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A troubling
outlook for the
world economy

# Editorial

ndonesian President Joko Widodo is deeply con-
I cerned about the future of the global economy. In

his speech to the annual meetings of the Interna-
tional Monetary Fund and the World Bank in Bali last
week he warned that “relations between the major
economies are looking more and more like the Game
of Thrones,” the dystopic fantasy of a world in constant
struggle between feuding dynasties. Worried that the
“situation might be more threatening than the financial
crisis 10 years ago,” Widodo implored the assembled
economic grandees to cooperate and avoid a future that
would inflict a “tragic price” on the “defeated” and the
“winners.”

While Widodo’s warnings were more colorful than
most, he is notalone in his concern. Even though the
global economy looks set to continue its expansion,
there is mounting anxiety about geopolitical risks. The
list of potential dangers is well known, but there is also
fear of “black swans” that could trigger a downturn.
Leaders must reaffirm their commitment to the prin-
ciples that have enabled and sustained growth, and
reinforce global economic institutions and mechanisms.
Surprisingly, that is easier said than done.

The IMF expects the world economy to expand 3.7
percentin 2018 — the same as 2017 —but thatisa
decrease from 3.9 percent expansion forecast in July. The
U.S. economy is projected to grow 2.9 percent, the largest
increase since 2005, but it will slow to 2.5 percent next
year as momentum injected by the Trump tax cuts fades.
China will grow 6.6 percent this year, but that pace will
drop next year to 6.2 percent, the slowest rate since 1990.
Japan’s economy is forecast to expand 1.1 percent this
year — there was no change in the forecast — and slow
to 0.9 percentin 2019. World trade is slowing, though:
The IMF projects global trade to expand 4.2 percent in
2018, a decrease from the 5.2 percent growth of 2017, and
slowdown from the 4.8 percent predicted in July.

The reasons for the headwinds are well known. There
are the tariffs that U.S. President Donald Trump has
imposed on most of the U.S.'s major trading partners
and the trade war that he seems intent on launching
with China. Thus far, the two countries have declared
sanctions on $360 billion of goods, and there is no sign
that either is looking to back down, although there are
reports that Trump may meet Chinese President Xi
Jinping at the Group of 20 summit in Argentina next
month. Even that is unlikely to accomplish much as the
U.S. demands go to the heart of China’s industrial policy
and Xi cannot afford much in the way of compromise.

In Europe, Brexit has already begun to roil markets
and economies, but the European Union is also keeping
a close eye on Italy, where the government is intent on
expanding its budget and busting the EU’s limits on defi-
cits. IMF officials warned that it is “not the time to relax
fiscal policy” in Rome, but the Italian finance minister
countered that any fiscal expansion was “limited.”

In Asia, there are concerns that Japan’s decision to
follow through on plans to increase its consumption
tax, while welcome for long-term stability, will jolt an
already slowing economy. South Korea’s sluggish econ-
omy and hidden debt in China are also ringing alarm
bells. Economists worry that the prospect of capital flight
from emerging markets is evolving from a concern for
a few specific countries to a more general and broad-
based phenomenon. In addition, there is worry about
the transparency of debt and the prospect of excessive
burdens as a result of China’s “Belt and Road” initiative (a
charge that Chinese officials vehemently deny).

In addition, there is the erosion of faith in institutions
designed to manage the global economy, especially the
World Trade Organization. This is part of a more general
assault on the norms and principles that have guided the
global economy for decades, attacks that have often orig-
inated in Washington. Trump’s criticism of the Federal
Reserve, which he called “out of control” last week after it
raised interest rates, is emblematic of this mind-set.

Finally, there are unforeseen risks that could have dev-
astating impacts. For example, Saudi Arabia has report-
edly threatened to slow oil production and push prices
through the roof'if it is punished for alleged murder of
journalist Jamal Khashoggi, a sequence of events that no
one could have envisioned even a week ago.

While combating the unknowable is a difficult assign-
ment, dealing with these challenges is rather simple. As
IMF Managing Director Christine Lagarde noted, there
are “risks to the principles and institutions that underpin
international cooperation, which has delivered so many
benefits for so many people for so many years.” That
cooperation must continue if the world is to weather
these uncertain times. Debt must be controlled, currency
and trade wars rejected. In simplest terms, she urged
member countries to “de-escalate and please dialogue.”

How much do we know about Saudi Arabia?

Kuni
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One of Saudi Arabia’s most prominent jour-
nalists has been missing since Oct. 2. He was
last seen entering the building of the Con-
sulate-General of Saudi Arabia in Istanbul.
Turkish officials and media say he was mur-
dered inside the consulate, while the govern-
ment in Riyadh fiercely denies the reports.

Washington seems to be divided. The
mainstream media as well as Congress are
deeply concerned about this potentially
brutal human rights abuse, even warning
of severe sanctions against the oil-rich des-
ert kingdom. The Trump administration is
stillambiguous about what kind of punitive
measures it will take if and when Saudi Ara-
bia’s involvement is confirmed.

Seen from Tokyo, I would say nobody
seems to have grasped the entire picture of
this incredible incident.  am a former Ara-
bic language officer at the Foreign Ministry.
Although I was never stationed in Saudi
Arabia, my minimum knowledge about the
kingdom and the Middle East raises the fol-
lowing questions.

1. Is his family name Khashoggi?

English-language media spell his name
“Jamal Khashoggi,” probably because he uses
that spelling. The Japanese media follow
their Western counterpart and pronounce
the name “KA-SHO-GI.” They are wrong. If
you know Arabic, you don't call his name
like this. His family name is pronounced
“Khaa-shug-jee” in his native language.

It was almost two weeks after he disap-
peared in Istanbul when CNN finally started
changing the pronunciation of his family
name from “Kha-show-guee” to “Kha-shug-
she,” still close but no cigar. You may say it is
just a pronunciation and you are probably
right. The question, however, does not end
here.

2.Heis not a dissident journalist.

Name pronunciation aside, who is Jamal
Khashoggi? Wikipedia describes him as “a
Saudi journalist, author, and the former gen-
eral manager and editor-in-chief of Al-Arab
News Channel” and “editor for Saudi news-
paper Al Watan, turning it into a platform
for Saudi progressives.” I don’t challenge that.

If you know the Khashoggi family in Saudi
Arabia, however, you will find him not just
an ordinary journalist critical of the royal

A security guard reaches out from the entrance of the Saudi Arabia’s consulate in Istanbul on Oct. 12.

Saud family. Khashoggi was born in 1958 in
the holy city of Medina (Al Madina in Ara-
bic). His grandfather, Muhammad, was a
personal physician to King Abdulaziz, the
founder of the kingdom.

Khashoggi is also a nephew of Adnan
Khashoggi, the famous arms dealer of Saudi
Arabia who was once reportedly involved
in the Iran-Contra scandal in the mid-1980s.
Some pundits called him a dissident in Saudi
Arabia. On the contrary, Kashoggi has been a
part of the establishment in the tightly closed
desert kingdom.

3. Why did he disappear?

The latest Washington Post report hints
that Muhammad bin Salman, the crown
prince of Saudi Arabia commonly known
as MBS, “ordered an operation to lure Jamal
Khashoggi back to Saudi Arabia from his
home in Virginia and then detain him,
according to U.S. intelligence intercepts of
Saudi officials discussing the plan.”

The report did not surprise me because it
was out of the fear of young and immature
MBS about a “threat from inside.” Khashoggi
knew too well about the royal family
and especially about the crown prince.
Something might have gone wrong when
Khashoggi was captured. He might have died
accidentally rather than intentionally.

4. How much did U.S. President Donald
Trump’s senior adviser Jared Kushner know
about the kingdom?

Nobody knows what really happened
inside the Saudi consulate. What is more
important, if the news reports are correct,
is what might have prompted MBS to try
such a gamble as luring Khashoggi back to
the kingdom and detain him. Why would a
smart prince like MBS think this would be
tolerated by the international community?

Some experts in Washington, especially
on the Democratic side, refer to Kushner
as “emboldening the Saudi Crown Prince.”

While nobody can prove the allegation,
many Middle East experts have been con-
cerned about the outcome of the “princeling”
diplomacy by Kushner and MBS.

It is unusual for the United States to have
neither U.S.ambassador to Saudi Arabia nor
Assistant Secretary of State for the Near East
and for the bilateral relations to be totally
dependent on the two crown princes. Even
if the two behave themselves, they are
too busy. And if they don't, it is extremely
dangerous.

5.Has Saudi Arabia changed under MBS?

Without doubt MBS is the last hope for the
future of Saudi Arabia. In the 1970s, when I
was sent to Cairo to study Arabic, the popu-
lation of the desert kingdom was estimated
around 6 million. Now it is 24 million and
the average per capita income has dropped
to almost a quarter of the 1970s level.

The kings and princes have long been
aware that this was coming, but little was
done to reverse the trend. The Saud mon-
archy has tried several times to change the
kingdom by introducing structural reform
plans for its oil-dependent economy and
dozens of job training programs for its all
civil-servant population.

Who knows? MBS may be no exception to
the rules in Riyadh or he could pull off a mir-
acle for the ailing kingdom. No matter what
happens in the future, the Khashoggi inci-
dent will be remembered as part of MBS’s
desperate attempts to change the kingdom
that his grandfather founded.

AP 6. What shall we do about this tragedy?
There is not much we can do about this
Thisisthe because the Saudi royal family would not
firstand admitthe crime, even if they had commit-
ted it. If they accepted the allegation, they are
b})grgoez?:)elgttfl(;f‘ afraid that it could be the beginning of the
. end of the legitimacy of the Saud family to
Crown Prince rule the peninsula as Custodian of the Two

Muhammad  Holy Mosques.
bin Salman Since the founding of the kingdom, the
asaleaderof Saudishavebeenalways “going my way”and
. wanting the rest of the world to “leave them
the klngdom alone.” If MBS wants to change this, he must
ofonce happy accept international standards and norms. If
Saudi Arabia.

he doesn'’t, the international community will
no longer tolerate such ego-centric behavior
on the part of Saudi Arabia.

This is the first and probably the biggest
test for MBS as a leader of the kingdom of
once happy Saudi Arabia.

Kuni Miyake is president of the Foreign Pol-
icy Institute and research director at Canon
Institute for Global Studies.

Jig is up for Riyadh: Khashoggi
case reshapes the Middle East

The fate of missing Saudi journalist
Jamal Khashoggi threatens to
upend the fundamental fault lines

in the Middle East

JAMES M. DORSEY
SINGAPORE
THE GLOBALIST

The fate of missing Saudi journalist Jamal
Khashoggi, assuming that his disappearance
was the work of Saudi security and military
officials, threatens to upend the fundaments
of fault lines in the Middle East.

At stake is not only the fate of a widely

Khashoggi’s respected journalist and the future of Turk-
fate ish-Saudi relations.
. . Khashoggi’s fate, whether he was kid-
Irrespective napped by Saudi agents during a visit to the
of whether he kingdom’s consulate in Istanbul to obtain
emergesalive proof of his divorce or murdered on its
oris proven premises, threatens to severely disrupt the
to have been U.S.-Saudi alliance that underwrites much
b rutally of the Middle East’s fault lines.
R A U.S. investigation into Khashoggi’s fate
murd?red’ IS mandated by members of the U.S. Congress
reshaplng the andan expected meeting between President
political map  Donald Trump, and the journalist's Turkish
ofthe Middle fiancee, Hatice Cengiz, could resultina U.S.
East. and European embargo on arms sales to

Saudi Arabia. Such a move would impact
the kingdom’s brutal proxy war with Iran
in Yemen.

It also would project Saudi Arabia as a
rogue state and call into question U.S. and
Saudi allegations that Iran is the Middle
East’s main state supporter of terrorism.

The allegations formed a key reason for
the United States’ withdrawal with Saudi
Arabia, the United Arab Emirates and Israeli
backing from the 2015 international agree-
Ament that curbed Iran’s nuclear program
and the re-imposition of crippling economic
sanctions.

They also would undermine Saudi and
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UAE justification of their 15-month old
economic and diplomatic boycott of Qatar,
which the two Gulf states, alongside Egypt
and Bahrain, accuse of supporting terrorism.

Condemnation and sanctioning of Saudi
Arabia by the international community
would complicate Chinese and Russian
efforts to walk a fine line in their attempts
to ensure that they are not sucked into the
Saudi-Iranian rivalry.

Russia and China would be at a crossroads
if Saudi Arabia were proven to be responsi-
ble for Khashoggi’s disappearance and the
issue of sanctions would be brought to the
United Nations Security Council.

Both Russia and China have so far been
able to maintain close ties to Saudi Arabia
despite their efforts to defeat U.S. sanctions
against Iran and Russia’s alliance with the
Islamic republic in their support for Syrian
President Bashar Assad.

A significantly weakened Saudi Arabia
would furthermore undermine Arab cover
provided by the kingdom for Trump’s efforts
to impose a settlement of the Israeli-Pales-
tinian conflict that would favor Israel at the
expense of the Palestinians.

Finally, a conclusive determination that
Saudi Arabia was responsible for Khashog-
gi’'s fate would likely spark renewed debate
about the wisdom of the international com-
munity’s support for Arab autocracy that has
proven to be unashamedly brutal in its viola-
tion of human rights and disregard for inter-
national law and conventions.

Meanwhile, Saudi Crown Prince Moham-
med bin Salman has suffered significant
reputational damage. Irrespective of
Khashoggi's fate, this raises the question of
his viability if Saudi Arabia were condemned
internationally and the stability in the king-
dom, a key tenant of U.S., Chinese and Rus-
sian Middle East policy.

The reputational damage suffered by
Prince Mohammed embarrasses UAE Crown
Prince Mohammed bin Zayed, who together
with his aides and representatives in world
capitals, worked hard to project his Saudi

PAGE: 8

CAI/NYTS

counterpart as the kingdom'’s future.

Saudi Arabia has so far done itself few
favours by flatly rejecting any responsibility
for Khashoggi's disappearance with no evi-
dence that the journalist left the consulate at
his own volition.

Asserting that claims that it was involved
were fabrications by Turkey, Qatar and the
Muslim Brotherhood, seeking to defame
Khashoggi’s fiance and supporters and refus-
ing to fully cooperate with Turkish investiga-
tors, has not helped either.

Saudi reluctance to cooperate as well as
the U.S. investigation and Cengiz's expected
meeting with Trump complicate appar-
ent Turkish efforts to find a resolution of
the escalating crisis that would allow Saudi
Arabia to save face and salvage Turkey’s eco-
nomic relationship with the kingdom.

Turkey, despite deep policy differences
with Saudi Arabia over Qatar, Iran, and the
Muslim Brotherhood, has so far refrained
from statements that go beyond demand-

ing that Saudi Arabia prove its assertion that
Khashoggi left the Istanbul consulate at his
own volition and fully cooperate with the
Turkish investigation.

Reports by anonymous Turkish officials
detailing gruesome details of Khashoggi’s
alleged murder by Saudi agents appear
designed to pressure Saudi Arabia to com-
ply with the Turkish demands and efforts to
manage the crisis.

The fate of the widely acclaimed journal-
ist, irrespective of whether he emerges alive
or is proven to have been brutally murdered,
is reshaping the political map of the Middle
East.

The possibility, if not likelihood, is that
he paid a horrendous price for sparking the
earthquake that is already rumbling across
the region.

Award-winning journalist James M. Dorsey
is a senior fellow at the S. Rajaratnam School
of International Studies in Singapore.



