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LONDON: The US air strike that killed a top command-
er of Iran’s revolutionary guard in Baghdad seems to
have been intended to restore strategic deterrence in
the aftermath of the assault on the US embassy in the
Iraqi capital.

The aggressive response implies the United States
still believes it has “escalation dominance” and Iran will
absorb the blow rather than trying to match it or risk
escalating the conflict further. Officially, the United
States remains committed to a policy of coercive diplo-
macy, steadily increasing economic pressure through
sanctions to persuade Iran to resume negotiations on
nuclear and regional security issues.

But Iran has refused to negotiate under sanctions
and tensions between the two countries have been
steadily increasing. The lack of movement on the diplo-
matic front has caused the focus to switch to military
operations as both sides try to increase their leverage
and force a resumption of negotiations on their own
terms. Qassem Soleimani’s killing is the latest incident in
the “shadow war” between Iran and its regional proxies
on the one hand, and the United States and its allies,
including Israel, Saudi Arabia and Britain, on the other.
The undeclared conflict has included attacks on tankers,
industrial sabotage, cyber warfare, assassinations and
hostage taking, as well as on US bases in Iraq and oil
installations in Saudi Arabia.

Oil market impact 
So far, sanctions on Iran’s exports and low-level mili-

tary confrontation have not had a lasting impact on the
oil market. In 2018, big reductions in the volume of
Iran’s exports as a result of US sanctions were offset by
increased output from Saudi Arabia and US shale pro-
ducers, ensuring oil supplies remained plentiful and
prices fell.

In 2019, attacks on tanker shipping in the Strait of
Hormuz and on oil installations in Saudi Arabia had only
a transient effect on prices because of plentiful shale
production and slack global oil consumption growth.
The increase in oil prices following Soleimani’s killing,
with front-month Brent futures up by around $2.50 per
barrel (4 percent), suggests oil traders think the pattern
will be repeated. The small rise in Brent indicates
traders are so far pricing in a low but non-zero proba-
bility of significant uncontrolled escalation across the
region disrupting oil supplies.

Escalation control 
Both countries insist they are prepared for a full-

scale armed conflict, while saying they do not seek it or
think it likely. Both have pursued a mixed strategy of
escalation (increased sanctions, attacks on oil infra-
structure) and containment. And both have signalled at
various times that they want to avoid provoking a full-
scale and uncontrolled confrontation.

The United States has pursued a policy of strategic
patience to give sanctions time to work, rather than
resort to heavy armed force, in the belief a weakening
economy will eventually force Iran to negotiate on more
favorable terms. The US government believes time is on
its side so there is no rush to bring the economic and
military conflict to a crisis, which could also weaken
support for its sanctions policy among its European and
Middle East allies. In turn, Iran has pursued its own ver-
sion of forward defense, trying to push the conflict away
from its own territory into neighboring states, and raise
the cost of sanctions on the United States and its allies.

Miscalculation risk 
Soleimani’s killing represents a serious escalation of

the conflict because he was identified as the architect of
Iran’s forward defense policy. It remains unclear why the
United States selected such a high-value target at this
particular point, especially since it will likely provoke
reprisals and impose some costs on US intelligence col-
lection efforts. Iran will likely review its operational
security and conduct a counter-intelligence sweep to
identify the source of information that enabled the
United States to locate its commander in real time. The
killing is likely to impose real costs but presumably the
White House and senior decision-makers decided they
were worth it to send a strong deterrence signal to Iran
and reassure regional allies about US resolve. It remains
unclear whether Soleimani’s killing will mark a shift in
the strategic calculations of either party. — Reuters

Oil jumps as 
uncontrolled 
escalation risk 
rises in Mideast

Lebanon’s economic crisis needs 
$20bn-$25bn bailout: Ex-minister 

BEIRUT: Lebanon needs a $20 billion-$25 billion bailout
including International Monetary Fund support to emerge
from its financial crisis, former economy minister Nasser
Saidi told Reuters on Friday.

Lebanon’s crisis has shattered confidence in its bank-
ing system and raised investors’ concerns that a default
could loom for one of the world’s most indebted countries,
with a $1.2 billion Eurobond due in March. Lebanon’s
politicians have failed to come up with a rescue plan since
Prime Minister Saad Al-Hariri quit in October after
protests over state corruption. Depositors and investors
say they have been kept in the dark about the country’s
dire financial situation.

President Michel Aoun said on Friday that he hoped a
new government would be formed next week. But analysts
say the cabinet to be led by Hassan Diab may struggle to
win international support because he was nominated by
the Iranian-backed Hezbollah group and its allies. Saidi
said time was running short, and that $11 billion in previ-
ously pledged support from foreign donors was now
roughly half of what was needed to mount a recovery.

“The danger of the current situation is we’re approach-
ing economic collapse that can potentially reduce GDP
(for 2020) by 10 percent,” Saidi said in an interview.
Economists have said 2020 is likely to register Lebanon’s

first economic contraction in 20 years, with some saying
GDP will contract by 2 percent.

Others have predicted a long depression unseen since
independence from France in 1943 or during the 1975-90
civil war.

Lebanese companies have laid off workers and busi-
ness has ground to a halt. A hard currency crunch has
prompted banks to restrict access to dollars and the
Lebanese pound trades a third weaker on the parallel
market, driving up prices.

“Our policymakers are not willing to recognize the
depth of the problems we have ... They need the courage
to tell the Lebanese population that difficult times are
coming,” said Saidi.

Credit ratings agencies have downgraded Lebanon’s
sovereign rating and the ratings of its commercial banks
on fears of default. Saidi said a $20-$25 billion package
could guarantee payment on some of the country’s pub-
lic debt, enabling it to restructure in a way that would
extend maturities and reduce interest rates. Saidi said
that would need support from the IMF, World Bank, and
Western and Gulf states. Hariri last month discussed the
possibility of technical assistance from the IMF and
World Bank, but there has been no public mention of a
financial package. — Reuters

Economy could contract 10% in 2020 without plan 

Russia no longer 
Finland’s sole 
gas supplier
RIGA: Russia is no longer Finland’s
sole gas supplier, as stored natural
gas has begun flowing to the coun-
try from Latvia through the new
Balticconnector pipeline.

Some of the gas stored in Latvia
itself comes from Russia, but there
are also other sources including
Norwegian supplies imported via
Lithuania, though the exact percent-
ages are not publicly available.  

The stored gas will also reduce
the likelihood that Finland will have
to make quick and expensive pur-
chases from Russia at times of
increased demand. “Russia is-and
will be-the main source of natural
gas consumed in the Baltic countries
and Finland. But the use of Incukalns
storage now gives Finland and
Estonia more leverage against
Gazprom, just like Latvia has always
had,” economic analyst Maris
Kirsons told AFP. 

“Utility companies can buy gas at
low prices, store it underground and
then use it whenever demand rises,
avoiding paying Russia high prices
on the spot.” Estonia’s electricity
and gas system operator Elering
said in a statement that gas began
flowing from Latvia’s underground
storage facility in the central village
of Incukalns to Finland via Estonia
on January 1.

Much of Incukalns’s stored gas
comes from Russia, but there are

also other sources, including Latvian
biogas producers and Lithuania’s
floating LNG terminal in the port of
Klaipeda, which buys the gas from
countries including Norway, the
Gulf States and the United States. 

The Balticconnector project cost
around 250 million euros ($279 mil-
lion), with 75 percent of it covered
by the European Union.  Estonia and
Latvia’s pipelines have already been
connected for half a century. 

Fees for transporting gas from
one Baltic country to another have
also been scrapped, meaning that
gas can now flow throughout the
single market comprising Estonia,
Finland and Latvia with no extra
charges beyond pipeline and stor-
age costs. 

“Launching the single market
marks a major turning point for the
energy industry, demonstrating that
several countries are able to work
together to strengthen their energy
independence and work towards
more efficient use of infrastructure
on a transnational scale,” said Zane
Kotane, board chairwoman for
Conexus, the company that manages
Incukalns.

“In addition, the Estonia-Finland
interconnector... will put an end to
Finland’s isolation,” she told public
broadcaster LSM.   The Baltic
states’ heavy dependence on
Russian gas was partly reduced in
January 2015, when Lithuania
broke the Russian monopoly on gas
deliveries by launching the LNG
terminal in Klaipeda. Russia’s 2014
annexation of Ukraine’s Crimean
peninsula prompted the EU to
speed up its plans to cut depend-
ence on Russian gas. — AFP

Thousands march 
against pension 
reform in Paris
PARIS: Thousands of people demonstrated
yesterday against French President
Emmanuel Macron’s proposed pension
reforms which have sparked a month-long
transport strike.

Some protesters donned the yellow
vests which over the past year have
become symbolic of opposition to
Macron’s attempts at reforms he says will
rationalize France’s 42 separate pension
regimes into a single points-based system.
Unions reject the scheme saying it would
require millions of people to work beyond
the official retirement age of 62.

The marchers set off after midday from
the Gare de Lyon railway station in eastern
Paris behind a giant banner reading
“”Macron, withdraw your project; save and
improve our retirements,” heading for Gare
de l’Est, four kilometers (2.5 miles) to the
north, an AFP reporter said.

Reaching the opera house at Bastille
square, some demonstrators shouted “we
don’t want the grandfather clause” refer-
ring to proposals for new opera dancers to
lose the current generous pension benefits
enjoyed by older colleagues who can cur-
rently retire at 42. So far, more than 60
performances at the Paris opera’s historic
Garnier and modern Bastille stages have
been cancelled, leading to losses of more
than 12 million euros ($13.4 million) in tick-
et sales.

Several other professions, including
train drivers, also enjoy special pension
provisions. Macron wants to simplify the
system and is banking on support falling
for the strikers the longer the disruption
goes on amid what is now the longest con-
tinuous train strike in French history. A new
poll published Friday showed a majority of
61 percent still support the strike, although

that was five points lower than a December
19 survey, according to pollster Odoxa.

Unions have called another day of mass
demonstrations for Thursday, when teach-
ers, hospital workers and others are
expected to join the strike. 

The public transport headache has tak-
en a big bite out of holiday earnings for
shops in the capital, with revenues down
30 to 40 percent, according to the CMA
business federation.

Hardline unions are fighting an overhaul
that would rationalize France’s 42 separate
pension regimes into a single points-based
system which they say would require mil-
lions of people to work beyond the official
retirement age of 62. President Emmanuel
Macron made pension reform a key plank
of his election campaign, saying it would
be fairer and more transparent, particularly
for low earners and women.  But unions are
vehemently opposed to the proposed “piv-
ot age” of 64 until which people would
have to work to receive a full pension, and
the loss of early-retirement provisions for
some sectors-including the railways.

The CGT union has called a four-day
blockade of fuel refineries and depots

starting Tuesday, when talks between
unions and the government are to resume.
Two unions representing pilots and cabin
crew at Air France have called a strike for
next week, as have lawyers, physiothera-
pists and other self-employed workers who
have separate-and more advantageous-
pension schemes.

“We’re getting dozens of emails from
supporters every day,” CGT chief Philippe
Martinez said during a rally outside a Paris
department store Friday. 

War of wills 
In a New Year’s Eve address Macron

insisted that he would push ahead with the
reform, which will be presented to his cabi-
net on January 22 ahead of a parliamentary
debate. But he promised that people with
arduous jobs would still be allowed to
retire earlier —  a key sticking point in the
talks with unions.

Macron is hoping to win the battle of
public opinion, betting that support for the
strike will falter the longer the disruption
persists. “I support them... but the problem
is that this shouldn’t impact all the trans-
port lines,” Sonia Bergoz, a 59-year-old

nurse, told AFP at the Aulnay-sous-Bois
suburban train station northeast of Paris.
“You can’t do anything, go to work... you
can’t even go out. I’m getting tired of it,”
she said. 

However, a new poll published Friday
showed a majority of 61 percent still sup-
port the strike, although that was five
points lower than a December 19 survey,
according to pollster Odoxa.

Unions have called another day of mass
demonstrations for Thursday, when teach-
ers, hospital workers and others are
expected to join the strike. “The govern-
ment is engaged in a battle of attrition...
We are playing the exact opposite game-
we will continue to be strong,” said Eric
Challal, a 35-year-old employee at rail
operator SNCF who has been on strike
since December 5.

But he conceded that losing 30 days’
worth of pay and with little prospect of any
change was starting to be a concern.
Asked at the Gare du Nord station in Paris
how much longer he could hold out, he told
AFP: “I don’t really know.” 

“But for now, we are gritting our teeth,”
he said as he gathered with other strikers.
Although the number of strikers at the
SNCF and Paris transport operator RATP
has dropped sharply, travellers continue to
suffer extensive service disruptions. Most
Paris metro lines operate only at rush
hours, and a third of the country’s high-
speed TGV trains were cancelled on
Friday. It has become the longest continu-
ous train strike in French history, as well as
the longest by Paris Opera dancers and
other employees who enjoy special pen-
sion provisions. So far, 63 performances at
the Opera’s historic Garnier and modern
Bastille stages have been cancelled, costing
the company more than 12 million euros
($13.4 million) in lost ticket sales.

Jean-Marie Monnier, 57, said his cafe
Le Rallye du Nord has seen turnover “at
least 50 percent” lower than a year ago, a
loss he said was “comparable to the
attacks” of 2015, when jihadist strikes
scared many tourists out of Paris. — AFP 

PARIS: People hold a banner reading “On strike until withdrawal” during a demon-
stration called by French national trade union General Confederation of Labor (CGT)
against the pension reform yesterday in Paris. — AFP

SIDON: A flatbed truck, placed by an angry Lebanese client, blocks the entrance to his bank branch in the southern
Lebanese city of Sidon yesterday after the establishment refused to allow him to withdraw his savings. — AFP

CEO Tim Cook 
sees pay ebb 
along with Apple 
performance
SAN FRANCISCO: Apple chief Tim Cook
saw his annual pay slip to $11.6 million in
2019 after the company registered a weak-
er financial performance compared with
the previous year, according to documents
filed Friday. Cook, who took home $15.7
million in 2018, is paid a base salary of $3
million, in addition to a bonus and various
compensations.

His 2019 incentive bonus, which is tied to
Apple’s performance, tallied about $7.7 mil-
lion, and was calculated based on the fact
that Apple exceeded its sales target by only

28 percent. That compared with $12 million
in 2018, based on the company exceeding
its sales target by 100 percent, the filing
with the Securities and Exchange
Commission said.

Cook’s 2019 pay was also reported to
include another $885,000 worth of benefits,
most of which were for security and use of a
private jet. “For security and efficiency rea-
sons, the board requires Mr. Cook to use
private aircraft for all business and personal
travel,” the filing said.

Apart from his salary, Cook also saw
more than $113 million worth of Apple
shares become vested as part of his long-
term compensation as head of the firm,
according to the filing.

As iPhone sales have weakened, Apple
has been shifting to earnings from digital
content and services sold to the legions of
fans of its devices. Apple reported net
sales of $260.2 bi l l ion and operating
income of $63.9 billion for 2019, it said in
the filing. —AFP

CUPURTINO: In this file photo Apple CEO Tim Cook speaks on-stage during a product
launch event at Apple’s headquarters in Cupertino, California. — AFP


