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Saudi Arabia will be
the big loser from the
plunge in oil prices
By Ian Bremmer

Oil prices stand at the intersectiOn
of geopolitics and the global economy. When
prices fall as far and as fast as they have
over the past two years—dropping some
$85 a barrel—shock waves are felt around
the world.

Vladimir Putin’s outsize personality
means that Russia could be highly vulner-
able to low oil prices. But while the country’s
economy will certainly take a hit, the impact
will be greater in the Middle East, especially
in an anxious and isolated Saudi Arabia.

In Russia, energy accounts for more than
50% of federal budget revenue and 18% of
national GDP. In Saudi Arabia, the state re-
lies on oil for about 80% of budget revenue,
and it represents 45% of GDP. The Russian
ruble floats freely, providing greater flexibil-
ity to manage shocks. The Saudi riyal, on the
other hand, remains pegged to the strength-
ening dollar.

It’s true that the Saudis still have more
than $620 billion in reserves, which they can
use to maintain stability. But that’s about
$100 billion less than they had last year.
Unless oil rebounds—a lot—Saudi Arabia’s
problems will grow.

Russia is also more stable politically. In
Saudi Arabia, concerns are growing that the
death of the current King could create open
conflict over the process of succession to a

new generation of princes. Meanwhile, Putin
enjoys an 85% approval rating, despite wors-
ening economic conditions.

Russia has a nuclear arsenal as the ulti-
mate guarantee of security against attack.
It also has a much more sophisticated mili-
tary capacity and better-trained personnel
than the Saudis, who have traditionally out-
sourced security to Washington. But the U.S.
now no longer needs nearly as much Saudi oil
as it once did, and the Obama Administration
is increasingly reluctant to get more deeply

involved in Middle
East hot spots.

At the same time,
the lifting of sanc-
tions on Iran, the
great Saudi rival,
will bring 1 million
new barrels of oil
per day to the mar-
ketplace, shifting
global market share,

and the Middle East’s balance of power, in
Iran’s direction.

Other producers are hurting too. Export-
ers like Nigeria, Brazil and Mexico will feel
the pinch. But those economies are better di-
versified and will sustain much less damage.
Others may have more to fear than the Sau-
dis. Venezuela relies on imports for virtually
everything except crude oil, and is closer to
the edge of major political and economic tur-
moil than any other oil producer.

But while Venezuela may wake up to find
its house on fire, Saudi Arabia, a declining
power at the heart of an increasingly combus-
tible region, risks burning down its neighbors’
houses too. It deserves close watching. •

ROUNDUP

Connecting the planet
Some 4 billion people, the majority of the world’s population, lack access to the Internet and are

excluded from the digital economy, according to a new World Bank study. Here’s a look at how
companies have tried to fill the void in the three countries with the lowest connectivity. —Tara John

CHINA
Alibaba founder Jack
Ma aims to close the
digital divide in China,
where over 700 mil-

lion lack access,
through “rural

e-commerce” centers
that help villagers

learn how to browse,
sell and buy online.

INDIA
Facebook’s Free
Basics initiative

would provide free,
limited Internet
access to some
of the 1 billion

unconnected Indians,
but India suspended

it amid concerns
about Net neutrality.

INDONESIA
Google’s Project Loon
will use hundreds of

giant helium balloons
floating in the strato-

sphere in a bid to
connect the 200 mil-

lion Indonesians,
many on remote
islands, who lack
Internet access.

Saudi Arabia
relies on oil
for about 80%
of budget
revenue, and
it represents
45% of GDP
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SPORTS
World tennis

authorities failed to
probe widespread
match fixing by at

least 16 top players
over the past decade,

according to new
reports. None were
named, but world

No. 1 Novak Djokovic
admitted declining

a $200,000 offer to
throw a 2007 match.

HEALTH
The U.S. Centers for
Disease Control and
Prevention issued
a travel warning
Jan. 19 urging

pregnant women to
delay visits to 14

Latin American and
Caribbean countries

and territories affected
by the mosquito-borne

Zika virus, which is
linked to birth defects.

ENVIRONMENT
2015 was the warmest
year ever recorded on
earth by the largest
margin on record,

the National Oceanic
and Atmospheric

Administration and
NASA reported on

Jan. 20. It’s the fourth
year in the 21st century

a new global record
has been set.
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