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Saudi Arabia moves closer to joining Chinese security club - Financial Times
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TotalEnergies strikes deal with Iraq to revive $27bn energy projects — Financial

Times — 5/4/2023

Israel political crisis could cut 2.8% a year from GDP, central bank warns —

Financial Times — 3/4/2023

The tragedy of Iraq, 20 years on — Financial Times — 23/3/2023
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Saudi Arabia moves closer to joining Chinese security club - Financial Times
29/3/2023

Saudi Arabia has taken a step towards joining a Chinese-led regional security and
trade club, as Beijing’s push for influence in the Middle East gathers momentum.

The kingdom will become a dialogue partner of the Shanghai Cooperation
Organisation after the move was approved by the cabinet on Wednesday, almost
three months after Chinese president Xi Jinping visited Saudi Arabia.

The SCO, a political, security and trade alliance set up in 2001 as a rival to western
influence, has eight full members: China, Russia, India, Pakistan and four central
Asian nations. Iran is expected to become a full member of the alliance this year
after signing a memorandum of obligations last September.

Other Middle Eastern states such as Qatar and Egypt — which like Saudi Arabia
have close military ties to Washington — are also dialogue partners of the SCO, a
first step to full membership.

When Xi met Saudi Arabia’s crown prince Mohammed bin Salman in Riyadh in
December, he hailed a “new era” in Beijing’s relationship with the Gulf. Two
months after the December meeting, Beijing brokered a deal to restore diplomatic
relations between Saudi Arabia and its regional rival, Iran.

The rapprochement helped to ease regional tensions and added momentum to
peace talks in Yemen, where a Saudi-led military coalition had been battling
Iranian-backed rebel Houthis.

But China’s involvement also underscored Beijing’s growing ambitions in a region
long considered a US zone of influence, as well as Saudi Arabia’s desire to
diversify its foreign relations.
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Chinese state media reported that Xi spoke with Prince Mohammed on Tuesday,
offering Beijing’s assistance in further Saudi-Iranian talks.

China is already Saudi Arabia’s largest trade partner, and the kingdom has been
investing more in the country. This week, it announced a joint venture with
Chinese companies to build a 300,000 barrel-a-day refinery in China, and an
agreement to acquire 10 per cent of a Chinese oil refiner for $3.6bn.

Washington has watched China’s advances in the Middle East with wariness, and
warned that some types of co-operation with Beijing could weaken their relations
with the US. It has raised concerns about the adoption of Huawei 5G technology in
the region, and put pressure on the United Arab Emirates into shutting down what
the US said was a Chinese security facility.

Recommended

News in-depthMiddle Eastern politics & society

Saudi Arabia-Iran detente: old foes stay cautious after decades of mistrust

Xi’s visit to Saudi Arabia in December came a month after President Joe Biden
vowed during a trip to Jeddah that the US would not abandon the region to China,
Russia and Iran.

But few analysts expect China to supplant the US, which remains the top military
and security partner for Gulf countries, despite such Gulf states expressing concern
that Washington has grown increasingly distant.

US relations with Saudi Arabia reached a low point last year after Riyadh led
moves by oil-exporting countries to raise production at a time of soaring inflation
and just before the US midterm elections. The White House threatened to reassess
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it relationship with Saudi Arabia, but Saudi and US officials say the crisis has
passed.

TotalEnergies strikes deal with Iraq to revive $27bn energy projects —

Financial Times — 5/4/2023

French oil major TotalEnergies and the Iragi government have struck a deal to
salvage a $27bn series of energy projects that are considered key tests of
Baghdad’s ability to attract hesitant foreign investors. The contracts, including
gas, oil and solar projects, had become bogged down in political negotiations at a
time when other oil groups had been scaling back operations in Irag. A stand-off
over the ownership structure looked at one point to be heading towards a
breakdown. But Total said on Wednesday that Iraq would take a 30 per cent stake
in the Gas Growth Integration Project (GGIP), aimed at developing resources in
the country, less than the 40 per cent Baghdad had been pushing for and slightly
more than the 25 per cent initially envisaged by the oil group. Total will have a 45
per cent stake, while QatarEnergy was confirmed as the new third party in the
deals, with 25 per cent. Emad Al-Alaqg, the energy adviser to Iraq Prime Minister
Mohammed al-Sudani, confirmed the agreed size of the stakes. The
developments under the GGIP are big infrastructure projects, including one to
recover flared gas, in effect wasted power, at several oilfields and supply
electricity generation plants, in a country often blighted by blackouts. Iraq has the
second-highest level of gas flaring in the world, as it lacks facilities to process it
into fuel for local consumption or exports. The contracts, which also cover a site
to treat seawater for injection into oil reservoirs and a big 1 gigawatt solar power
plant, were originally signed in September 2021, just before an election in Iraq
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that led to a year-long political deadlock and clashes on the streets. At the time,
Total envisaged the GGIP would be a $10bn investment — an amount confirmed
again on Wednesday, although the Iraqgi authorities say this will reach $27bn once
operating spending is included. In talks with the new Iraqi government formed in
October, however, wrangling over the size of Baghdad’s stake in the GGIP delayed
a deal. Iraq’s oil ministry was also not keen on the project’s renewables
components, people familiar with the negotiations told the Financial Times at the
time. The deal relies on a profit-sharing structure between the partners, with
revenues from the expansion of the Ratawi oilfield near Basra raising output to
help finance other projects. The stand-off reached a peak in February when Total
began to order some staff to leave Iraqg, where it already had operations, although
that decision was soon reversed and negotiations continued. In March, Total chief
executive Patrick Pouyanné indicated that the company could also lose its desire
to pursue the project after several Iraqi officials gave mixed signals about whether
it would see the light of day. Pouyanné told an investor presentation he needed
guarantees there would not be constant renegotiations. “For the time being, we
did not get it. If we don’t get it, to be honest, | cannot expose the company to a
mix of risks because we know there is a security situation, we know the
geopolitical situation,” Pouyanné told investors on March 21. Recommended
News in-depthlraq Crippling dollar shortage underscores vulnerability of Irag’s oil-
based economy Pouyanné was invited back to Baghdad last Sunday by the prime
minister to finalise the talks, according to Total and a person familiar with the
negotiations. Although Iraq is the world’s fifth-biggest oil producer, it has lost
major investors in recent years, with Shell leaving one oil development, while
ExxonMobil and BP are looking to exit others. Poor returns on some contracts and
years of instability, including during unrest last year, have added to problems for
foreign investors. In a cabinet statement on Tuesday, the Iraqgi government
confirmed the deal to take a 30 per cent stake in the GGIP, “due to the
importance of resolving the issue . . . and proceeding with concluding related
agreements”.
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Israel political crisis could cut 2.8% a year from GDP, central bank warns —

Financial Times — 3/4/2023

The fallout from the Israeli government’s controversial plan to overhaul the
judiciary could knock an average of 2.8 per cent annually off economic output
over the next three years, the country’s central bank has warned. The battle over
the plans drawn up by Israeli prime minister Benjamin Netanyahu’s hardline new
government — which would significantly weaken the powers of the judiciary —
has sparked the biggest wave of protests in a decade, and plunged Israel into its
deepest political crisis for years. After three months of demonstrations and a brief
general strike last week that closed banks, shops, ports and Israel’s Ben Gurion
international airport, Netanyahu agreed to postpone the reforms to allow time
for dialogue. However, several government officials have said in recent days that
if no agreement is reached by the time parliament reconvenes at the end of the
month, they will push ahead, raising the prospect of further protests and
disruption. In a forecast released with its decision to raise its benchmark rate
from 4.25 per cent to 4.5 per cent on Monday, the Bank of Israel said it had
modelled two scenarios “in view of the tremendous uncertainty due to the
legislative processes regarding the judicial system and their economic
implications”. In the first, in which the dispute over the overhaul was smoothly
resolved, the central bank forecast growth of 2.5 per cent this year and 3.5 per
cent in 2024. But in the second scenario, in which the judicial changes affected
Israel’s risk premium, exports, consumption and investment, the hit to GDP would
be between 0.8 per cent and 2.8 per cent per year on average over the next three
years. The central bank added that the second scenario was “accompanied by a
higher level of uncertainty than the standard forecast, regarding the intensity and
persistence of the shocks”, and that this was why it had decided to present the
forecast for a single three-year block. Government officials say the changes —
which would give the ruling coalition greater control over the appointment of
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judges and severely limit the top court’s ability to strike down laws — are needed
to rein in an overly activist judiciary.

But critics — who include former and serving security officials, former central
bank chiefs, technology sector executives and the political opposition — see the
plans as a politically motivated power grab that will undermine checks and
balances, pave the way for the evisceration of minority rights, foster corruption
and damage the economy. Israel’s Start-Up Nation Policy Institute think-tank said
on Sunday that venture capital investment in the country’s start-ups had dropped
to $1.7bn in the first three months of the year, the lowest quarterly figure since
2018 and down from a record first quarter of $6.7bn a year earlier. The sector’s
performance had been shaped by worsening global economic conditions and the
battle over Israel’s judicial overhaul, it said. “While it is impossible to separate the
two effects — the ongoing global recession and the domestic unrest — the
combination severely jeopardises the future of Israel’s high-tech sector.”

The tragedy of Iraq, 20 years on — Financial Times — 23/3/2023

The night President George W Bush announced to the world that a US-led
coalition was invading Irag, he said one of the aims was helping Iraqis to achieve
“a united, stable and free country”. Yet 20 years since the first tanks rumbled
across the border, the one thing that unites Iraqis is their sense of disillusionment
at the state of their beleaguered nation. It is true that Iraqgis have been able to
vote in multiple elections since the monstrous dictator Saddam Hussein was
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toppled in 2003. But after two decades in which they have suffered cycles of
horrific violence and years of inept, corrupt government, Iraq is neither a
functioning nor stable democracy. Successive elections have produced weak
coalitions made up of rival factions more interested in enriching themselves and
their patronage networks than developing the nation. The dominant political
forces are aligned to armed Shia militant groups, most of which are backed by
Iran. It is largely their whims that determine the country’s stability. Instead of a
liberated Iraqg showing “the power of freedom to transform the region”, as Bush
promised, the US-led invasion became a byword for a catastrophic foreign
intervention and the perils of pursuing regime change with no clear plan about
what comes next. Even worse, a war fought on a false premise that Iraq had
weapons of mass destruction damaged global trust in the US, and its claims to
moral leadership. The damage still reverberates today. The Iraq war opened the
door to neighbouring Iran to extend its influence across the region, shifting the
power dynamics of the Middle East and stoking sectarian tensions. A US army
study of the Iraq war released in 2019 concluded that “an emboldened and
expansionist Iran appears to be the only victor”. The ousting of Saddam, a Sunni,
empowered groups from the Shia majority, many with ties to the Islamic republic.
The weakness and chaos of the postwar state also provided the fertile terrain for
the birth of the Sunni jihadist group Isis. The US spent almost $20bn rebuilding

Iraq’s security forces between 2003 and 2011 after foolishly disbanding Saddam’s
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Ba’ath party and the army. When faced with a major threat, a 2014 blitz by Isis
across swaths of the country, the Iragi army mostly melted away. It took four
years of yet more conflict and the intervention of an international coalition to
drive the jihadis from their strongholds. Though the security situation in Irag has
now stabilised, governance has not improved. Youth unemployment is rife and
the state struggles to deliver basic services as ministries act as fiefdoms of
political factions. Despite the tens of billions of dollars spent on Iraqg’s
reconstruction, the oil-rich state suffers regular electricity outages, particularly in
the summer when temperatures soar past 50C. The militias affiliated to political
factions regularly intimidate and sometimes kill those demanding better of their
leaders. When frustrated young Iraqis took to the streets in 2019, more than 600
protesters were killed. At the latest parliamentary election, in 2021, just 36 per
cent of eligible voters cast a ballot, a damning indictment of Iragis’ despondency.
It is not uncommon to hear Sunnis and Shia complain that life was better under
Saddam. The only bright spot is the young generation of Iraqgis who aspire for a
better future: about 60 per cent of the population are aged under 25 and they
will, one day, drive change. Until then, the legacy of a badly planned and badly

fought war is the shattering of the Iraqi state and the fabric of Iraqi society.
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