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Tracking Global Sanctions against Syria
MSCI ESG Research Analysis

By Eric Fernald

Syria, Human Rights, Sanctions, and Investors

As the Arab Spring continues to bloom into late summer and the Syrian people work to turn over yet
another long-time repressive regime, investors are right to ask “what does it all mean?”

In order to answer that question we will need to review the human rights situation in Syria, existing and
proposed U.S., EU and UN sanctions, and the implications for different types of investors.

Syria and Human Rights

The democratic awakening in Northern Africa and Southwest Asia of 2010 and 2011 spread in earnest to
Syria in March 2011. Peaceful protests by Syrian citizens calling for democratic reforms have been met
with violence by security forces. As of August 2011, over 2000 Syrian citizens had been killed by Syrian
security forces, and over 10,000 had been arrested.

The UN Human Rights Council and well-respected human rights groups such as Human Rights Watch
have called the actions of the Syrian government possible crimes against humanity — citing summary
executions, torture, and violence against children.

Syria has been ruled by the Ba’athist party under an emergency decree that severely limits political
dissent since 1963. The current Syrian president, Bashar al-Assad, became president after the death of
his father Hafaz al-Assad, who ruled from 1970-2000. By most measures Syria is in the bottom quartile
of rankings of countries on democratic metrics - for example the country ranks 152 out of 167 countries
in The Democracy Index maintained by the Economist Intelligence Unit.

Syria and Sanctions

Against this backdrop government and non-governmental organizations are turning to economic
sanctions to pressure the Syrian regime. The following is a brief overview of the state of sanctions in the
U.S., the EU and the UN.
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U.s.

U.S. federal government sanctions limit U.S. exports to Syria, limit the U.S. financial sector relations with
the Syrian central bank, and target the top leadership of Syria. Many of these sanctions were in place
prior to the recent popular protests due to Syria being on the U.S. State Department list of countries
supporting terrorist organizations.

In August 2011, the U.S. federal government added a ban on oil imports from Syria, prohibited U.S.
company investments in the Syrian oil industry, barred all dealings with the main commercial bank of
Syria and targeted Syrian’s main mobile phone operator, Syriatel. In addition, the U.S. Congress is
considering legislation to prevent non-U.S. companies from bidding on U.S. federal contracts if they are
deemed to be involved in the Syrian energy sector.

At the U.S. state level, 15 state legislatures have mandated that state employee pension funds divest
from companies that have economic ties to Syria. The criteria for divestiture vary by state, but most
focus on banning investments in companies that have a direct involvement either with the government
of Syria — especially the military, or with a one of the crucial economic sectors of the Syrian economy —
such as energy.

European Union

As of August 2011, the EU had also imposed a limited set of sanctions against Syria, including freezing
assets of regime leaders, and an embargo against sales of arms and equipment that could be used
against civilian protesters. The EU is actively considering a ban on oil imports from Syria, which would
be a significant development since Europe purchases over 90% of Syrian oil exports.

United Nations

In early August 2011, the UN Security Council unanimously condemned the wide spread violations of
human rights in Syria. The UN Security Council is actively considering economic sanctions against Syria.

Investors

In light of these human rights infractions, the existing economic sanctions and the possibility of more to
come, what are the implications for investors in equities? The answer to this question depends on the
investor.

Government Mandates and public pension funds

Many fund managers for U.S. state government employee pension funds face investment constraints
due to state legislative mandates. For example, the state of Hawaii has mandated divestment for
companies operating in Syria. The definition of “operating in Syria” includes owning/controlling
property or assets, having employees or facilities, providing goods/services to or obtaining
goods/services from, having distribution agreements with, issuance of credit or loans to, purchasing
bonds, investing in or having equity ties with, or being domiciled in Syria.

MSCI ESG RESEARCH’s Global Sanctions service tracks all global publicly traded companies that have
any involvement with the Syrian government and/or the Syrian economy.
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As of August 2011, sanctions imposed by the U.S. Federal government and by the EU do not mandate
investment restrictions on public pension funds.

Human Rights and Investor Exposure to Syria

Investors that manage accounts that have ethical constraints related to human rights violations may
need to review those guidelines in light of the events in Syria. Such investors might find it appropriate
or necessary to avoid companies that have significant ties to the Syrian regime, or they might decide to
target those companies for engagement. Investors in this instance would be primarily concerned with
the support companies may be providing to a repressive regime rather than with companies being
directly implicated in human rights violations.

For example, two companies with operations in the Syrian oil industry are the Canadian company,
Suncor Energy Inc., and the British company Gulfsands Petroleum Plc. Suncor participates in the Elba oil
company joint venture with Syria’s state-owned General Petroleum Corp. Gulfsands Petroleum owns
50% of a license to produce oil in Syria with Sinochem of China. Both of these companies are possible
candidates for engagement or divestment given their involvement in the oil industry in Syria. In
addition, these companies’ operations in Syria may be at risk if future EU or UN sanctions are enacted.

MSCI ESG RESEARCH’s Impact Monitor product focuses on companies that have major or moderate
links to key sectors of the Syrian economy.
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About MSCI ESG Research

MSCI ESG Research is a leading source of environmental, social and governance (ESG) ratings, screening and compliance tools to advisers, managers and asset owners
worldwide. Its products and services are used by investors to integrate ESG factors into their investment processes.
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