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Economic Report for August 2016

1
Iran

1.1
Iran’s trade balance in the first four months of the current Iranian year have been in their favour with surplus of $3.4 billion.  The non-oil exports during the period increased by 21.11% compared to same period of last year and reached to $16.30 billion.  With the current trend, the country’s non-oil exports are expected to reach to $50 billion by the end of current Iranian year   (March 20, 2017).  Main exported items included gas condensate, worth $2.9 billion, and petrochemical products, worth $6.76 billion.  

1.2
Iran’s main export destinations in the period were China ($2.937 billion), the United Arab Emirates ($2.501 billion), Turkey ($2.174 billion), Iraq ($1.923 billion), and South Korea ($1.491 billion).  Around 9,958 million tons of goods worth $12.865 billion were imported by Iran during the period showing decrease of 12.79% and 7.12% in terms of weight and value respectively, compared to similar period of last year.  Rice was the top item of imports with worth of $475 million.  Other main items of import were corn (worth of $335 million), soybean (worth of $315 million), and soybean meal (worth of $240 million). 

 
1.3
The China was also the biggest source of import with $2.104 billion worth of goods followed by UAE ($2.104 billion), South Korea ($943 million), Turkey ($863million) and India ($812 million).

1.4
Petrochemical products hold 41.5% share in Iran’s non-oil exports during the first four months.  Iran exported $6.769 billion worth of petrochemical products, weighing 13.684 million tons during this period.  

1.5
Iran’s GDP grew by 4.4% during the first quarter of current Iranian year.  During the period agriculture sector grew by 4%, industry grew by 8.8% and the service sector by 2.9%.   

1.6
Iran is expecting surplus wheat production this year.  Total production this year is estimated to be at 13 million tons which will more than its domestic requirements.  

1.7
Inflation rate has also come down to 8.7% in August.  

1.8
Iran has shipped its first ever Euro 4-compliant gas oil shipment to global markets.  Around 184 million liters of diesel fuel with Euro 4 standards has been exported from Mahshahr oil terminal during the current Iranian year.  

1.9
Iran Gas Engineering and Development Company is to lay 6,000 kilometers of gas pipelines nationwide in the coming years.  More than 34,000km gas pipelines have so far been laid across the country and a further 1,680kms will be laid in the future.  76 gas pressure stations were set up in the country and 10 more are under construction.  The construction of 36 such stations is on the company's agenda in the coming years.

1.10
Iran's Kian Petrochemical Company signed a Front End Engineering Design (FEED) deal with Germany's Linde Group for obtaining technical savvy for the construction of an olefin, butadiene, hydrodealkylation and benzene unit.  The project will be completed in 12 months at a cost of €34.940 million in financial credit.

1.11
Iran's cabinet approved an amended draft for the country's new oil and gas contracts, known as IPC (Iranian Petroleum Contract). The approved draft stipulates that contracts should clearly mention the rights, commitments and responsibilities of all parties in areas such as accounting and auditing, method of financial payment or repayment, technical inspection and maintenance.  The contracts should also include details on production measurement methods, human resources training, health, safety and environment, imports and exports, insurance, terms of contract termination, force majeure and dispute settlements.  As per Iranian National Oil Company (NIOC) the first tender under Iran’s new oil and gas contract model (IPC), is expected to be floated by the mid October.  South Azadegan oilfield will be the priority for the first tender.  South Azadegan is one of the five oilfields, dubbed the West Karoun oilfields, Iran shares with Iraq at the western part of Iran’s southwestern region of Karoun.  Iran has accorded significant importance to transferring new technologies to the country in three different layers namely upstream, engineering, procurement and construction (EPC) and equipment by foreign investors under the IPC.  

1.12
Iran has now been producing gas commercially for exactly 50 years, and output now has reached to 255 billion cubic meters per year which is 70 percent of the country's primary energy demand.  When it started, in 1976, it managed 6.9 mcm/d which risen ten times by 1982 to finally reach 700 mcm/d as of now.  However, Iran despite having 34 trillion cubic meters gas reserves, is still a net gas importer.  Last year, it exported 8.4 bcm to Turkey and imported up to 9 bcm from Turkmenistan.
1.13
From the start of oil extraction 108 years ago until August 1, 1967, all associated gas was flared.  For the first time, Iran built an 1100-km pipeline from the south to the north and started exporting gas to the Soviet Union in 1972. But after seven years, during which Iran exported 72 bcm of gas, the deal was cancelled. In 1974, Iran also reached an agreement to export gas to the European Union through Soviet Union infrastructure for 20 years, but this plan was never realized.

1.14
The country is again preparing to take share in global gas markets, including the EU. Iran plans to invest $310 billion in the gas sector by 2026, of which $137 billion would be in upstream.  

1.15
Iran aims to increase gas exports to 68 bcm per year within next five years.  Iran is preparing to increase gas output by 125 bcm per year to 385 bcm per year by 2021 and 475 bcm by 2025.  Iran has already signed deals with Turkey, Iraq, Pakistan and Oman to export a total 46 bcm gas per year.

1.16
Iran has set grounds for the foreign investors by allowing them to buy upto 100 percent stake in some of the defined petrochemical projects.  However, foreign investors have shown little interest and are keen in establishing joint ventures.  Olefin and NGLs (Natural Gas Liquids) projects are available for foreign investors to make joint ventures with Iranian petrochemical companies. Similarly, Amir Kabir Petrochemical Company, Marun Petrochemical Company and Persian Gulf Petrochemical Company are having negotiations with foreigners to establish joint ventures for implement their projects.  Some of these projects are valued at more than $4 billion.

1.17
Iran is working on a program to convert its spot oil sale contracts with Europeans to long-term ones.  National Iranian Oil Company (NIOC) is constantly sending more than 600,000 barrels per day (bpd) of oil to Europe.  After removal of the sanctions, European companies such as Saras, Repsol SA, Hellenic Petroleum SA, Total and Shell have signed contracts with Iran, part of which are term contracts and some in the form of spot sales.
1.18
The number of Iran’s oil buyers which was limited to five countries in the sanctions era has risen to 10 with the sanctions removed.   During July, Iran exported crude oil to China, Japan, India, Turkey, South Korea, Taiwan, Greece, Italy, Spain and Poland.

1.19
Upstream oil and gas sectors of Iran needs $100 billion of investment to meet the objectives of the country’s Sixth National Development Plan (2016-2021).  The progress of the sixth plan broadly depends on materializing the objectives of developing oil industry.  The daily productions of oil, gas and gas condensate are projected to reach 4.5 million barrels, 1.3 billion cubic meters and 950,000 barrels respectively during the sixth development plan.  At present 30 million cubic meters of flare gases are burnt each day in the country.  The recovery of flare gases will also be one of the priority under the sixth plan.  Iran also plans to engage 130 drilling rigs in the discovery and production projects during the sixth development plan. 

1.20
Iran also needs $ 20 billion of investment for completion of unfinished projects across the country in next five years.  As of now there are 55 unfinished projects, out of which 15 are expected to be completed by the first half of next Iranian year.  28 other projects are to be completed in around 10 years and around $35 billion of investment in needed for completing these projects.
1.21
Iran and some renowned German, Chinese and South Korean companies are holding talks for building refineries in the Iranian city of Masjed Soleiman, southwestern Khuzestan province.  According to the report, discussions are going on for signing of a contract for financing and constructing a petro-refinery complex. The contract is expected to be signed with a consortium of South Korean companies.  The project will need at least $1.5 billion of investments.
1.22
Iran has attracted $5.168 billion in foreign direct investment (FDI) after the implementation of the nuclear deal in January.  As per information released by Iranian authorities, FDI came to 66 projects related to various sectors including transportation, renewable energies, tourism, recycling industries, electronics, machineries, and foodstuff.  The primary investing countries in Iran during this period were South Korea and Germany. 
1.23
Iran exported $82.9 million worth of hand-woven carpets in the first four months of the current Iranian calendar year (March 20- July 21, 2016), 39.5 percent higher in terms of value compared to the same period of last year.

1.24
As per Central Bank of Iran (CBI), Iranian banks are planning to establish representative offices in three European countries i.e. Britain, Italy and Germany.  
1.25
Iran exported 2.57 million tons of cement and 1.83 million tons of clinker in the first four months of the current Iranian calendar year (March 20- July 21).  During the period, 18.752 million tons of cement was produced in Iran by around 70 cement production units across Iran.  Last year Iran exported 15 million tons of cement and clinker.  With the capacity of producing 75 million tons of cement and clinker in 2014, Iran was the fourth major cement producer in the world. The country plans to produce 120 million tons of cement per year in a decade. 

2
India – Iran

2.1
India's July oil imports from Iran rose and reached to highest level in first five months of current Iranian year.  India imported 461,000 barrels per day (bpd) of Iranian oil in July, nearly a 21 percent increase from June and more than double than the about 215,000 bpd imported a year ago.  During the first seven months of 2016, India imported around 359,000 bpd of Iranian oil which is 67 percent higher compared to the same period of last year.  Indian Oil Corporation with import of 158,000 bpd oil was the top buyer of Iranian oil in July 2016, while Essar Oil slipped to the No. 2 position with 126,300 bpd.

2.2
Iran-India Gas Pipeline:  Managing Director of National Iranian Gas Exporting Company (NIGEC) Ali-Reza Kameli was reported as saying that the Iran-India under sea Gas Pipeline project is under Technical, Economic Investigation.    Kameli said the pipeline is about 1,400 kms long and in certain areas 3,500 meters deep.  The Indian party along with a number of powerful European companies are busy conducting feasibility studies on the pipeline which carries Iranian gas to India.

 2.3
A six member banking delegation led by Shri Praveen Garg, Joint Secretary, Ministry of Commerce visited Tehran from 16-18 August 2016 and held discussion with Vice Governor of Central Bank of Iran and other leading Iranian banks.  The delegation included representatives from RBI, SBI, UCO and IDBI.

3.
Bilateral
Iran-Iraq

3.1
During the first four months of current Iranian year, non-oil exports from Iran to Iraq have increased to $2.46 billion, 23 percent higher compared to same period of last year.  Iraq is third largest trade partner of Iran after Turkey and China.

Iran – Japan
3.2
Japan’s imports of crude oil from Iran surged 195.8 percent in the first sixth months of 2016, compared to the same period of previous year.  As per data, Japanese imported 1.312 million kiloliters of crude oil from Iran in June 2016.  Data suggests that Japan’s oil imports from Iran have been recovering during the past six months.  Japan has reportedly imported 192,180 barrels per day of Iranian crude between January and May this year.
Iran – Georgia

3.3
National Iranian Gas Exports Company (NIGEC) has signed an interim agreement with the privately-owned Georgian International Energy Corporation for the export of 40 million cubic meters of gas to Georgia.  The gas will be imported by Georgia through Armenian territories.  The contract is a short-term one which will be put into operation once the required permissions are received from Armenia.

Iran - Oman

3.4
Iran is in the process of floating a tender to pick contractors for development of a gas pipeline between Iran – Oman through Persian Gulf waters.  The preliminary activities related to the project are under way and geodesy operations in marine areas in both Iranian and Omani territories are over and seabed evaluation data are yet to be garnered for the purposes of the study.  The studies on the land section of the project is expected to be completed within two months and the marine section in three months.  As soon as the result of the studies are available, the two sides will take steps to put the project out to tender for selecting developers.  Seven foreign companies have reportedly expressed their interest to join Iranian companies in the construction of Iran-Oman undersea gas pipeline either as investors or developers.

Iran – Italy 

3.5
Italian refiner Saras, which had an outstanding debt of around 350 million euros with Tehran, has started repaying Iranian oil debt,.  It has paid back 100 million euros ($112 million) of the debt it owes Iran for cargoes of crude oil taken before sanctions were imposed on the country in 2012.  

3.6
The Italian private sector will invest $450 million in the establishment of a bioethanol fuel production plant in the Amirabad Special Economic Zone (ASEZ), north of Iran.  An agreement has already been signed to this effect and it will be finalized into a contract in the near future.  As per the agreement, biofuel will be produced from inedible wheat.

3.7
Iran is negotiating with Italian energy firm Eni for investment in Shiraz Pars Refinery project.  Talks are underway with the Italian firm for cooperation and investment in the gas condensate refinery project.  The Refinery will have a daily capacity to refine 120,000 barrels of condensate and produce a daily amount of 12 million liters of gasoline conforming to Euro-5 standard.  

Iran - Indonesia

3.8
Indonesia's state-owned Pertamina has signed a memorandum of understanding to conduct preliminary studies on two Iranian oilfield. Under the agreement, Pertamina has six months to look into Iran's Ab-Teymor and Mansouri oilfields, which are located onshore and contain an estimated total reserves of more than 5 billion barrels.  

Iran - Germany

3.9
German exports to Iran surged by 15 percent in the first six months of 2016 and reached to 1.13 billion euros ($1.3 billion).  

3.10
German chemical company BASF is also considering investment of $4 billion in Iran.  BASF alongwith an Iranian company, wants to build new petrochemical plants near Iran's petrochemical and gas industry hub in Assaluyeh, Bushehr Province.  

Iran – China

3.10
Chinese companies China Petroleum & Chemical Corporation (SINOPEC) and China National Petroleum Corporation (CNPC) are having negotiations with Iranians on development of North Azadegan and Yadavaran oilfields.  This was also discussed between two countries during the 16th meeting of Iran-China Joint Economic Committee in Beijing.  The Iranian Finance Ministry and the Export-Import Bank of China have also signed an MoU on financing economic and infrastructure projects and expanding bilateral cooperation.  The MOU was signed on the sidelines of the 16th meeting of the Iran-China Joint Committee in Beijing.  
3.11
The Iranian Finance and Economic Affairs Ministry and China Development Bank (CDB) signed a memorandum of understanding (MOU) on financing economic projects, in particular infrastructure.  The MOU was signed by the Iranian deputy finance minister Mohammad Khazaei and the CDB executive vice president Zhang Xuguang in Beijing.

Iran - Turkey

3.12
Iran has been able to increase its gas exports to Turkey by 6 million cubic meters per day (mcm/d).  As per National Iranian Gas Company (NIGC), gas export to Turkey as of now stands at 30 mcm/d. Iran has exported 2.93 billion cubic meters of gas to Turkey since the beginning of the current Iranian calendar year i.e. since 20th March 2016.

3.13
Iran’s trade balance with Turkey became negative after Turkey’s export to the country rose by 37 percent in the first six months of 2016.   According to the report, Iran imported $2.597 billion worth of goods from Turkey and exported $2.201 billion worth of goods to Turkey.  As per data released by the Turkish Statistical Bureau, the volume of trade between the two countries fell by 11 percent in the first half of 2016 compared to the same period of 2015.  
Iran – South Kora

3.14
Imports of Iranian crude oil by S. Korea has more than doubled in the second quarter of this year.  A total of 25.35 million barrels of crude oil was imported from Iran during the April-June period, compared to 11.35 million barrels of same period of last year.
Iran – Russia

3.15
Iran’s Tasdid Offshore and Onshore Development Company and Russia’s OJSC Krasnye Barrikady Shipyard signed a deal worth $1 billion to cooperate in building jack-up rigs in Iran.  With the signing of this agreement Iran has stepped toward indigenizing the manufacturing of such rigs for the first time.  The agreement covers building of five jack-up rigs.  
Based on the agreement for the first rig, 58 percent of the work will be executed by Iranian side and as the project proceeds, technology transfer and brainstorming of Iranian shipping engineers will increase this figure gradually.  
3.16
Tekhnopromexport, an arm of Russia's state industrial conglomerate Rostec, became the first Russian company to win a large, firm contract with Iran after the lifting of sanctions from Iran.   The company will build a thermal power plant with a capacity of 1.4 GW in the port city of Bandar Abbas in about five years.  The project is estimated at €1 billion ($1.12 billion) and will be financed through a Russian export loan.  The contract with Iran envisages the construction of four energy blocks — each with a capacity of 350 MW — and a seawater desalination plant with a capacity of 200,000 cubic meters of water per day.  The €1-billion loan to be provided by Russia will cover 85 percent of the project's cost while Iran is to add the remaining 15 percent.  Despite growing political ties between Moscow and Tehran, economic cooperation between the two nations faces snags on a number of fronts, such as project financing. Iran insists that Russia issue loans to fund joint projects which include Russian contractors.

Iran – Ukraine 

3.17
Ukraine’s Azovobschemash Company, the flagship company of Ukrainian heavy engineering Azovmash Group, sold 3,000 wagons worth $100 million to Iran.  This would be Azovobschemash’s first cargo to Iran.  Iran has reportedly asked Ukraine to build 1,000 kilometers of railroad tracks in its mainland and also to participate in modernization projects of railway infrastructure.

Iran – Norway

3.18
Norway has opened a line of credit worth €1 billion aimed at funding development and infrastructure projects in Iran.  The Export Guarantee Fund of Iran and the Norwegian Export Credit Guarantee Agency signed three deals.  The two sides underscored collaboration in all spheres of economy and trade, particularly in monetary and banking areas.
3.19
A landmark deal between Tehran and world powers, which was signed in July last year and came into force in January, saw many international sanctions on Iran getting lifted, reopening of the country’s economy to a stream of investments across a range of industries including financial services, consumer electronics, and renewable energy. 

3.20
The primary investing countries in Iran during this period were South Korea and Germany, which together have a capital expenditure of $2.15 billion. Iran has attracted $5.168 billion in foreign direct investment after the implementation of the nuclear deal.
4.
Multilateral 
4.1
Three Japanese and South Korean (two Japanese and a S. Korean) financiers have shown interest to undertake a petrochemical projects in Iran.  A tender has been placed for implementation of the new plan within the framework of an Engineering, Procurement, Construction and Financing (EPCF) contract. 

4.2
Iran, Indonesia, China to make tripartite oil investment.  An US$8.4 billion worth oil refinery project will be established in a trilateral cooperation between Iran, Indonesia and China.  The refinery will be located in Indonesia and have the capacity of 3,00,000 barrel.  Iran and Indonesia will own 30 percent and 20 percent of the refinery’s shares, respectively, and the remaining will be owned by the China.  The refinery will be constructed in Indonesia in next 4-5 years. 

4.3
As per latest figures released by the European Union's statistics agency Eurostat, the European Union’s trade with Iran increased by 43% and amounted to €5.107 billion in the first half of 2016.   EU exports to Iran during the period increased by 13 percent and reached €3.565 billion.  EU imports from Iran also increased by 52% and valued €396 million.

5.1
Following delegations from India visited Iran during August 2016:

i).
5-member delegation led by Mr. Narendra K Verma, Managing 


Director, ONGC Videsh Ltd. 
(OVL) visited Tehran from 15th – 


18th August, 2016 to discuss Farzad “B” and other matters 



pertaining to payment/crude oil purchase etc.  
ii)
6-member Banking Delegation led by Mr. Praveen Garg, Joint 
Secretary
Ministry of Finance comprising members from RBI, SBI, 
UCO & IDBI visited Tehran from 15th – 18th August, 2016 to 
discuss issues pertaining to banking/finance issues etc.  
5.2
Following delegation from Iran visited India during August 2016:


i)
A 3-member delegation led by  Mr. Mojtaba Mousavian Rizi, 



Director General 
for Asia and Oceania office from Iran Trade 


Promotion Organization (TPO) 
visited India from 31st Aug- 3rd 


Sept.2016 for deliberations on Preferential Trade Agreement (PTA) 


discussions.
6
BUSINESS ENQUIRIES RECEIVED 


From India

63 Indian business enquiries were received and responded during 
August 2016 respectively. 


From Iran


18 Iranian business enquiries were received and responded during 
August’2016 as per list attached. 

7.
EXHIBITIONS/FAIRS TO BE HELD IN IRAN


List of Iranian Exhibitions to be held during 2016-2017 & 2017-2018
(D.S. Meena)

Second Secretary (Commerce)

Distribution as per standard list.      

Hard copy to:-

1. JS (FT-SA), Ministry of Commerce, New Delhi.
2. Director (FT-SA), Ministry of Commerce, New Delhi.
3. Under Secretary (Iran), MEA, New Delhi.
4. Director, ITP Division, MEA, New Delhi.
5. MER Division, MEA, New Delhi. 

