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L 

ebanon’s banking system, 
the country’s last bas-
tion of free market suc-
cess, appears to be in the 
middle of a spat between 

Hezbollah and the Lebanese gov-
ernment.

Despite a constitutional crisis 
that has left Lebanon without a 
president and the war in next-door 
Syria, Lebanon’s banks have re-
mained profitable, seemingly bul-
letproof like the central bank itself 
or indeed the Lebanese lira, which 
has not budged against the US dol-
lar in years.

Years of turmoil have created 
a unique banking system able 
to withstand regional and local 
shocks from political strife and 
wars, raising its central bank gov-
ernor to a level comparable to oth-
er heroes etched into the annals of 
the country’s troubled history.

That might explain why the sec-
tor is being eyed by Hezbollah as a 
subject that will pay dividends if 
attacked, verbally at least, by the 
Shia group.

Hezbollah leader Hassan Nasral-
lah is feeling the heat from a US bill 
passed in December that margin-
alises his party from entering the 
sector, either locally in Lebanon or 
internationally.

Most who know Hezbollah know 
that it is not interested in using the 
Lebanese banking system but that 
has not stopped Lebanese banks 

from being extra sensitive about 
being linked in even the slight-
est way with the party, which has 
had money-laundering scandals in 
recent years, snaring at least one 
Lebanese bank in its web.

A coterie of silver-haired Leba-
nese bankers is to visit the United 
States to reaffirm the commitment 
of Lebanon’s financial institutions 
to international resolutions aimed 
at combating money laundering 
and so-called terror financing, 
barely weeks after the ink dried on 
US President Barack Obama’s laws 
that tighten financial sanctions on 
Hezbollah.

The trip follows the US House 
of Representatives unanimously 
passing the Hezbollah Internation-
al Financing Prevention Act of 2015 
in December. It aims to prevent the 
party and “associated entities from 
gaining access to international fi-
nancial and other institutions”.

The law, drafted before Obama’s 
move to bring Hezbollah’s chief 
sponsor Iran into the fold of dip-
lomatic relations with the West, 
punishes any financial body that 
does business with Hezbollah and 
its backers.

Experts in Lebanon have been 
trying to fathom whether Nasral-
lah’s words were just the typical 
knee-jerk, anti-US rhetoric usually 
found in his firebrand speeches or 
there was something lingering be-
neath the surface.

Earlier in December, Nasrallah 
urged the Lebanese government 
to “protect” its citizens against US 
sanctions but stressed that Hez-
bollah neither channelled funds 
through Lebanese financial insti-
tutions nor had any money stashed 
in Lebanese banks.

The Lebanese delegation, led by 
Association of Banks in Lebanon 
Chairman Joseph Tarbey, is to visit 
Washington at the end of January, 
when meetings are scheduled with 
officials from the US departments 

of State and Treasury, as well 
as congressional members who 
drafted the law targeting Hezbol-
lah. Many of those representatives 
hail from hawkish groups that 
condemn Obama’s radical move 
to draw Iran into the international 
community.

The delegation is also to visit 
New York to meet representatives 
of correspondent banks. Critical to 
its activities is to assure the Ameri-
cans that Hezbollah — or any of its 
associates — can taint the spread 
sheets of Lebanese banks that are 
hooked into the global financial 
system. Its worries are that one 
incident could lead to Lebanese 
banks being ostracised by Wash-
ington.

It is very unlikely Lebanese 

banks would be hung out to dry, 
though. A senior source from Leb-
anon’s banking industry told lo-
cal media recently that “Lebanese 
banks are already subject to the 
independent monetary authority 
represented by the Central Bank 
of Lebanon and cannot violate in-
ternational laws because it would 
jeopardise their membership in 
the global financial system”.

The central bank continues to do 
a sterling job at keeping the lira sta-
ble and attracting deposits. Its gov-
ernor, Riad Salameh, is regularly 
serenaded as a presidential candi-
date based on his unique formula 
of sustaining the world’s highest 
inflation-adjusted interest rates to 
maintain a dollar peg that is key to 
luring funds. The trade-off is high 

borrowing costs but it is a price 
worth paying to keep the lira solid.

Could the same words be used 
when examining Hezbollah’s fi-
nancial and political accounts? It is 
the best kept secret in Beirut that 
party officials are on half salaries 
as the fruits of Iran’s boom econ-
omy — pitched at 3.8% growth for 
2016 — are pencilled in for years, 
rather than months, to come. In 
the meantime, expect some sour 
grapes.

Martin Jay is the Beirut 
correspondent for the Daily 
Mail and the founding editor 
of An-Nahar English (Lebanon) 
newspaper. 
Follow him on Twitter: 
@MartinRJay.

Hezbollah international financing targeted by US bill
Martin Jay

Lebanon’s Central Bank in Beirut.
Nasrallah urged the 
Lebanese 
government to 
“protect” its citizens 
against US 
sanctions.

News & Analysis Lebanon

Can Frangieh cut Lebanon’s Gordian knot?

A
fter 18 months 
without a president, 
Lebanon in Novem-
ber appeared to be 
moving towards a 
presidential elec-

tion. For now, however, that 
project has been frozen. Yet 
whatever happens, the presiden-
tial saga showed both the 
limitations and salutary effects 
of Lebanon’s sectarian power-
sharing system.

In May 2014, when Lebanon’s 
previous president, Michel Sulei-
man, stepped down, there was no 
consensus over a replacement. 
A leading Christian candidate, 
Michel Aoun, who is allied with 
Hezbollah, sought to be presi-
dent but was strongly opposed 
by a coalition of forces led by the 
Future Movement bloc of former 
prime minister Saad Hariri, which 
backed Aoun’s Maronite rival, 
Samir Geagea, leader of the Leba-
nese Forces party.

Because Aoun and his allies did 
not enjoy a majority and feared 
that an election might lead to a 
Geagea victory, he and his bloc 
boycotted the sessions. Hezbol-
lah, in solidarity with Aoun, and 
because the party did not want to 
fill the presidential vacuum, did 
so, too, along with another Shia 

ally. This prevented a quorum so 
there could be no election and 
Lebanon gradually sank into insti-
tutional oblivion.

For a time, the government of 
Prime Minister Tammam Salam 
was able to manage without a 
president. However, because the 
president always comes from the 
Maronite community, while the 
prime minister is a Sunni, the void 
undermined the sectarian balance 
of power in the state.

Soon, this created havoc as 
Aoun’s ministers, to raise the heat 
and facilitate Aoun’s election, de-
manded that all cabinet decisions 
be unanimous. They argued that, 
since the presidency was vacant, 
Christian ministers collectively 
represented the president and 
had a right to veto decisions.

This unruly, unconstitutional 
mechanism immediately broke 
down. Because the dispute was 
seen as affecting the political 
prerogatives of the Maronites and 
Sunnis, a compromise proved 
impossible. Lebanon’s sectar-
ian power-sharing system had 
reached deadlock.

By October, Lebanon seemed 
on the verge of collapse: There 
was no president, the cabinet was 
not meeting and parliament was 
in limbo. Regional powers, as well 
as the United States and France, 
were increasingly alarmed that 
the disintegration of the state 
was inevitable and could lead to 
sectarian conflict.

Amid fears that Lebanon 
would go the way of Syria and 
with jihadi groups active in the 
country, Saudi Arabia, the United 
States and France sought to fill 
the presidential vacuum. Sectar-
ian bargaining began to seek a 
solution.

The question was which Maron-
ite candidate could bring the 
different sides, and their regional 
sponsors, together. Aoun had so 
alienated the Sunnis that he faced 
a Saudi veto, therefore one from 
the Future Movement. Geagea, 
the candidate of the March 14 
Coalition, was equally unaccepta-
ble to Iran and Hezbollah.

A way out of the stalemate 
seemed possible when Hariri 
met Suleiman Frangieh in Paris. 
This appeared to presage a deal 
in which Frangieh would become 
president and Hariri prime min-
ister.

Frangieh is a Maronite from 
northern Lebanon who is allied 
with Hezbollah, as well as a per-
sonal friend of Syrian President 
Bashar Assad. Yet he is acceptable 
to Hariri and the Saudis because 
he has Maronite legitimacy and is 
not regarded as overtly hostile to 
the Sunnis.

The hinted-at Frangieh-Hariri 
arrangement sent shockwaves 
through the Lebanese system. 
Aoun resented that Frangieh, an 
ally, was trying to push him aside. 
Geagea was angry that Hariri 
had abandoned him in favour of 
a pro-Syrian candidate close to 
Hezbollah. Both sought to block 
a Frangieh presidency, seriously 
crippling its chances, though it 
was Hezbollah’s opposition that 
was decisive. The party said it 
would continue to back Aoun 
whatever happened.

More interesting was how the 
sectarian power-sharing system, 
which had led to a domestic 
standstill, for a time also offered 
an opening towards a resolution. 
Not that Lebanon’s system is 
anything but dysfunctional, but 
those condemning it are bound to 

be surprised by its flexibility.
This is one of Lebanon’s para-

doxes. As the Middle East faces 
sectarian conflicts in Syria, Iraq 
and Yemen, strangely enough the 
one country riven by sectarian-
ism has succeeded, until now at 
least, in maintaining the reflexes 
of sectarian compromise and 
coexistence. Partly that’s because 
of the nature of the system itself, 
which has institutionalised such 
behaviour.

Where other Arab countries 
with mixed sectarian populations 
had advocated a mythological 
Arab nationalism, one that al-
legedly replaced sectarian and 
tribal divisions with loyalty to a 
broader Arab nation, Lebanon ac-
cepted its sociological reality and 
built a system reflecting it.

 That is why, despite nearly 16 
years of civil war, the country 
remained one, even as once-cen-
tralised Arab states have broken 
apart, without any social contract 
to reconcile their different com-
munities.

But one should not go too far. 
Lebanon’s power-sharing system 
is good at generating stalemate 
but invariably outside interven-
tion is required to break the 
Gordian knot. For now, the knot 
holds.

Lebanon has been described 
as a “garden without a fence”. 
Doubtless it is but it’s a garden 
nonetheless, one whose eccentric 
system has allowed opportunities 
for conciliation, even when all 
hope was lost.
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