July, and may not herald the
permanent return of his exiled administration from Riyadh. Reuters reported
a presidency official as saying Hadi would meet military officials to assess the
security situation and to oversee the merging of ‘resistance forces’ into the
army and security forces. Having escaped the early October attack on his
headquarters in Aden, Prime Minister Khaled Bahah was in Marib on 22
November after returning from a meeting in the UAE with Abu Dhabi
Crown Prince and deputy supreme commander of the UAE Armed Forces
Sheikh Mohammed Bin Zayed Al-Nahyan. The UAE is a key member of the
Saudi-led coalition trying to oust the rebel Houthis and their allies to restore
the Hadi administration. 

ISLAMIC STATE: IS has been gaining ground; among recent operations it
claimed responsibility for attacks in south-east Yemen on 20 November, when
dozens of army personnel were killed. The military had blamed AQAP for the
attack near Shibam, north of Mukalla (where the Al-Qaida affiliate is strong).
IS said multi-pronged attacks in Hadhramaut province killed 50 troops.

CASUALTIES: The United Nations says the conflict is continuing to take a
terrible toll on civilians. Some 2,500 civilians have been killed and 5,000
wounded, according to a UN spokesman. 

US ARMS SALE: The US has approved the sale of $1.3bn worth of bombs and
other equipment to Saudi Arabia, which the Defense Security Co-operation
Agency said on 16 November would augment its “capability to meet current
and future threats from potential adversaries during combat operations”.
Western powers seem increasingly disposed towards supporting the Saudi-led
campaign in Yemen, despite concerns over the humanitarian cost. Amnesty
International warned the equipment could be used to conduct “unlawful” air
strikes on Yemen, The advocacy group accused Washington of breaching the
Arms Trade Treaty, as the weapons could be used to target civilians. 

PEACE EFFORTS: Participants are preparing for UN-led peace talks, which are
scheduled to take place in Geneva this month. Hadi’s government announced
its delegation on 9 November. Yemeni ambassador to the UN Khaled
Alyemany expected talks to focus on Houthis’ “gradual withdrawal” from
Sanaa and other territory. Oman has played a positive role by sponsoring peace
efforts, with the Houthi delegation travelling to Muscat on 21 November for
pre-Geneva talks.  

GSN Risk Grade – Eò5ò: Talk of peace undermined by realities of war

Overview 

Recent developments

Factbox
• HEAD OF STATE: President Abd-Rabbu Mansour Hadi

• HEAD OF GOVERNMENT: Khaled Bahah

• POPULATION (2013): 24.4m (40% under 15)

• RELIGION: 99% Muslim (of which 35-40% Shia)

• PERCEIVED CORRUPTION RANK (2014): 10 (0-100 where 0 is highly 
corrupt)

• PER CAPITA GDP (CURRENT PRICES, EST 2014): $1,655

• HUMAN DEVELOPMENT INDEX RANK (2013): 154 (of 187)

• OIL RESERVES (2014): 3bn bbls 

• CURRENCY (DEC 2014): $1 = 214.9 Yemeni Rials

Sources: UNDP, World Bank, IMF, Pew Forum, Transparency International,
EIA, Central Bank of Yemen

Selected economic indicators 

2013 2014f 2015f 2016f 2017f

GDP (% ch)* 4.8f -0.2 -28.1 11.8 8.3

GDP ($bn)** 40.4f 43.2 34.9 41.9 47.9

Gross nat savings*** 5.0f 6.2 -2.9 2.7 4.7

CPI inflation (% ch) 11.0f 8.2 30.0 15.0 9.5

Gen govt total exp*** 30.8 27.8 19.8 23.0 24.3

Gen govt gross debt*** 48.2 48.7 67.0 60.6 59.7

Current a/c bal ($bn) -1.2f -0.7 -1.8 -2.3 -1.7

* Constant prices, ** Current prices, *** % of GDP, f = forecast
Source:  IMF, World Economic Outlook Database, October 2015



GSN View

The shooting down of a Russian combat aircraft over Turkey on 24
November is a dangerous – if predictable (GSN 1,002/14) – complication
in efforts to build international consensus on a strategy to tackle the Islamic
State (IS, or Daesh) challenge and to establish a sustainable peace in Syria. A
peace process that stabilises Syria might eventually spur a virtuous circle of
conflict resolution the Middle East and North Africa (Mena) region requires
as conflicts from Libya to Yemen drag on. A wider strategy that goes beyond
bombardment is urgently needed to rebuild Mena’s fractured states.

With one eye to the cameras, an angry President Vladimir Putin will take
some revenge on his Turkish counterpart Recep Tayyip Erdogan; Russian
tourists will stay away from Istanbul, and the Syria-based People’s Defence
Corps (YPG) and other Kurdish groups may receive previously unexpected
support, But Putin has a sufficiently well-tuned appreciation of his own
national interest to know that now is not the moment to relive the Cold
War’s chillier moments. Rather, with his cruise missiles launching from the
Caspian Sea, it could be time for Putin to accept that the world is no longer
treating Russia with disrespect, and that Moscow should reduce its mischief
and help build consensus in its international relations. 

Events may be conspiring to make it the right time for US President Barack
Obama to win that Nobel Peace Prize he was awarded in 2009. Following
on from the Iran nuclear deal and Cuban rapprochement, he can do that by
tackling Syria – the conflict one of his staffers called “the hardest thing any
of us have seen”. In the process, he might move away from the counter-
terrorism narrative that has dominated his presidency’s relations with Mena
to leave a more lasting legacy based on longer-term strategy. 

President François Hollande was already acting like a military commander
before the 13 November attacks in Paris led him to order strikes on IS in its
Syrian ‘capital’ Raqqa. In London, Prime Minister David Cameron has been
listening to a thoughtful parliamentary Foreign Affairs Committee chaired
by former diplomat Crispin Blunt on the need for a clear strategy before
bombing IS in Syria as well as Iraq. And faced with the uncomfortable

recognition that her euphoric open-door policy to refugees is foundering,
German Chancellor Angela Merkel seems ready to put Europe’s economic
superpower to work tackling the crisis within the region, as she suggested
with her renewed courtship of Erdogan, despite concerns over his increasingly
autocratic rule (GSN 1,004/4).

Putin was greeted in Tehran on 23 November by a smiling President Hassan
Rouhani, in a reminder that neither Russia nor Iran will easily give up
support for their enduring ally, President Bashar Al-Assad’s Baathist regime.
Their contribution of blood and treasure can’t be ignored, and other
stakeholders will also be loath to concede too much ground: Erdogan fears
Turkish and Syrian Kurds will gain momentum (GSN 998/19). Saudi Arabia,
Qatar and the UAE remain focused on Assad’s removal. 

But the terms for a potential deal are shifting, helped by Omani back channels
(GSN 1,004/1) and a recognition by all sides that the Syrian conflicts have
got out of hand, posing an incalculable threat to the Mena region (and
Europe)’s wider stability. The 30 October Vienna talks, energetically (as ever)
supported by US secretary of state John Kerry, succeeded in bringing Iran
and Saudi Arabia around the table in an enlarged International Syria Support
Group (ISSG). The second ISSG round on 15 November agreed to bring
together Syrian government and opposition representatives in formal
negotiations to be held under UN auspices; they even set a target date, 1
January 2016.

Back-stabbing will continue, but each of the ISSG stakeholders has an interest
in resolving the Syrian conflict, potentially to a degree that seemed
unimaginable only a few months ago. This makes a workable deal on Syria
possible if still far from likely, amid widespread recognition that sticking
plaster, counter-terrorism and humanitarian-focused tactics to counter Mena’s
deep-rooted problems have failed, with catastrophic consequences. From
GSN’s soundings of recent weeks in western, eastern and regional capitals,
there just could be sufficient appetite to make a Dayton-type peace
conference (which led to peace in the Balkans) work.

Opportunity beckons for Syria despite Cold War flashbacks
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