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Assessing the market’s response to strike on Major-
General Qasem Soleimani 
Monday, January 6, 2020 
 
The death of Soleimani came at a time when his star was already 
falling in Iran. 
    
      First, the major-general’s strategy of building up aggressive military 
bases in Syria had suffered serious (perhaps total) destruction from 
Israel’s counter-offensive, in particular the so-called Operation House of 
Cards in Spring 2018.  The success of the Israeli attacks demonstrated 
that Russia President Putin was willing to squeeze his Teheran ally, 
despite the key role it had played in the sustaining of the Assad regime in 
Syria.   The huge cost of the Syrian “adventure” had become widely 
unpopular in Iran, even within parts of the mullah regime.   
 
      Second, the Iranian “puppet PM” in Bagdad, Abdul Mahdi, had been 
forced at end-November 2019 to announce his plans to resign, with the 
chief Shiite cleric in that country, Ayotollah Sistani, insisting on this, and 
Iraqi President Saleh (Kurdish) had confirming that he was quitting.  This 
followed the massacre by government forces of 400 demonstrators.  In 
Teheran there have been doubts about the strategy of the major-general in 
Bagdad; no doubt his entry into that country last week (apparently 
unauthorized by the Iraqi authorities but enabled by the pro-Iran militias), 
was to try to turn the tide in Iraq back in favour of Iran.  Incidentally, the 
ability of US drones and missiles to attack Iranian-backed militia bases in 
Iraq revealed a further flaw in the major-general’s strategy there. 
 
        Following the death of Soleimani, the general assumption has been 
that Iran will continue with its policy of controlling a span of 
neighbouring states via its militias sustaining regimes in power there.   
Continuation, though, is ambiguous.  For in Iraq the influence of Iran was 
receding, whilst in Syria, Iran has had to forego meanwhile its plans for 
building up aggressive capacity against Israel.   
 
How does Iran’s “crescent power” strategy in the region now 
change? 
 
     In Iraq there is the possibility that Iran will seek to sustain PM Mahdi 
in power despite his earlier resignation.  (Since end-October he has been 
PM of a caretaker government, whilst the various parties and factions 
agree on a successor).   That would only be possible if Teheran 
growingly immerses itself in a potential power struggle there and 
ultimately even in a new civil war (for example the Sunnis and Kurds 
may well resist such an outcome).   The US might seek to thwart such a 
strategy by extensive strikes on Iranian militia bases in Iraq.  
   
      There is a further consideration why Teheran might not go the full 
road in an aggressive Iraq strategy (aimed at its allies there retaining 
power).    An Iraq which is still nominally in an alliance with the US 
despite a large influence there (in Iraq) of Teheran is a useful route to 
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evading US sanctions on Iran (as has been occurring most notably in the 
oil sector, with widespread reports of Iran’s deep penetration of this).    If 
Teheran really succeeded in winning control of the Bagdad government, 
there is the risk that the US would impose sanctions also on Iraq.   
Indeed, President Trump has already threatened sanctions on Iraq were 
Bagdad to insist on withdrawal of US troops. 
 
Conclusion:  Iraq Is likely to remain a deeply conflicted state at risk of 
new civil war erupting.   But a take-over by Iran is implausible, not least 
because Teheran would not have the financial or human stomach to take 
on huge losses in any conflict with the Sunni minority and the Shiite 
factions which are hostile to Iran. In Syria, Teheran is likely to seek an 
extension of the present status quo and meanwhile not re-built up any 
offensive capacity there vis-à-vis Israel. 
 
The elephant in the room – impact on the Teheran-Moscow “axis”, 
with its extension lines to Pyongyang and Beijing 
 
       The alliance between Teheran and Moscow has not been perfectly 
harmonious by any means.  In part the frictions relate to concerns about 
Iranian-stoked potential dangers within Russia (think of the states in the 
South with predominantly Muslim populations); and there has been a 
parallel close relationship between President Putin and Israel PM 
Netanyahu. 
 
       Iran and Russia have had a common interest in sustaining the Assad 
regime in Syria.  And of course. Russia is the principle arms supplier to 
Iran (in addition to its key home-grown arms industry) and supplier to its 
nuclear industry.  In the past year Turkey has come closer to the Teheran-
Moscow axis (the presidents of Turkey, Russia and Iran agreed recently 
to a Syria pact which sanctioned the Turkish occupation of Northern 
Syria and ethnic cleansing of Kurds there).  Turkey has also been 
assisting the Maduro regime in Venezuela, itself critically dependent on 
Russia’s support and also with security input from Teheran.  
 
It is plausible that over coming months, the Russian-Iranian 
connection will deepen  
       
      What would Russia get out of this deepening?  
 
      First, to further complicate the geo-political situation of the US, 
always an objective, whilst adding to tensions between Germany and the 
US (already the German foreign minister is seeking talks with Iran).  
 
     Second, as Gary Kasparov once remarked, Putin has one interest in 
the Middle East, a higher oil price.    
 
     Underwriting Teheran’s aggression helps to keep the Middle East in 
deep crisis (near the verge of war).    And consistent with that objective, 
Putin would presumably favour Iranian revenge in the form of disruption 
of shipping lanes for oil exports from the Gulf.   Teheran would attack 
neutral shipping of third countries, never claiming responsibility, with the 



100 Pall Mall, London SW1Y 5NQ  |  Telephone +44 (0)203 995 4488 
macrohedgeadvisors.com  |  mha@macrohedgeadvisors.com 

 

 

aim of driving prices higher and inflicting global economic damage, short 
of a closing of the Hormuz Straits.  
  
China by contrast has no interest in higher oil prices. 
 
     Beijing, though, has scope to hedge itself here to some degree.   
 
     First there are clandestine cut-price oil shipments from Iran to China.   
 
     Second, China is growingly allied with Saudi Arabia (strange but 
true!), with Saudi obtaining arms and money (into Aramco) whilst China 
gets security of energy supplies.    Ultimately China is seeking alliances 
with both Teheran and Riyadh and is an enabler of recent talks between 
Iran and Saudi in diffusing their conflicted relationship (first of all 
regarding Yemen).    
 
     In line with this we might not see direct attacks (via proxies) on Saudi 
from Iran in the wake of the major-general’s death.  Beijing would be 
seeking to avoid this and China is key to Iran’s economic survival. 
 
The most focused area of Teheran’s response to the death of Major 
General Soleimani might well be its nuclear program.   
  
       Already Teheran has announced in response that it is no longer 
committed to respect the nuclear agreement signed with the six powers 
(the JPCOA).  (The six powers were US, France, UK, Germany, China 
and Russia; US now withdrawn).  In any case Iran had already started to 
roll back its compliance.   It has stopped short of demanding the 
withdrawal of IAEA inspectors.    
 
       So the cynic could say so far this is just public relations whilst 
Teheran is too fearful of making a sprint for the bomb for fear of inviting 
US attack.    
 
     The big question here is how much Teheran can do clandestinely (at 
sites perhaps undeclared) and whether Teheran is indeed closer to bomb 
(weeks rather than months) than many assume, or already has the bomb.    
       
In many ways this is the biggest war risk of all : if it emerges over the 
next year say that Teheran is crossing the threshold to becoming a 
nuclear power (or has already become a nuclear power). 
 
       Iran’s metamorphosis into a nuclear power could be the trigger to all 
out war in the Middle East, led by a strike on Teheran’s nuclear 
infrastructure by the US.  
 
      Related to these nuclear scenarios is the role of North Korea in 
providing key inputs to Teheran’s nuclear bomb program; there are 
related scenarios as to how the Trump Administration could reverse its 
present “dialogue policy” on North Korea, such as to rein back its 
cooperation with Teheran, including if necessary action against its China 
(and Russian) ally.  
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Bottom line for markets: 
 
Much of this scenario-building is surrounded by deep fog. 
But at least we can say that increase in geo-political uncertainty is not 
positive for world economic activity.  The fact that 10-year yields on 
inflation-protected T-bonds have fallen below zero is consistent with that 
concern. 
  
We might expect correspondingly that obsession of markets with the Xi-
Trump trade truce could fade.   
 
And under a range of alternatives the US could greatly extend its use of 
asset freezes as a weapon.  These could affect not just various Middle 
East nations but also China and Russia.  Official and private sector 
entities in anywhere likely to be effected by sanctions or asset freezes 
have increased incentive to move assets into gold. 
 
Correspondingly gold is the obvious asset to gain.    
   
A broader issue is whether this geo-political storm (even without taking 
the darkest form of forecasts) could be the trigger to sharp falls in 
speculative temperatures characteristic of markets scorched (as at 
present) by asset-inflation.   There are historical parallels to geo-political 
risk as the catalyst (think of the Japanese war against China as one trigger 
to the 1937 crash) but the sample size is small.        
 


