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Dire Straits: Houthi aggression
in the Bab al-Mandab Strait

Houthi rebel attacks on shipping may lead to lasting changes
to east-west trade. Unfortunately, Canada is unprepared to
capitalize on these changes.

Joshua Krasna

Since November 2023, Yemen’s Ansar Allah militia — known as the Houthis,

after its founding family — has been attacking merchant shipping in the Bab
al-Mandab Strait.

The trigger for this was solidarity with the population of Gaza though, as we
shall discuss, the underlying drivers are more complex; in any case, the attacks
and their motivations have expanded as the United States and the United

Kingdom responded to the Houthi actions with military force.

The Houthi attacks on shipping have dramatically reduced trade through the
strait as well as through the Suez Canal, on the other end of the Red Sea. This
has disrupted and largely displaced some 12 percent of world trade (30 percent

of world container trade) and has had worldwide economic effects.

The Houthis have thus internationalized the current conflict in the Middle
East as no other player has done; they relish their new-found influence and will

probably continue to wield it in the future.

The author of this document has worked independently and is solely responsible
for the views presented here. The opinions are not necessarily those of the
Macdonald-Laurier Institute, its directors or supporters.



The conflict in the Red Sea

On October 7, 2023, Hamas forces launched a surprise attack in southwestern
Israel, raping, torturing, murdering, and kidnapping Israeli civilians. In
response, Israel launched a counterattack on the Gaza Strip to free the hostages

and eliminate the Hamas threat in the Palestinian territory.

Startingin late October, as the Israeli military operation unfolded, the Houthis
— who are in de facto control of northwest Yemen, including the country’s
capital, Sana’a — began sporadically firing missiles and unmanned aerial vehicles
(UAVs) towards southern Israel. These have almost all been intercepted by
Israeli air defence forces and by American and later, allied warships in the Red
Sea. In November, the Houthis began attacking ships in and near the Red
Sea, initially against vessels with connections to Isracl (sometimes extremely
tenuous, and apparently extracted from imprecise or outdated open sources),
and after the intervention of US and UK, against their ships as well; in actuality,
the attacks have been indiscriminate and struck ships of many nationalities.
Most of the attacks have been by UAVs and anti-ship missiles, with occasional

attacks by small armed vessels.

As the world’s largest navy and largest trading power, the US sees itself
as the protector and guarantor of freedom of navigation worldwide. On
December 18, 2023, it launched Operation Prosperity Guardian (Lagrone
2023) to protect Red Sea shipping. A handful of Canadian staff officers are

participating in the operation.

Many US allies, including Saudi Arabia and the United Arab Emirates, have
demurred from joining the force, and most have not sent ships' (Bahrain is
the only Arab state to have openly joined). Other states have sent ships to the
region (including the European Union, Chinese, and Indian task forces) but

not as part of the American-led effort.

Most of the attempted attacks on shipping have been intercepted. Since January
11,2024, the US and UK have carried out direct attacks against Houthi targets
in Yemen (via Operation Poseidon Archer) (Shelbourne and Lagrone 2024).
On January 10, the UN Security Council adopted Resolution 2722 (UN
2024) calling on the Houthis to stop attacks on ships in the Red Sea (China

and Russia abstained).
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Figure 1: Map of the Red Sea and Gulf of Aden regions, which are
connected by the Bab al-Mandab Strait
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Economic effects

The geoeconomic impact of the Houthi actions has been severe. It has been
one of the largest disruptions and dislocations of global trade in recent decades.
The Bab al-Mandab serves as the southern gateway to the Suez Canal, through
which some 20,000 ships transit annually, carrying 30 percent of world
container trade, 10—12 percent of world trade by volume, and 9 percent of
world oil trade (Garcia-Vazquez 2024). It is critical to trade between Asia and

Europe and the Mediterranean (also, to an extent, the US East Coast).

In 2023, the canal carried record volumes, largely due to Russian oil shipments
to Asia and the Persian (also known as Arabian) Gulf; these have dropped by
half. Notwithstanding the US and allied efforts, most civilian ships, including
most of the largest international shipping companies, have chosen to avoid the
Red Sea (and thus, the Suez Canal), due to danger and to higher risk premiums
and security costs (MEES 2023). War risk insurance premiums for vessels

traversing the Red Sea have risen from 0.07 percent to 0.7-1 percent of the
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value of a ship’s cargo (Longley 2024). Shipping through the Bab al-Mandab
has declined by close to 60 percent compared to six months ago (Lee 2024).

Shippers now send their cargoes around the Cape of Good Hope and up the
western coast of Africa, extending the trip significantly: the route from Asia to
Europe adds 3200 nautical miles and 7 to 12 days (longer for tankers) to the
trip. The longer route also raises crew and fuel costs, as well as tying up ships for
longer, thus tightening the global supply of vessels available for shipping. This
lack of capacity has led to “knock-on” declines of over 5 percent in maritime
trade on trans-Pacific routes as well. In addition, the need for greater speed on
the longer trips to make up time has led to increased fuel consumption and
higher emissions (Zhang et al. 2024).

In March 2024, the cost to ship a standard 40-foot (12.2-metre) container
from Asia to Europe, including recently added surcharges, was US$4500 (Kiel
2024), some three times the rate charged just before the Red Sea diversions.
Ship tonnage entering the Gulf of Aden declined by over 70 per cent between
the first half of December 2023 and the first half of February 2024; meanwhile,
vessel tonnage passing around the Cape of Good Hope increased by 60 per
cent (UNCTAD 2024).

The delays and higher costs have
significant follow-on effects on supply
chains and inventory management.

The delays and higher costs have significant follow-on effects on supply chains
and inventory management, and on the profitability of the firms importingand
exporting, especially from Europe to Asia. This may have possible inflationary
repercussions if the added costs are passed on to consumers. The disruption
this has caused to world trade is even more pronounced as it coincides with
disruption of maritime trade through the Panama Canal (reduced by half, due
to drought), which accounts for some 5 percent of world trade, and occurs
in a global market still adapting to changes caused by the Russian invasion of

Ukraine and its impact on Black Sea shipping (UNCTAD 2024).
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The impact of the Red Sea crisis seems to be felt most seriously by European
firms and by Asian countries with significant trade with Europe and the East
Coast of the US, especially China (which accounts for more than 21 percent
of all EU imports) and India (12 percent of whose total goods exports pass
through the Red Sea region, on their way to Europe) (Clynch 2024 and
Denamiel et al. 2024). Forty percent of trade between Europe and Asia usually
goes through the Suez Canal and Red Sea (Babb 2024).

China has called for “a halt to the harassment and attacks on civilian ships
and for the maintenance of the smooth flow of global industrial and supply
chains and the international trade order” (Reuters 2024). Chinese ships are
apparently still using the Red Sea route, with reports that they are escorted by
Chinese warships deployed in recent months to the region (Babb 2024).

Some ships, especially Russian vessels, attempt to broadcast their nationality,
and their lack of ties with Israel, as they continue using the Red Sea route
(Longley and Wittels, 2024). Russia and China have reportedly reached
agreement with the Houthis that their ships can sail through the Red Sea and
Gulf of Aden without being attacked; in exchange, the two countries may
provide political support to the Houthis in bodies such as the United Nations
Security Council (Dagher and Hatem 2024; TASS 2024). In addition, they
may feel that their good relations with Iran may inoculate them. However, the
Houthis’ ability to discriminate between targets is limited (a few ships with
Russian and Chinese links have been targeted), and this is probably the reason
that China’s state-owned COSCO container line has suspended shipping
through the Red Sea (Clynch 2024).

The trade and economy of the ostensible target of the Houthi efforts, Israel,
has suffered significantly from the war. Many ships (and flights) refrain
from visiting Israeli ports: container traffic has declined by some 25 percent
(Binyamin 2024). This is due not only to Houthi action in the Red Sea (mostly
affecting the Asia trade), but also to curtailment of the Eastern Mediterranean
trade due to the Gaza conflict and tension between Israel and Lebanon. The
port of Eilat, at the northeastern tip of the Red Sea, has been almost entirely
shut down due to the disruptions of Red Sea trade, but before the October 7

attacks by Hamas, it accounted for some 5 percent of Israeli trade.
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Most severe impact is on Egypt

Egypt is the country suffering most from the disruption in the Red Sea. It
is experiencing an extreme economic crisis due to deep structural problems,
massive deficits, and crippling debt (Stevenson 2024). The recent promise
of US$35 billion in Emirati funding for a massive development project on
its Mediterranean coast, an US$8 billion loan from the IMF (enabled by
devaluation of the pound by 38 percent), a US$7.4 billion financial aid package
from the EU, and $US6 billion from the World Bank, have temporarily

distanced the wolf from the door.

The Suez Canal - the third-greatest source of foreign currency, after remittances
and tourism — brings in over US$9 billion a year in transit fees, equivalent to
2.3 percent of GDP in 2023 (El-Wardany and Magdy 2024); January 2024
receipts were half those of a year before, despite Egypt’s raising fees to offset
falling receipts. In addition, the rising cost of imports, including raw materials,
and greater turnaround time has impacted Egyptian industries (Dutton 2024),

and may stoke already high inflation.

However, Egypt has shown no indication of willingness to use force in the
Red Sea in the current crisis. This is despite having defined the sub-region in
the past as of strategic interest and even inaugurating a naval and air base in
Berenice in 2020, with the express purpose of “protecting and securing the
Egyptian southern coasts ... confronting security challenges within the Red Sea
.. [and] safeguarding global navigation through the axis of movement from
the Red Sea to the Suez Canal and the related economic regions” (Republic of
Egypt 2024). Its leadership is probably concerned, like those of Saudi Arabia
and UAE, about taking actions that could be perceived as helping Israel, even
if indirectly.

Red Sea coastal states are also suffering major disruptions in seaborne trade
(Thompson 2024). Sudan, Somalia, Eritrea, and Djibouti, for example, rely
heavily on grain imports from the EU, Russia, and Ukraine: all their seaborne
trade transits the Bab al-Mandab or the Suez Canal (Anyanzwa 2024). Jordan,
whose seaborne imports and potash exports move through its only port in
Aqaba near Eilat, which also serves as a regional container hub, is also expected
to suffer trade dislocations, though it has an alternative land-marine route
from Egypt (Anderson, 2023).
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Effect on energy markets

The effect of the closure of the Red Sea and the extension of shipping routes
on global energy prices, after an initial surge, has been somewhat muted by
relatively stable global gas and oil prices due to mild winters in Europe,
economic slowdown in China, booming US (now the world’s largest producer
and exporter) and Canadian production, and the emergence of new Latin
American producers. BP, Shell, and Qatar Energy have suspended energy
shipments through the Red Sea (Faucon and Strasburg 2024). This last is
significant, as Qatari liquified natural gas (LNG) was 5 percent of EU gas
imports (and 13 percent of LNG imports) last year.

Regarding the Middle East producers, Saudi Arabia alone has the capability
of moving oil via internal pipelines to its Red Sea ports north of the Bab al-
Mandab (at Yanbu and Muajjiz) and exporting through the SUMED pipeline
or the Suez Canal. The ability to export crude oil from its Red Sea terminals
means that Aramco is well placed to capitalize on the current shipping
disruption (MEES 2024).

Saudi Arabia also still sends some shipments from its Persian Gulf coast
through the Bab al-Mandab: it may be less worried about Houthi attacks due
to its ongoing détente with Iran, and peace talks with the Houthis. A Houthi
spokesperson said on January 19 that the group has no plans to target Saudi
Arabia and the UAE (MEES 2024a). Persian Gulf oil producers with clients
primarily in Asia rather than Europe (such as Kuwait and UAE) have so far
been largely insulated from the economic impact of the Houthi attacks. The
most exposed of the Middle East producers is Irag, approximately one quarter
of whose oil exports transit the Bab al-Mandab, since the route through Turkey
to the Mediterranean has been closed since March 2023 (MEES 2023a, see
also Krasna 2023).

Russian oil carried by both its official carrier and its “ghost fleet” continues to
flow through the Bab al-Mandab to its customers in India (whose largest supplier
is Russia) and China (whence most of the Russian oil arrives from Russia’s Asian
ports), as well as to traders in the Persian Gulf. About 1.7 million barrels a day
of Russian crude, or just under a half of the nation’s total seaborne exports,
continue to transit the danger zone (Bloomberg 2024). Rerouting the shipments
around Africa would more than double Russia-India journey times and reduce
the already-squeezed profit margins on cut-rate Russian crude exports, as well as

the availability of tankers. This gives them a higher tolerance of risk.
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Houthi motivations and strategy?

The Houthis’ attacks in the Red Sea are a manifestation of their ideology,
rooted in Islamic fundamentalism, fierce nationalism, and hatred of Jews,
Israel, and the United States (Al-Dawsari 2024). It is also based on their close
identification with the Iranian-led “Axis of Resistance,” for them not only an
ideological alignment, but also a force multiplier. However, the Houthis are
not an Iranian puppet: they have their own ideological and nationalist agenda

and operate with relative autonomy.

Houthi military-technological capabilities have jumped dramatically in recent
years, as Iran has armed them as part of the Axis of Resistance and as an
instrument and ally in creating the ability to threaten Western, Israeli, and
moderate Arab interests throughout the region (e.g. the repeated attacks on
Saudi Arabia, and the attack on Abu Dhabi in January 2022). The crisis in
Gaza gave the Houthis an opportunity to display the relevance of these new

capabilities, but their strategic objectives are far beyond Gaza.

The Houthis are the dominant
political actor in Yemen and will
be so for the foreseeable future.

The Houthis are the dominant political actor in Yemen and will be so for
the foreseeable future. The use of their newfound military power to impose
themselves on the global scene may be driven primarily by the Houthis’ desire
to use their direct championing of the Palestinian cause (taking risks no one
else is willing to), and the American-led attacks on them, to shore up and
consolidate their domestic position, and divert attention from governance and

economic failures.

This reintroduces an external threat to help rally Yemenis around the (Houthi)
flag. In addition, they wish to compel the region and the international com-
munity to acknowledge and engage with them, and thus promote their agenda
of achieving international recognition and legitimacy as the ruling authority in
Yemen (in much the same way the Taliban did so in Afghanistan over two de-
cades). Their action has also afforded them massive appeal (“street cred”) in the

Arab and Muslim world, which could perhaps be used to pressure adversaries.
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Iran is attempting to preserve a cushion of deniability regarding connection
with the Houthi attacks, though the latter have clearly been enabled by
technology and Islamic Revolutionary Guard Corps (IRGC) advisors from

Tehran, and Iran itself has carried out aggressive activity during the crisis.

The Houthis are thought to receive intelligence on shipping from Iran’s
surveillance ships in the Red Sea; the US reportedly carried out a cyberattack
on such a ship in February (Reuters 2024a). In addition, Iran has in the
Indian Ocean attacked one ship with a UAV, and seized another ship, which
had seized from it in the past (US Navy Central Command 2024). Several
countries, reportedly including the United States and India, have approached
Iran to use its influence to stop the Houthi attacks (Fassihi and Schmitt 2024;
Economic Times 2024).

Iran seems to have concluded that the Houthis” experiment in the Red Sea has
been so successful that it may bear repeating in the Mediterranean. “They shall
soon await the closure of the Mediterranean Sea, [the Strait of] Gibraltar and
other waterways,” Brigadier General Mohammad Reza Naqdi, the coordinating
commander of IRGC, told Iranian media on December 23, 2023, apparently

referring to the international community (Reuters 2023).

Prognosis

Now that the Houthis have demonstrated to the world and to themselves their
capacity to disrupt global shipping, and thus re-positioned themselves from a
strategic backwater to an influential geopolitical actor, it is anticipated that the
current actions will serve as a precedent. They will continue to leverage that ca-
pability, perhaps when other members of the “Resistance” camp are threatened,

when negotiations with Saudi Arabia hit snags, or for economic advantage.

This is especially true as they do not seem to be much affected by the military
efforts by the US and others to punish and deter them from their actions,
though these have allowed the Houthis to somewhat shift the rationale for
their actions. This means inter alia that the Houthi threats to shipping in the
Bab al-Mandab are not expected to end when the Gaza conflict does. It is not
at all clear even whether a temporary ceasefire in Gaza (for which they well may

take credit) will lead to one in the Red Sea.

Maritime security in the Red Sea will be under lasting, proven threat for the

foreseeable future as long as the Houthis continue to have access to Iranian
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technology and re-supply. The longer-term, persistent Houthi threats to the
Red Sea’s attractiveness as a shipping corridor could influence Gulf states’
efforts to solidify their centrality to international trade and supply chains. The
demonstration of the ease of closing a key maritime chokepoint, by occasional
attacks and allowing insurance and business calculations to do the rest, is quite
concerning regarding the Straits of Hormuz (though that would not appear to

be in Iran’s interest, as it harms its oil exports).

The Red Sea crisis could potentially erode Europe’s recent developing depen-
dence on Middle East energy shipments, as they wean of their decades-old ad-
diction to cheap Russian gas and oil. Concern with maritime chokepoints can
benefit existing LNG suppliers, which do not need to transit problematical

areas, especially the US, the largest supplier of LNG to the EU.

Canadian gas could theoretically be in greater demand as well, though the lack
of LNG gas export infrastructure on the Atlantic coast means that Canada is

unfortunately unprepared to capitalize on the opportunity.

The lack of LNG gas export infrastructure
on the Atlantic coast means that
Canada is unfortunately unprepared
to capitalize on the opportunity.

The increased risk will increase the attractiveness of close-at-hand
Mediterranean gas: while North African sources are already well developed
and integrated into the European gas infrastructure, there is still potential for
increased Eastern Mediterranean — Israeli, Egyptian, and Cypriot — gas supply
to Europe. Interest in this should develop as the immediate chilling effects of

the Isracl-Hamas war and the tension in Lebanon recede.

The near closure of the Red Sea has sharpened awareness of the danger maritime
chokepoints can pose for international trade and highlights the importance of
ground and multi-modal routes that avoid chokepoints. This has in the view
of some experts (see, e.g., Abdulkhaleq 2023, and Khanna 2024) heightened
the importance of projects like China’s BRI, which includes a significant
intercontinental rail component, and the India — Middle East — Europe
Economic Corridor (White House 2023), avoiding the Bab al-Mandab and
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the Suez Canal; UAE and India signed an agreement on the corridor (which
will include rail links) on February 13, 2024 (Lucente 2024).

There have been reports of some Isracl-bound goods downloaded in Bahrain
and Dubai and sent by truck through Saudi Arabia; these reports have been
denied, probably due to the “optical” sensitivity in Jordan of trade through
Israel (though goods have been transshipped to and through Israel for many
years, even before the Abraham Accords). There has reportedly been a marked
increase in shipments from Asia to Europe using the state-controlled Russian
rail system (Wright 2024); it is also quite possible that China will increase its
use of the Northern Sea route through the Arctic, which Russia is promoting,
as well (Perkins 2023). Air freight volumes through the Persian Gulf have also
reportedly surged in early 2024, as suppliers try to compensate for the changes
in seaborne trade. There may also be increased interest in overland pipelines
bypassing the Red Sea (Wendel 2024 and 2024a). mu
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Endnotes

1

In May, the UAE stopped taking part the previous military coalition
that the United States established to protect shipping in the Persian
Gulf, explaining that it preferred diplomatic solutions to military ones
(Barrington 2023). Both these states may well prefer not to participate in
the current military coalition, to prevent possible resumption of Houthi
attacks on targets in their territory. They also probably want to avoid

being seen as supporting Israel, even if indirectly.

I am very grateful to Prof. Thomas Juneau of the University of Ottawa for
the insights he shared on the Houthis, which helped inform this analysis.
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