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Weaponisation of the dollar marks
the end of an era
Sanctions,  quantitative  instruments  and  the  freezing  of
sovereign assets have destroyed the inherited order

 

For  decades,  the  global  financial  system  operated  on  a
fundamental assumption: US debt assets are risk-free.

Central  banks  and  sovereign  wealth  funds  relied  on  US
treasuries  as  the  ultimate  safe  haven,  supported  by  deep
capital markets and the stability of the post-World War II
international order.

That  era  is  over.  The  weaponisation  of  the  dollar,
unsustainable US fiscal policy, and the dismantling of rules-
based institutions have fundamentally altered the risk-return
profile of holding the US dollar.

For a central bank governor in the GCC or Beijing, holding US
treasuries is no longer about yield and liquidity – it’s a
question of national security.
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This  poses  significant  challenges  for  the  Gulf.  Regional
exchange rate policies are tied to the dollar, creating direct
exposure  to  American  monetary  policy  and  geopolitical
decisions.

Can they continue to anchor their currencies and park their
wealth in a system where the rules no longer apply equally,
where assets can be frozen on political grounds and where
inflation may be used to erode debt obligations?

The unravelling of the rules-based order
The  post-World  War  II  order  is  being  dismantled  in  a
disorderly manner. The US has launched military intervention
in Venezuela, imposed additional tariffs on countries “doing
business” with Iran, threatened sanctions on EU nations that
opposed  its  stance  on  Greenland  (since  walked  back),  and
formed a “board of peace” in Gaza – all while issuing threats
to Cuba, Colombia and Iran.

This  undermines  the  multiple  alliances  and  multilateral
institutions  that  underpinned  global  economic  growth  and
stability for decades. The foundation – symbolised by Bretton
Woods (the system that required countries to guarantee their
currencies’  convertibility  to  the  US  dollar),  the  United
Nations and the World Trade Organization – is crumbling.

The  growing  militarisation  of  external  relations  has  been
especially evident in President Trump’s second term.

The expanding use of sanctions, quantitative instruments and
the freezing of sovereign assets have destroyed the inherited
order and accountability. If the US dollar can be weaponised,
it ceases to be a risk-free store of value.

Ongoing  threats  to  Federal  Reserve  independence  further
undermine the credibility of US monetary policy and regulated
institutions. For the GCC, whose currencies move with the
dollar, this creates a dangerous dependency on increasingly
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erratic American policy.

Simultaneously,  the  US  fiscal  trajectory  is  becoming
unsustainable. The International Monetary Fund predicts its
debt-to-GDP ratio will climb to 143 percent by 2030, a level
historically associated with wartime and deep recessions. Debt
service costs alone – more than $1 trillion annually – now
rival the defence budget.

The government in Washington has four options: grow real GDP
(difficult in a mature economy), undertake fiscal reform to
raise  revenue  (politically  toxic),  repudiate  debt
(catastrophic) or inflate the debt away. Given the political
gridlock in the US, the likelihood is higher inflation and
fiscal dominance, with monetary policy geared to accommodate
government borrowing requirements.

The structural shift has begun
The  consequence  is  a  structural  shift  out  of  the  US
dollar. The share of dollar holdings in total foreign exchange
reserves slipped to 57 percent in the third quarter of 2025
(down from 70 percent at the start of the century).

Central bank gold purchases have surged, averaging 60 tonnes
per month – more than triple the pre-2022 pace – with gold
overtaking  the  euro  as  the  second-largest  reserve  asset
globally. Lower participation from domestic and foreign buyers
of  US  treasuries  has  raised  yields  on  10-year+  bonds,
reflecting a higher risk premium demanded by the market.

A multipolar international trade and financial infrastructure
is emerging, reflecting a shifting centre of gravity towards
Asia and a pivot to China. This transition will require deep,
global structural shifts.

In Europe, the pressure for an EU fiscal union will intensify.
Europe must create a unified, broad, deep and liquid eurobond
market to create a safe asset rivalling the dollar. China is



accelerating the development of the yuan market.

China’s Cross-Border Interbank Payment System (known as CIPS)
is expanding as an alternative to Swift, enabling trade to
bypass Western chokepoints. While the yuan is not yet fully
convertible, it is being increasingly used in bilateral trade,
especially for oil and commodities.

Nations are increasingly settling trade in national currencies
–  rupees,  dirhams,  riyals  –  bypassing  the  dollar  as  the
vehicle.  The  fragmentation  reduces  efficiency  but  protects
sovereignty.

Technology accelerates the transition 
Technological  innovation  is  acting  as  an  accelerant.  E-
finance,  digital  asset  markets  and  central  bank  digital
currencies (CBDCs) are creating new avenues independent of the
US banking system.

A  wholesale  CBDC  network  such  as  the  mBridge  project  –
connecting central banks from Asia to the Middle East – allows
instantaneous cross-border settlement without involving a US
correspondent bank, neutralising America’s ability to sanction
financial flows.

As US assets become riskier, non-US assets – particularly in
emerging market economies, China, India, the Brics+ bloc and
the GCC – become relatively more attractive. Sovereign wealth
funds in the Middle East and Asia are already diversifying
their portfolios.

For the GCC, this implies diversifying asset holdings and the
underlying  currencies  used  in  trade  and  financial
transactions.  Regional  currencies,  such  as  the  dirham  and
riyal, could eventually become reserve assets for their trade
partners.
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“Syria  at  the  crossroads:
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The article titled “Syria at the crossroads: From sanctions
and collapse to redevelopment and reintegration” appeared in
the print edition of The National on 18th July 2025 and is
posted below.

 

Syria at the crossroads: From sanctions
and  collapse  to  redevelopment  and
reintegration

Nasser Saidi 
The  pre-2011  Syrian  economy,  while  facing  structural
challenges, was that of a lower-middle-income country with a
functioning industrial base, a significant agricultural sector
and nascent potential in tourism and services.

That reality was devastated by 14 years of war, violence and
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sanctions, emerging into a drug-based Captagon economy. Its
gross domestic product contracted by more than 50 per cent
from its pre-war peak (by 83 per cent if one uses night-time
light estimates) between 2010 and 2024.

Half  the  pre-war  population  has  been  forcibly  displaced,
representing  lost  generations  of  economic  output  and
potential. About two-thirds of the current population lives in
poverty (earning less than $3.65 per capita a day), and more
than half the population faces food insecurity.

The directly visible indicator of the devastation was the
collapse of the local currency (from 47 Syrian pounds per US
dollar in 2010 to 14,800 by the end of 2024), as growing
budget deficits were financed by the monetary printing press
and people shifted into foreign currencies to hedge against
near-hyperinflation.

The removal of US sanctions and of Syria’s “designation as a
state sponsor of terrorism” is strategically important. The
decision was followed by the EU passing legislation to lift
all sanctions, thereby enabling Syria’s reintegration into the



international economic and financial community.

The Gulf and other Arab countries are steadily bringing Syria
back  into  the  fold,  restoring  long-disrupted  economic  and
financial  relations.  Saudi  Arabia  and  Qatar  have  settled
Syria’s arrears to the World Bank, pledged to fund public
sector restructuring and rebuild energy infrastructure, signed
agreements for major infrastructure and power projects, and
the resumption of airline services. Iraq has reopened a main
border crossing, and DP World has signed an $800 million deal
to develop Tartus Port.

Sanctions removal allowed for Syria’s renewed participation in
the SWIFT payment system, reactivating formal channels for
international  trade,  remittances  and  financial  flows,
delivering  a  powerful  antidote  to  the  scenario  of
hyperinflation  and  a  dominant  illicit  sector.

The  removal  unlocks  a  multistage  recovery  process,
sequentially addressing the critical deficits in liquidity,
capital and strategic infrastructure investment that currently
paralyse the country.

Transparent reforms urgent
However, the success of this pathway will be contingent on the
implementation  of  credible  and  transparent,  domestic,
structural  and  institutional  reforms.

Syria needs a comprehensive IMF programme and support from the
Arab Monetary Fund and Gulf central banks (possibly through
central bank swaps and trade financing lines).

The institutions of the central bank, banking supervision and
AML/CFT need to be rebuilt. A new monetary and payment system
has to be established.

The banking and financial sector has to be restructured, and
banks  recapitalised,  while  allowing  for  private  banks



(including foreign) to re-emerge. The Syrian pound should stay
floating  until  macroeconomic  stability  has  been  restored,
including through fiscal reform and access to international
finance for trade.

Importantly, the government and central bank need to rebuild
the statistical system for evidence-based policymaking; one
cannot govern, reform, regulate and manage what one does not
know.

Removal  of  sanctions  will  allow  transfers  and  remittances
through  formal  channels  from  the  large  Syrian  expatriate
community,  a  lifeline  for  returning  families,  as  well  as
financing reconstruction of housing and businesses.

Restoring the banking system means less reliance on the use of
cash – helping to revive the formal economy as compared to the
dominant informal economy, and also combating money laundering
and terrorist finance associated with the production and trade
of drugs. Remittances and capital inflows would allow the
Central  Bank  of  Syria  to  rebuild  its  foreign  currency
reserves,  stabilise  the  forex  market  and  restore  monetary
stability to control inflation.

The removal of sanctions will also lower the prohibitive risk
premium associated with Syria and open the country for the
much-needed  foreign  direct  investment  to  stabilise  the
economy, and for broader reconstruction funding.

The Damascus Securities Exchange, now operational again, could
evolve  from  a  symbolic  entity  into  another  channel  of
financing, allowing the government and Syrian businesses to
tap into local and international capital for the first time
since 2009.

Tapping energy potential
The country’s substantial, largely unexploited, onshore and



offshore oil and gas reserves could become an important source
of reconstruction finance and job creation. Strategically and
importantly, the removal of sanctions would allow oil and gas
pipelines to be reopened, and new ones built; pre-civil war,
Syria produced up to 400,000 barrels a day of crude versus
between 80,000-100,000 bpd this year.

Reactivating  existing  wells  and  oil  export  infrastructure
could become a major source of revenue and foreign exchange,
dramatically improving Syria’s fiscal position and its ability
to  reconstruct  the  devastated  country,  and  bring  in
international  funding.

New  pipelines  linking  oil  and  gas  from  the  Gulf  (notably
Qatar, Kuwait and Saudi) and Iraq to the Mediterranean would
provide a strategic alternative to maritime routes through the
Straits of Hormuz and Red Sea.

Azerbaijan and Syria signed a preliminary agreement on July
12, pledging co-operation in the energy sector – to enable
export of gas from Azerbaijan to Syria, through Turkey – and
help in rebuilding Syria’s energy infrastructure.

Over the medium and longer term, a new, transformative energy
infrastructure and map linking the hydrocarbon-rich regions of
the Gulf and Iraq to the Mediterranean coast can be developed:
a major building block in stabilising and helping to redevelop
Syria.

The lifting of sanctions is a critical initial step supporting
Syria  in  emerging  from  a  vicious  cycle  of  destruction,
economic collapse and illicit activity into a virtuous circle
of reconstruction, redevelopment, regional and international
reintegration.

The realisation of this road map requires a commitment from
Syria to undertake essential reforms in governing, the rule of
law and institutional transparency. Only then can the country
hope to attract and retain the human and financial capital



needed to rebuild its economy, regain investor trust, and
reclaim its historic role at a vital geostrategic crossroads.

 

Nasser Saidi is the president of Nasser Saidi and Associates.
He was formerly Lebanon’s economy minister and a vice-governor
of the Central Bank of Lebanon. 

Interview  with  CNBC  on
Lebanon’s economic crisis, 15
Oct 2020
Dr.  Nasser  Saidi,  Lebanon’s  Former  Minister  for  Economy,
weighs in on the country’s current economic and political
peril in his interview with Hadley Gamble on CNBC’s “Capital
Connections” program, aired on 15th Oct 2020.

Comments on the Caesar Act in
The National, 27 Jun 2020
Dr. Nasser Saidi’s comments on the Caesar Act appeared in the
article titled “Lebanon braces for ‘pain’ of Caesar Act amid
financial meltdown” in The National’s 27th June 2020 edition.
The comments are posted below.
 
Because  of  the  close  historical  ties  between  Lebanon  and
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Syria, the law will make business between the two countries
“more  problematic  and  expensive”  and  “hurt  Lebanon”,  said
Nasser  Saidi,  a  former  vice-governor  of  Lebanon’s  central
bank.
The  Caesar  Act  provides  for  secondary  sanctions,  which
significantly widens its scope, he said.
“In  other  words,  they  are  imposing  sanctions  on  Syrian
entities and business people and also on the people who deal
with them,” Mr Saidi told The National.
Should the US decide to impose sanctions against the Syrian
central bank, transactions inside the country “would be highly
complicated”, said Mr Saidi.

Comments  on  the  Lebanese
Pound in Washington Post, 26
Jun 2020
Dr. Nasser Saidi’s comments on Lebanon’s currency appeared in
the article titled “Lebanon’s currency takes a new dive, and
there is no end in sight” in Washington Post’s 26th June 2020
edition. The comments are posted below.
 

In the absence of a clear policy path ahead, there is no
bottom to the value of the Lebanese pound, said Nasser Saidi,
a former Lebanese finance minister who is now a financial
consultant based in Dubai.
Citizens have lost trust in the banking system and the country
is shifting to a cash-only economy. Some retail outlets have
started accepting only dollars, which are hard to find. U.S.
and European sanctions against neighboring Syria have deprived
that  country  of  dollars,  too,  making  Lebanon  the  chief

https://nassersaidi.com/2020/06/27/comments-on-the-lebanese-pound-in-washington-post-26-jun-2020/
https://nassersaidi.com/2020/06/27/comments-on-the-lebanese-pound-in-washington-post-26-jun-2020/
https://nassersaidi.com/2020/06/27/comments-on-the-lebanese-pound-in-washington-post-26-jun-2020/
https://www.washingtonpost.com/world/middle_east/lebanon-currency-economy-crisis/2020/06/26/9e2c62ea-b712-11ea-9a1d-d3db1cbe07ce_story.html
https://www.washingtonpost.com/world/middle_east/lebanon-currency-economy-crisis/2020/06/26/9e2c62ea-b712-11ea-9a1d-d3db1cbe07ce_story.html


destination  for  Syrians  seeking  to  fund  imports  there,
increasing the demand for dollars, Saidi said.
Government revenue, meanwhile, has skidded to a halt because
of the shutdowns and economic retraction, forcing the Central
Bank to print Lebanese pounds to fund government expenditures,
including salaries for the bloated civil service.
“Those go into the market and they are chasing fewer and fewer
dollars,” Saidi said. “There is no longer any anchor for the
value  of  the  Lebanese  pound  and  we  are  going  into  the
unknown.”
 


