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Ruaa Centre for Strategic Studies, Consultancy and Training issues
study entitled:

“Navigation Conflict in the Red Sea: Economic Impacts and
Expected Results”

Executive Summary

The Houthi strikes in the Red Sea created major economic problems,
as they affected global shipping as well as the countries located on the
coasts of the Red Sea, especially Egypt, Yemen and Israel. The
international and regional navigation was exposed to many risks and
incurred significant financial losses .

This study sheds light on the economic impacts and the expected
results of these strikes on the global and regional navigation and the
national economy. It aims, in particular, to measure the impact of the
Houthi strikes in the Red Sea on global maritime navigation and
determines the impact of these strikes on the regional countries bordering
the Red Sea (Egypt, Yemen and Israel). It also discusses the impact of these
strikes on the national economy and the size of that impact compared to
the regional countries, in addition to knowing the future economic
expectations of these strikes to shed light on the national and regional
economy.

The study adopted the descriptive-analytical approach using data
collected from various sources, including refereed economic studies,
articles on electronic sites, reliable statistical reports, in addition to
personal interviews with academics and graduate students in the Faculty of
Economics and Political Science at the University of Aden.

The most important economic impacts that resulted from the Houthi
strikes in the Red Sea that were discussed included:

-The supply chains of most countries whose ships pass through the Red
Sea have been disrupted, as the smooth sailing of ships through the
Mediterranean Sea, through the Egyptian Suez Canal Strait, to the Bab al-
Mandab Strait, the Gulf of Aden, the Arabian Sea and the Indian Ocean,
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have been disrupted, and most international shipping companies have
refrained from sailing through the Red Sea and have turned to safer and
more expensive alternative routes.

- Global maritime trade decreased by 1.5% from November to the end of
December 2023 as mentioned by in some studies by international think
tanks.

- Houthi threats have disrupted the supply chains more than during the
Covid-19 crisis, and this creates more difficulties for supply chains,
increased inflationary pressures, high commodity prices due to disruptions
in global trade, and escalating tensions in the Middle East as it is today, as
oil prices rose to $ 80 per barrel, and the think tanks expect the rise to
continue if the unrest continues in the Red Sea-the main conduit for energy
sources- as the Middle East is considered the center of global energy
production and export.

- Delays in the arrival of goods, as the alternative routes of the Cape of
Good Hope caused an increase in the cost of the trip, including fuel and
journey time, which is up to three times higher than when passing through
the Red Sea, which led to an increase in the prices of imports and exports,
including food, oil and medicine in Asia, Europe, the Middle East and
African countries.

- Global production volumes declined, as many international companies
stopped working due to complexities in supply chains and delays in the
arrival of necessary production supplies, including Japan's Suzuki and
Tesla Motor Vehicles, Volvo in Belgium, and many international
companies.

- The increase in the costs of insurance on ships, as it increased at a rate of
more than three times by a value ranging between 200-250% compared to
what they used to be, the Red Sea was recently classified as high risk,
which had rapid repercussions on the shipping sector, so its prices
increased and are likely to increase more.

- The activity of ports bordering the Red Sea, including the Egyptian and
Yemeni ports and the Israeli port of Eilat, declined, so the prices of goods
and services rose, exports shrank and insurance costs increased.



Ll ) il pall (535 38 0
il gl jldiuN g

Ruaa Center for Strategic Studies, ' 2 /
Consultancy and Training 10 ¢ J

The study concluded with a number of recommendations, including the
need for concerted regional and international efforts to fight the Houthis,
limit their influence, stop their strikes, cut off their supply of weapons and
equipment through their official proxy (lran), in addition to addressing
attempts to internationalize the Red Sea region and turn it into a hotbed of
international conflict as the repercussions on the Arab region will be
serious on various levels.
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