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ISLAMIC STATE HAS BEEN STASHING MILLIONS OF DOLLARS IN IRAQ AND ABROAD
- 23.02.2018

The Economist, 23 Feb 2018

GONE are the days when the black flag fluttered over a third of Irag and almost half of Syria.
Crushed on the battlefield, Islamic State has lost roughly 98% of its self-proclaimed caliphate.
Some 70,000 of its fighters (who numbered perhaps 100,000 at their peak) are thought to have
been killed. But thousands have escaped. Some have remained in lraqg and Syria; others have
slipped into Turkey or hooked up with IS affiliates in Egypt, Libya and South-East Asia. Around
10,000 of the groups foreign fighters are thought to have left the Middle East.

Those intent on continuing to wage jihad will still have the means. IS has quietly stashed millions
of dollars across the region. It has invested in businesses in Iraq, bought gold in Turkey and
continued to transfer money to its affiliates. You wouldnt believe the amount of money that has
gone out of IS territory, says a former weapons-dealer involved in transferring the jihadists cash.
An Iraqi legislator estimates that IS smuggled $400m out of Iraq and Syria during its retreat.

IS built up fat reserves of cash as it gained ground in Irag and Syria. It sold oil from the fields it
captured, taxed and robbed the people it ruled and stole perhaps $500m from Iraqi banks, making
it the richest terrorist group in history. In 2015 the caliphates GDP was estimated to be $6bn.

The traditional tools used to starve terrorists of funds by blocking foreign donations were of little
use. So the American-led coalition against IS bombed the groups refineries and oil tankers,
destroyed its stockpiles of cash and assassinated its money men. The Iragi government stopped
paying the salaries of government officials in IS territory to prevent the jihadists from taking a cut.
The strategy worked, up to a point (see chart). The groups revenue from oil dropped and it was
forced to trim the wages of its fighters. But IS was still able to milk the areas under its control. It
became clear that the most important way to address IS financing was to deprive it of territory,
says an American counter-terrorism official.



The jihadists, though, appear to have anticipated their loss of land. Last March the group
mandated the use of its own currency in eastern Syria, an order it later extended to currency
dealers and money-transfer shops. This allowed IS to hoover up Syrian pounds and American
dollars. In Iraq it has bankrolled hundreds of exchange houses. Dozens of these even took part in
the Iraqgi central banks currency auctions in 2014 and 2015, allowing the group to convert Iraqi
dinars into dollars, before the government at last cracked down on them.

Currency dealers in Turkish cities that border Syria say IS has been moving large sums of money
out of its caliphate since early last year. The money flows through the hawala system, an informal
web of money-transfer offices that is cheap, fast and almost impossible to regulate. The network
of hawala shops in Syria and Turkey has expanded since the start of the Syrian war, allowing
refugees, weapons-dealers, oil-smugglers and rebel groups to move cash in and out of the country.

Transactions involving IS cash, sometimes millions of dollars, can take weeks to complete. The
largest are often too big for a single hawala shop to process on its own, so several dealers in
Turkey, Europe, Lebanon and the Gulf are involved. The money is difficult to trace. Hawala dealers
use the encrypted mobile-chat application WhatsApp to communicate with each other. They rarely
keep detailed records of transactions or the names of customers.

Much of the cash has ended up in Turkey, where intelligence officials believe it is being stored by
individuals for future operations, invested in gold and used to keep IS sleeper-cells active. You only
need $500 a month to feed and house a cell of two or three people, says Ahmet Yayla, the former
head of counter-terrorism for the Turkish police. Investigations into the deadly attack on a
nightclub in Istanbul on January 1st 2017 revealed that IS had established about 100 safe-houses
in the city, where police found more than $500,000.

IS has also laundered its cash reserves by investing in legitimate businesses around the region. In
Irag it has used middlemen to buy farms, car-dealerships, hotels and hospitals. Most of the
intermediaries are driven by profit rather than ideology, says Renad Mansour of Chatham House, a
British think-tank. Many are tribal leaders or businessmen who have worked with the jihadists
before, smuggling oil, weapons, goods and people.

Weak institutions and rampant corruption make it hard for Iraq to tackle the problem. Several
ministries have tried to block terrorist financing, with little success. Politicians also benefit from
the black market. Would-be whistleblowers fear that IS has spies inside the government.

IS also retains the ability to generate cash. It may use its businesses to siphon funds meant for



rebuilding the regions wrecked cities. Extortion, smuggling and kidnapping will remain profitable,
as the group shifts its focus from capturing territory to waging an insurgency. New and old money
will keep the jihadists in business for years to come.
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