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How World Leaders R eacted to Trump’s Win
“I want to tell the world community 

that while we will always put America’s 
interests first, we will deal fairly with 
everyone, with everyone — all people 

and all other nations,” Trump said

“Our foreign policy is based on 
constructive interaction with the world 

and lifting the international sanctions on 
Iran. This is an irreversible path, and our 
economic relations with other countries 

have expanded,” Rouhani said.

T he election of 
Donald J. Trump 
as president of the 
United States has 

shocked the world — and has 
the potential to reshape it.

“I want to tell the world 
community that while we will 
always put America’s interests 
first, we will deal fairly with 
everyone, with everyone — all 
people and all other nations,” 
Trump said in his victory 
speech.

His triumph was seen as 
good for Russia’s president, 
Vladimir V. Putin, but made 
some in Mexico nervous.

Leaders from Asia, 

Middle East, Europe and 
Latin America offered 
congratulations to Trump or 
to the United States, but the 
distinctions in their messages 
were noteworthy.

Iran Weighs in on New 

Iranian politicians’ reac-
tion to Donald Trump’s vic-
tory in the US presidential 
elections has chiefly focused 
on the potential impact of new 
US policies on the nuclear 
deal.

“Our foreign policy is 
based on constructive interac-
tion with the world and lifting 
the international sanctions on 
Iran. This is an irreversible 
path, and [due to that] our 
economic relations with other 
countries have expanded,” 
Rouhani said.

Regarding Iran’s nuclear 
deal with the world pow-
ers, Rouhani asserted that the 

agreement has been reflected 
in a UN Security Council Res-
olution and therefore is not a 
deal with a single country.

He also noted that 
Washington cannot continue 
spreading “Iranophobia” to 
win an international consen-
sus against Iran.

“America’s position in 
the international community 
and world’s public opinion 
has been weakened because 
of wrong policies,” Rouhani 
said, adding, “This situation 
could become worse if the rift 
between the US and the global 
community increases.”

“The result of the elec-

tion, its impacts and the US 
domestic instability will re-
main for a long time,” added 
Rouhani.

European Union
Top officials at the Euro-

pean Union have invited Don-
ald Trump to Europe for an 
urgent US-EU summit

In a joint letter, Donald 
Tusk, president of the Euro-
pean council and Jean-Claude 
Juncker, president of the Eu-

ropean commission, congratu-
lated Trump and urged him to 
come to Europe for talks “at 
your earliest convenience”. 

Rightwing Populists 
First to Congratulate 

Tusk and Juncker are 
seeking reassurance on key 
issues on which Trump’s re-
marks on the campaign trial 
have rattled European leaders, 
including migration, climate 
change and Russia’s threat to 
Ukraine. 

The letter said: “It is 
more important than ever to 
strengthen transatlantic rela-
tions. Only by cooperating 

US Foreign Policy Post Elec-
tion: In reaction to the result 
of the US presidential elec-
tion, President Hassan Rou-
hani said Nov. 9 that Iran’s 
policies do not change because 
of changes taking place in the 
leadership of other countries.

C o v e r  S t o r y

https://www.theguardian.com/us-news/donaldtrump
https://www.theguardian.com/us-news/donaldtrump
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closely can the EU and the 
US continue to make a differ-
ence when dealing with un-
precedented challenges such 
as Da’esh [Isis], the threats 
to Ukraine’s sovereignty and 
territorial integrity, climate 
change and migration.”

It added: “We would take 
this opportunity to invite you 
to visit Europe for an EU – US 
summit at your earliest con-
venience. This conversation 
would allow for us to chart the 
course of our relations for the 
next four years.”

Tusk made clear that 
Trump’s victory heightened 
uncertainty about transatlan-
tic relations, and called for 
Europe to get its act together 
and restore confidence. “The 
events of the last months and 
days should be treated as a 
warning sign for all who be-
lieve in liberal democracy,” 
he said, adding that no coun-
try could be great in isolation. 
“America and Europe can, 
should and will work togeth-
er”, he added, but this would 
require “major efforts from 
both sides”. 

The EU’s foreign affairs 
chief, Federica Mogherini, 
gave a diplomatic reaction to 
Trump’s victory, tweeting: 
“EU-US ties are deeper than 
any change in politics.”

Martin Schulz, the presi-
dent of the European parlia-
ment, said the vote was “a 
protest vote” similar to Brexit. 
“It began timidly, but this is 
like a wave, a wave of protest 
that will lead to Trump in the 
White House,” Schulz told 
Europe 1 radio.

NATO 
The NATO secretary 

general, Jens Stoltenberg, said 
he was look-
ing forward to 
working with 
Trump and 
that US lead-
ership was vi-

tal to the world’s biggest mili-
tary alliance. 

“It is important that the 
transatlantic bond remains 
strong”, he said, adding that 
“US leadership is as important 
as ever”. Stoltenberg said he 
was looking forward to wel-
coming Trump at next spring’s 
NATO summit, to be held in 
the alliance’s new premises in 
Brussels.

UK 
Theresa May congratu-

lated Trump 
on his vic-
tory in a hard-
fought cam-
paign, saying 
Britain and 

the US have “an enduring and 
special relationship based on 
the values of freedom, democ-
racy and enterprise.”

She added: “We are, and 
will remain, strong and close 
partners on trade, security 
and defense. I look forward to 
working with president-elect 
Donald Trump, building on 
these ties to ensure the secu-
rity and prosperity of our na-
tions in the years ahead.”

Europe’s Far Right 
Boosted by Trump’s Win 

Number 10 policymakers 
are already viewing the result 
through the same prism as 
Brexit. The head of the No 10 

policy board, 
George Free-
man, tweeted: 
“at its heart 
this is about 
a broken con-

tract through the failure of 
globalized market economics 
to serve the interests of do-
mestic workers.”

He said the result was 
“a stunning demonstration 
of how disempowered low 
income Americans feel by 
Washington politics and glo-
balization”. “The insurgency 
is a big test for the constitu-
tional protections for liberty 
and democracy in the UK and 
the US. It is clear we are liv-
ing through a genuine crisis of 

legitimacy sweeping through 
western political economy”.

He asked whether the EU 
leaders will wake up to “the 
roar of anger at globalization, 
machine politics, and out of 
touch elites”. Freeman, who 
was a fierce critic of the tone 
of Trump’s campaign and at 
one point described him as 
Trumpolini, added: “the key 
now is how he governs, and 
who he appoints to his admin-
istration”.

Nicola Sturgeon urged 
Trump to 
prove that he 
can act for all 
US citizens 
regardless of 
their heritage. 

The Scottish first minister said 
many US voters and others 
around the world would feel 
“a real sense of anxiety” at 
his victory, adding: “I hope 
the president-elect will take 
the opportunity to reach out to 
those who felt marginalized by 
his campaign and make clear 
- in deeds as well as words 
- that he will be a president 
for everyone in modern, 
multicultural America.”

“Today must also be a 
moment for those who share 
progressive values - all of us 
who believe in tolerance and 
diversity - to speak up loudly 
and clearly for the values we 
hold dear.”

France
French president Fran-

çois Hollande 
said Trump’s 
win “opens up 
a period of un-
certainty” that 
“must be faced 

with lucidity and clarity”. 
Hollande congratulated 

Trump “as is natural be-
tween two heads of state”, 
but showed little enthusiasm. 
Hollande had openly endorsed 
Clinton. “Certain positions 
taken by Donald Trump dur-
ing the American campaign 
must be confronted with the 

values and interests we share 
with the United States,” he 
said. 

“What is at stake is peace, 
the fight against terrorism, the 
situation in the Middle East. It 
is economic relations and the 
preservation of the planet.”

Foreign Minister Jean-
Marc Ayrault said European 
politicians should heed the 
message from Trump votes. 
“There is a part of our elector-
ate that feels …abandoned”, 
including people who feel 
“left behind by globalisation,” 
he said.

Germany
Chancellor Angela 

Merkel said: “There’s no 
country out-
side the Eu-
ropean Union 
we Germans 
have as close 
a relationship 

with as the United States of 
America. Whoever rules this 
vast country, with its enor-
mous economic strength, its 
military potential, its cultural 
influence, carries a responsi-
bility which is felt all over the 
world.

“Americans have decid-
ed that the person to carry this 
responsibility for the next four 
years is Donald Trump. Ger-
many and America are con-
nected by common values: de-
mocracy, freedom, respect for 
the law and for human dignity 
irrespective of origin, skin 
color, religion, gender, sexual 
orientation or political convic-
tion. On the basis of these val-
ues, I offer the future president 
of America, Donald Trump, a 
close working relationship. 

“Partnership with the 
USA remains a basic pillar 
of German foreign policy in 
order for us to meet the great 
challenges of our time: striv-
ing for economic and social 
wellbeing and a forward-look-
ing climate policy, the fight 
against terrorism, hunger and 
disease, engagement for peace 

and freedom, in Germany, Eu-
rope and all over the world.”

The German foreign 
minister, Frank-Walter Stein-
meier, said: 

“I believe the biggest 
challenge will be to meet the 
high expectations that Trump 
himself has created: to make 
America great again, also 
with a view to the economy, 
to create new jobs in the cur-
rent economic environment, 
all that won’t be easy. Above 
all I hope that we aren’t facing 
bigger tectonic shifts in inter-
national politics. 

“During his campaign 
Donald Trump has spoken 
critically not just about Eu-
rope, but particularly about 
Germany. I think we have to 
prepare for the fact that Amer-
ican foreign policy will be less 
predictable for us in the future. 
We have to be prepared for the 
fact [...] that America will be 
more inclined to make unilat-
eral decisions in the future.”

“The German defense 
minister, Ursula von der 
Leyen, said the results were a 
“huge shock”. She told broad-
caster ARD: “I think Trump 
knows that this was not a vote 
for him but rather against 
Washington, against the estab-
lishment.”

Italy
Italy’s Prime Minister 

Matteo Renzi, 
who was a 
vocal sup-
porter of Hill-
ary Clinton 
even before 

she secured the Democratic 
nomination, offered his con-
gratulations to Trump “in the 
name of Italy” and said he was 
convinced that the friendship 
between Italy and the US was 
strong and solid.

“It’s a new political fact 
that along with other things 
demonstrates that we are in a 
new stage,” Renzi said. “Who 
would say that Trump would 
win? It is that way and we 

respect it, we will cooperate 
with the new American presi-
dent and have a relationship 
between the EU and Italy.”

Pope Francis did not 
mention the US elections dur-
ing his Nov. 9 audience, but 
secretary of state, Cardinal 
Pietro Parolin, offered Trump 
congratulations in a statement 
to Vatican Radio that “his gov-
ernment can be truly fruitful”.

He added the Vatican of-
fered its prayers “that the Lord 
illuminates and sustains him 
in service of his country, natu-
rally, but also in service of the 
well-being and peace of the 
world”. Parolin concluded by 
noting that “there is need for 
everyone to work to change 
the global situation, which is 
in a situation of severe lacera-
tions and great conflict.”

Spain
Prime Minister Mariano 

Rajoy, con-
gratulated the 
new president 
on his victory 
and vowed to 
work with him 

to strengthen Spain’s relation-
ship with an “indispensable 
ally”.

Spain’s foreign ministry 
said it was confident that the 
new era of bilateral relations 
would serve to “reinforce and 
consolidate” Spain’s partner-
ship with the US and “deepen 
the friendship between our 
countries and peoples”.

But Pablo Iglesias, leader 
of the anti-austerity Podemos 
party was less welcoming. 
Above a picture of the famous 
black power salute at the 1968 
Olympics and an emoji of 
a clenched fist, he tweeted: 
“The vaccine against Trump’s 
fascism is social justice and 
human rights, not more estab-
lishment. There are people in 
the US who will resist.”

Sweden
Sweden’s former Prime 

Minister Carl Bildt said 2016 

was the year 
of “double 
disaster” for 
the West. He 
tweeted: “At 
least Richard 

Nixon had a solid understand-
ing of world affairs, maneu-
vered skillfully, but morally 
corrupt, and collapsed in dis-
grace.”

Russia
Vladimir Putin sent 

Trump a tele-
gram to con-
gratulate him. 
Speaking at a 
ceremony in 
the Kremlin, 

the Russian president said: 
We heard the campaign 

slogans when he was still a 
candidate which were aimed 
at restoring relations between 
Russia and the United States.

We understand that it will 
not be an easy path given the 
current state of degradation in 
the relations. And as I have re-
peatedly said, it’s not our fault 
that Russian-American rela-
tions are in such a poor state. 
But Russia wants and is ready 
to restore full-fledged rela-
tions with the United States.

I repeat we understand 
that this will be difficult, but 
we are ready to play our part, 
and do everything to return 
Russian-American relations 
to stable and sustainable de-
velopment track. This would 
serve the interests of both 
the Russian and American 
peoples, and would have a 
positive effect on the general 
climate of global affairs given 
the special responsibility of 
Russia and the US to sustain 
global security.”

Garry Kasparov, former 
world champion turned vocal 
opponent of Putin, tweeted 
simply: “Winter is here.”

At a morning reception 
his residence in Moscow held 
as Trump edged ever closer to 
the White House, US ambas-
sador to Russia John Tefft re-

minded visitors that diplomats 
are unable to give personal 
opinions on elections. He add-
ed: “Whether you’re happy 
or not, one of the key things 
here is to understand that our 
institutions in America will 
continue.”

Privately, however, many 
US diplomats in the country 
will be wondering whether a 
President Trump means a to-
tal reversal on Russia policy. 
Tefft’s predecessor in the role, 
Michael McFaul, wrote on 
Twitter: “Putin intervened in 
our elections and succeeded.”

Ukraine
Officials expressed fear 

prior to the vote that a Trump 
presidency could see Ukraine 
thrown under the bus in favor 
of improved ties with Russia. 

In a statement, President 
Petro Poroshenko offered 

“sincere con-
gratulations to 
Donald Trump 
on being elect-
ed president 
of the United 

States and to the friendly 
American nation on demo-
cratic expression of will”. 

Poroshenko said he had 
met the US ambassador and 
been assured that “the new US 
administration would remain a 
reliable partner in the struggle 
for democracy”.

Czech Republic
President Miloš Zeman 

declared he 
was “very 
happy” with 
Trump’s elec-
tion victory, 
saying he cut 

through political correctness 
and addressed key issues like 
migration. 

Zeman, who endorsed 
Trump in September, said: “I 
would like to cordially con-
gratulate Donald Trump. I had, 
as one of few European politi-
cians, declared public support 
for this candidate … because 

C o v e r  S t o r y

http://www.europe1.fr/international/martin-schulz-jespere-quon-va-trouver-un-creneau-pour-cooperer-avec-trump-2895098
https://www.theguardian.com/politics/2016/nov/09/theresa-may-congratulates-us-election-win
https://www.theguardian.com/politics/2016/nov/09/theresa-may-congratulates-us-election-win
https://www.theguardian.com/us-news/2016/nov/09/putin-applauds-trump-win-and-hails-new-era-of-positive-ties-with-us
https://www.theguardian.com/us-news/2016/nov/09/putin-applauds-trump-win-and-hails-new-era-of-positive-ties-with-us
https://www.theguardian.com/us-news/2016/nov/09/putin-applauds-trump-win-and-hails-new-era-of-positive-ties-with-us
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Continued from page 21I agree with his opinions on 
migration as well as the fight 
against Islamic terrorism.

“I appreciate Donald 
Trump’s public demeanor, 
he speaks clearly, sometimes 
roughly, but understandably, 
and avoids what is sometimes 
called political correctness.”

Saudi Arabia
King Salman expressed 

hope that 
Trump would 
bring stability 
to the Middle 
East. “We 
wish your ex-

cellency success in your mis-
sion to achieve security and 
stability in the Middle East and 
worldwide,” he said, praising 
US-Saudi relations, which are 
“historic and tight between the 
two friendly countries, that all 
parties aspire to develop and 
reinforce”. 

Turkey
In a statement, President 

Recep Tayyip Erdoğan said: 
“The election marks the 

beginning of a 
new era in the 
United States. 
I hope that 
the American 
people’s deci-

sion will facilitate audacious 
steps being taken regarding 
fundamental rights and lib-
erties and democracy in the 
world and regional develop-
ments. Personally and on be-
half of the nation, I wish to 
consider this decision by the 
American people a positive 
sign and wish them a success-
ful future.” 

Mexico
President Enrique Peña 

Nieto said 
he was ready 
to work with 
Trump to help 
bilateral rela-
tions, and that 

the two countries would con-
tinue to tighten bonds of coop-

eration and mutual respect. 
Peña Nieto was heavily 

criticized for receiving Trump 
in Mexico during the cam-
paign, after the Republican 
candidate called Mexican im-
migrants rapists and vowed to 
build a wall between the two 
countries. 

 “Mexico and the United 
States are friends, partners 
and allies and we should keep 
collaborating for the competi-
tiveness and development of 
North America,” Peña Nieto 
said on his Twitter account. 

Mexico’s former presi-
dential candidate Andrés 
Manuel López Obrador called 
for calm. In a video on Face-
book he said Mexico was “a 
free, independent, sovereign 
country”. “It is not a colony, 
it is not a protectorate, it does 
not depend on any foreign 
government.”

Canada
Prime Minister Justin 

Trudeau con-
g r a t u l a t e d 
Trump and 
stressed the 
close friend-
ship and ties 

between the two nations. The 
US accounted for 60% of 
Canada’s global trade in 2014, 
a relationship underpinned by 
Nafta. 

Trump, who has de-
scribed the agreement as “the 
worst trade deal in history”, 
has vowed to renegotiate the 
terms and would move to 
withdraw the US from the deal 
if Canada and Mexico refuse. 
According to the Canadian 
government, nearly 400,000 
people a day cross the shared 
border between Canada and 
the US. 

Trudeau’s statement said: 
On behalf of the Gov-

ernment of Canada, I would 
like to congratulate Donald J 
Trump on his election as the 
next President of the United 
States.

Canada has no closer 

friend, partner, and ally than 
the United States. We look for-
ward to working very closely 
with President-elect Trump, 
his administration, and with 
the United States Congress in 
the years ahead, including on 
issues such as trade, invest-
ment, and international peace 
and security.

The relationship between 
our two countries serves as 
a model for the world. Our 
shared values, deep cultural 
ties, and strong integrated 
economies will continue to 
provide the basis for advanc-
ing our strong and prosperous 
partnership.”

China
Chinese state media said 

President Xi 
Jinping had 
called Trump 
to congratu-
late him on his 
victory. 

“I place great importance 
on the China-US relationship, 
and look forward to working 
with you to uphold the prin-
ciples of non-conflict, non-
confrontation, mutual respect 
and win-win cooperation,” 
Xi was reported to have told 
Trump. Xi also told Trump 
he hoped the two sides could 
avoid “conflict and confronta-
tion [and] instead achieve co-
operation and a win-win [rela-
tionship]”.

A spokesperson for Chi-
na’s foreign ministry said Bei-
jing was looking forward to 
working with the new admin-
istration. “We will work with 
the new US president to ensure 
the steady and sound develop-
ment of bilateral relations so 
as to benefit the people in both 
countries as well as around the 
world,” Lu Kang told report-
ers at a regular press briefing 
in the Chinese capital. 

Lu said any future dis-
putes over trade could be 
settled “in a responsible man-
ner” and hinted at Chinese 
concerns over the possibility 

that Trump might introduce 
protectionist measures. “I 
would like to say that China 
and US trade cooperation has 
benefited the US people rather 
than hurting their interests,” 
he said.

The state-run Xinhua 
news agency said the cam-
paign highlighted that “the 
majority of Americans are re-
belling against the US’s politi-
cal class and financial elites”.

The official Communist 
party newspaper People’s Dai-
ly said the presidential election 
reveals an “ill democracy”.

Indonesia
President Joko Wido-

do said the 
world’s most 
p o p u l o u s 
Muslim na-
tion would 
work with the 

Trump administration. “We 
will keep good relations, espe-
cially in trade and investment 
as we know the US is one of 
Indonesia’s major investors,” 
he said. “I think there will be 
no change.”

Japan
Prime Minister Shinzo 

Abe sent his 
“heartfelt con-
gratulations” 
to Trump. Abe 
said that “as 
a very suc-

cessful businessman with ex-
traordinary talents, not only 
you made a great contribu-
tion to the growth of the US 
economy, but now as a strong 
leader, you have demonstrated 
your determination to lead the 
United States.”

Japan, a key US ally, 
said it would work closely 
with Trump to ensure stabil-
ity in the Asia-Pacific region. 
“There is no change to the fact 
that the Japan-US alliance is 
the cornerstone of Japanese 
diplomacy, and Japan will co-
operate closely with the US 
for peace and prosperity in 

the Asia-Pacific region and 
the world,” the chief cabinet 
secretary, Yoshihide Suga, 
told reporters shortly before 
Trump was confirmed as pres-
ident-elect.

Katsuyuki Kawai, an 
aide to Abe, said he was plan-
ning to fly to Washington to 
meet Trump officials as early 
as next week.

Officials in Tokyo denied 
that Abe had decided to send 
Kawai to the US because Ja-
pan had failed to prepare for a 
Trump victory. “We have been 
preparing to respond to any 
situation, because our stance 
is that our alliance with the US 
remains the cornerstone of our 
diplomacy, whoever becomes 
the next president,” Suga said.

Malaysia
Prime Minister Najib 

Razak – em-
broiled in a 
c o r r u p t i o n 
scandal at 
home that is 
being inves-

tigated in the United States – 
sent a congratulatory message 
to Trump:

“Mr Trump’s success 
shows that politicians should 
never take voters for granted. 
Opinion polls, and established 
political figures, all underesti-
mated the strength of his sup-
port. His appeal to Americans 
who have been left behind 
– those who want to see their 
government more focused on 
their interests and welfare, 
and less embroiled in foreign 
interventions that proved to 
be against US interests – have 
won Mr Trump the White 
House.

He added the US and 
Malaysia “are firm allies in the 
worldwide fight against terror-
ism and extremism.”

Philippines
The Philippine president, 

Rodrigo Duterte, who brand-
ed Obama a “son of whore” 
earlier this year, offered 

“warm con-
gratulations” 
to Trump. 
Duterte, who 
has expressed 
outrage almost 

daily with the Obama admin-
istration and threatened re-
peatedly to end one of Wash-
ington’s most important Asian 
alliances, hailed the success of 
US democratic system and the 
American way of life, accord-
ing to his communications 
secretary Martin Andanar.

Duterte “looks forward 
to working with the incoming 
administration for enhanced 
Philippines-US relations an-
chored on mutual respect, mu-
tual benefit and shared com-
mitment to democratic ideals 
and the rule of law,” Andanar 
said.

Democratic Republic of 
the Congo
President Joseph Kabila, 

who suspects 
the Obama 
administration 
of trying to 
oust him from 
power and 

whose aides have made little 
secret of their preferred win-
ner, issued a statement con-
gratulating Trump.

Speaking both person-
ally and “in the name of the 
people” of the troubled na-
tion, Kabila offered his “most 
sincere congratulations” to 
Trump for his “brilliant elec-
toral victory and, through him, 
to the American people who, 
sovereign, have decided to 
trust him with their destiny”.

Kabila said he wanted 
to “solemnly express his de-
sire” to work with Trump to 
strengthen ties between their 
countries.

Kenya
President Uhuru Ke-

nyatta congratulated Trump 
for his “victorious campaign” 
and Clinton for her “valiant 
effort”. Kenyatta reminded 

Trump that the 
“ties that bind 
Kenya and the 
United States 
of America are 
old, and based 

in the values that we hold 
dear: in democracy, in the rule 
of law, and in the equality of 
peoples.” 

“These values remain 
dear to the peoples of both 
nations, and so our friendship 
will endure,” a statement said. 

South Africa
A statement from Jacob 

Zuma’s office 
said: Presi-
dent Zuma 
conveyed his 
best wishes to 
the President-

elect and looked forward to 
working with President-elect 
Trump to build on the strong 
relations that exists between 
the two countries. He under-
lined that South Africa further 
looked forward to working 
closely with the new Adminis-
tration in the United States in 
promoting peace, security and 
prosperity around the world, 
especially on the African con-
tinent.”

Australia 
Prime Minister Malcolm 

Turnbull said 
his country 
would work 
“as closely 
as ever” with 
the US under 

Trump’s new administration:
Politicians and govern-

ments, congressmen, senators, 
prime ministers, presidents 
come and go according to the 
will of the people of Australia 
and the United States, but the 
bond between our two nations, 
our shared common interests, 
our shared national interests 
are so strong, are so commit-
ted that we will continue to 
work with our friends in the 
United States.” 

C o v e r  S t o r y

cluding Venezuela, in Iran’s 
foreign policy, adding “de-
velopment of ties with Latin 
American countries, includ-
ing Venezuela, has always 
been a matter of great impor-
tance to us and, fortunately, 
our bilateral cooperation has 
been on an increasing trend 
in recent years.”

He further maintained 
that the Venezuelan govern-
ment is determined to imple-
ment agreements made be-
tween the two countries in 
various fields of economy, 
politics, and culture, and 
stressed that he would wel-
come consultations between 
the two countries’ ministers 
for expediting the process of 
cooperation. 

Give U.S. a Seat at OPEC: 
Maduro wants to invite the 
U.S. to OPEC’s next meeting, 
saying the world’s biggest 
crude producer should be in 
talks to stabilize global crude 
prices.

Maduro, whose country 
holds the globe’s biggest oil 
reserves, said on Venezuelan 
state television (Oct. 21) that 
he’s pushing for an “alliance” 
of OPEC and non-OPEC 
members, including the U.S. 
and “the most important oil 
companies in the world.”

In talks with other na-
tions, “they proposed invit-
ing the government of the 
U.S. to the next OPEC meet-
ing, and I agreed with that, 
because they are a big pro-
ducer and they can’t be iso-
lated from this and be lured 
by analysts, warmongers, or 
anti-Russia sectors,” Maduro 
said on the program.

The statement came 
during a visit to Azerbaijan, 
Maduro’s first stop on a 
world tour of oil-producing 
countries to raise support 
for a deal to boost prices by 
cutting output.  

https://www.theguardian.com/us-news/2016/jun/29/obama-trudeau-pena-nieto-ottawa-trump-brexit
https://www.theguardian.com/us-news/2016/jun/29/obama-trudeau-pena-nieto-ottawa-trump-brexit
https://www.theguardian.com/us-news/2016/jun/29/obama-trudeau-pena-nieto-ottawa-trump-brexit
https://www.theguardian.com/world/2015/sep/22/us-investigators-launch-probes-into-scandal-hit-malaysian-pm-najib-razak
https://www.theguardian.com/world/2015/sep/22/us-investigators-launch-probes-into-scandal-hit-malaysian-pm-najib-razak


IRAN INTERNATIONAL, January 2017, No. 82IRAN INTERNATIONAL, January 2017, No. 8216 17

parent more than before due to the same 
water crisis. The important point is that 
we live in a planet that has sufficient wa-
ter resources but if these resources are 
not protected and in absence of a proper 
management for its consumption, a hard 
future will be awaiting us.

Although 70 percent of the Planet 
Earth is covered by water, only 2.5 per-
cent of this water is fresh and safe while 
one percent of it is available. Meanwhile, 
water meets a large part of the needs of 
the body and without water even there is 
no possibility for human survival and for 
production of other foodstuffs. It is ex-
pected that by the year 2025, half of the 

Water as the Oil 
of 21st Century!
Water can be regarded the oil of 

the 21st century. Access to wa-
ter resources is the main fac-

tor in development of the world economy 
and effectiveness of government policies 
in the years to come. In fact, global short-
age of water resources threatens eco-
nomic growth and leaves a negative im-
pact on geopolitical stability. We should 
accept that water in the years ahead will 
be a very valuable commodity and can be 

the main factor for many domestic and in-
terstate conflicts; water crisis is the main 
crisis of the twenty-first century and is the 
main factor that causes us to feel atmo-
spheric changes. 

Droughts, storms and floods will 
cause us to notice atmospheric changes 
and the change in the volume of water in 
our access. On the other hand, drop in the 
quality of drinking water is also a very 
serious problem that will become ap-

world countries will be faced with short-
age of water resources and by the year 
2050, over 75 percent of the world popu-
lation would be witness to water crisis. 

International warnings indicate that 
46 world countries with a total population 
of 2.7 billion are at the risk of living in 
extreme dehydration; Moreover, atmo-
spheric changes and water related crisis 
have escalated the possibility of violence 
in those countries and their conflict with 
other countries. 

In 56 world countries with a 
population of over 1.2 billion, the risk of 
political instability has been forecasted. 
This shows that half of the world 

population is faced with a crisis which 
requires high costs to encounter or even 
eliminate. It is a crisis that has been 
created due to improper management of 
the resources, which prevailed abundantly 
in the world in previous decades. Of 
course, we should bear in mind that this 
crisis is seen more in the Middle East and 
North Africa rather than other countries 
of the world. Because these countries 
are in tropical areas and management of 
water resources and wetlands in these 
regions is not done properly.

Therefore, water can be considered 
one of the scarcest resources available 
on Earth and one of the most essential 

Droughts, storms and 
floods will cause us 

to notice atmospheric 
changes and the change 

in the volume of water in 
our access.
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of them. On the other hand, this slight 
volume of water in the world has not 
been evenly distributed and some areas 
such as those in North America have high 
volumes of water while the Middle East 
and North Africa do not have adequate 
water resources for supplying their 
everyday needs. 

Studies conducted by the World 
Bank show that countries in the Middle 
East and North Africa are the world 
countries with the most water scarcity 
while their population grows every day 
and for the shortage of financial resources, 
they cannot take advantage of a great part 
of water industry technology. 

Therefore, water shortage in these 
countries has resulted in a cut in their 
agricultural output and has endangered 
survival of human beings and animals. 
According to the World Bank, five percent 
of the world population is residing in 
these regions while only one percent of 
the water resources to be restored in the 
world belong to these countries and this 
imbalance well shows the situation the 
Middle East is facing today and what 
conditions it will experience in future.

According to a report by the United 
Nations, 12 world countries with most 
water scarcity are located in the Middle 
East and the average accessibility to 
water in the Middle East and North Africa 
is 1200 cubic meters per person, which is 
one-sixth of the average access to water 
in the world. 

The average amount of water avail-
able to each individual a year ago was 
equal to seven thousand cubic meters. 
Meanwhile, some of the countries of 
this region have allocated the highest per 
capita consumption to themselves and the 
scope of their problem broadens every 
day. It should be noted that the Persian 
Gulf littoral states are experiencing the 
largest gap between water supply from 
restorable resources and demand for wa-
ter. For example, Bahrain has used 220 
percent of its renewable water resources 
while the amount of consumption in Sau-
di Arabia is 943 percent and in Kuwait 
2465 percent of the renewable resources. 

On the other hand, atmospheric 
changes caused reduction of rainfalls 
to 20 percent and increased precipita-
tion rate. Meanwhile, wetlands that play 
an important role in water supply in the 
countries are rapidly degrading and this 
high speed of destruction is more ob-
served in tropical countries than in other 

countries. Of course, absence of protec-
tion for wetlands and their unprincipled 
use has escalated the speed of destruc-
tion, which can be controlled contrary to 
the atmospheric changes.

However, this event is taking place 
and although the wetlands can be classi-
fied as protected areas and their further 
destruction can be prevented, until their 
renewed regeneration, a solution should 
be found for water supply. 

Commenting on this problem, the 
Foreign Policy journal wrote that the 
Middle East has a big economic advan-
tage and that is richness of this region in 
oil and natural gas reserves. The Middle 
East has high oil reserves a great part of 

which has been discovered and a large 
part has still to be explored. It seems 
that politicians in these countries should 
export oil and with its revenue should 
purchase the desalination technology or 
import fresh water into their countries 
through piping or other methods agreed 
with their trade partners. 

This system can be called ‘oil for 
water’, which in future is the only way to 
supply fresh water to the Middle East. It 
is expected that up to that time, the price 
of water in the world would grow consid-
erably as its value for the continuation of 
human survival and the survival of other 
creatures is not less than oil. 

In my opinion, extroversion means 
interaction with the world and the 
surrounding environment. This key-

word, contrary to introversion, which 
means directing one’s attention within 
oneself, has different dimensions; inter-
action for the exchange of commodities 
and services, knowledge and technology 
are among these dimensions and attain-
ment of this kind of interaction with the 
world is essential for a society. 

The reason is also clear. Develop-
ment of science, technology, economic 
progress and so on is prevalent in every 
corner of the world and no country could 
claim it has all the achievements within 
itself. 

As a result, if domestic goods, ser-
vices, and competitive advantages could 
be presented at the world level and, ad-
vantage could be taken from the top com-
modities and services of others, this will 
cause progress. In addition, in interacting 
with the world, findings and results of 
research works could be exchanged and 
this trend will accelerate progress of the 
society in scientific, technological and 
economic fields. 

In fact, this issue in the contempo-
rary world is imperative. In other words, 
if a country neglects extroversion it can 
hardly keep pace with the humanity and 
will be affected by some sort of back-
wardness. Now, if a country lags behind 
other societies, then its economic, politi-
cal and military security will be overshad-
owed. Therefore, extroversion is one of 
the necessities of each society, a require-
ment which has soundly been referred 
to in general policies of the Economy of 
Resistance.

In Iran’s economy, now there are a 
number of small and big problems. One 
of these problems is recession which 
alone causes another complication called 
unemployment. Naturally, for getting out 
of recession and reaching prosperity, it 
is necessary for the side of demand to be 
activated and expanded. To this end, it is 
also necessary that work and job be cre-

ated and investment be made, in order to 
motivate the general demand and make 
exit from recession possible. 

Meanwhile, capital resources within 
the country are limited to such an extent 
that government investment with regard 
to the outstanding drop in oil revenues 
has remarkably decreased. On the one 
hand, due to the existence of recession 
investment making will be faced with 
reduction. Because, investment is made 
when in response to the existing demand, 
capacities will need to be developed. 
Therefore, with regard to the recession 
and lack of capital and of course absence 
of demand, development of exports can 
be helpful: Exports that will surely be 
achieved in the light of extroversion. 

As it was mentioned, extroversion 
means interaction with different countries 
and in different geographical locations. In 

interacting with these countries, we can 
link their existing or potential demand 
with our production capacities, and by 
relying on foreign demand, we can come 
out of the recession sooner. 

Another point with regard to the 
shortcomings of domestic investment is 
the need of the economy for foreign in-
vestment. In an effort to expand some 
sectors such as oil and gas, mines and 
energy-consuming sectors, investment 
is needed. Therefore, if constructive and 
honorable interaction is forged with the 
world, the current of investments from 
the other side of the borders can be di-
rected inside the country. 

In this way, both infrastructures will 
be developed and domestic demands will 
increase. This will bring prosperity to the 
country in the short run and in the long-
term will prepare the ground for appropri-
ate economic growth. 

The other important point is the ne-
cessity of absorbing technology in dif-
ferent fields with an aim of modernizing 
the mainly old industries of the country, 
which are operating at high costs. 

Certainly, due to interaction with 
countries owning technology, the coun-
try’s industries can be renovated quickly 
through transfer of technology. This tech-
nology of course is not confined to prod-
uct and production processes. In fact, we 
need the technology for improvement of 
management in our organizations. 

Now it is necessary that manage-
rial systems in different organizations of 
the country – especially in larger orga-
nizations, which of course need further 
complicated management and are mainly 
active with meager efficiency – be re-
formed. 

On the one hand, acceleration of the 
management reform of these organiza-
tions is highly important and this will be 
attained in the light of interaction with the 
world. Therefore, in all the mentioned di-
mensions extroversion can help exit from 
the recession and realization of accept-
able economic growth.  

Extroversion Means 
Interaction with the World

Dr. Ali-Naghi Mashayekhi, Economist

Naturally, for getting out 
of recession and reaching 
prosperity, it is necessary 

for the side of demand 
to be activated and 

expanded.
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A businessman is a friend of God 
but not any businessman. A true 
businessman is a friend of God; 

because he is the one whose business 
serves the interests of others and brings 
blessing to others more than he thinks 
about his own interests. The scientific 
version of this principle is in fact the same 
as alignment of individual and collective 
interests in a society based on competi-
tive economy.

In the meantime, there are always 
those who are looking for their personal 
interests at any possible way and would 
not hesitate to trespass the rights of oth-
ers. The more the economic system of a 
society is non-competitive, state-owned 
and coupled with severe inflationary fluc-
tuations, the more the environment would 
be appropriate for the growth of this type 
of illicit traders, and naturally this would 
make the situation more difficult for true 
businesmen. 

Towards the end of the 10th govern-
ment and in the chaotic conditions under 
which the sanctions had been escalated, 
some raised the idea of “sanctions deal-
ers”, which was in fact a clear example 
of the same illegitimate business cited 
above. Beyond this particular case it 
should be noted that it is more than four 
decades that Iran’s economy, due to sever-
al reasons, has become more state owned 
and more affected by inflationary fluctua-
tions to the extent that it has boosted vari-
ous types of illegitimate businesses.

Along with different illegitimate 
trades caused by governmental economy 
such as taking advantage of different 
rents and monopolies, some kind of infla-
tionary trade has emerged the interest of 
which depends on the continuation of the 
turbulent inflationary conditions. Identifi-
cation of these cases is not a difficult task. 
All the major debtors and professional 
borrowers, including the government 
itself are examples to cite; because con-
tinued inflation would reduce their debts 
in cash and increase the value of their 
non-cash belongings. In addition to these 

visible inflationary businesses, there are 
more or less invisible traders who make 
huge profits through speculation in the 
market for land, housing, stock exchange, 
currency and gold and by doing so create 
bubble and turbulent markets.

Continued reduction in inflation rate 
in our country over the past three years 
and reaching a single-digit this year and 
creation of relative stability in the macro-
economic level has endangered the inter-
ests of all of these inflationary businesses. 
Therefore, it is natural if they try to undo 
what has already been done through dif-
ferent schemes and once again accom-
plish their goals. Of course, they would 
never overlook the blessings of inflation 
for their specific interests, rather they 
would talk about the general advantages 
of a two-digit inflation in the range of 
15%, and how such a figure would stimu-
late demand, help coming out of recession 
and generate employment. But, the truth 
is that as soon as the inflation rate rises 
again the speculators would resume activ-
ity and rstore turbulence to all the mar-
kets and thus waste the greatest economic 
achievements of the 11th government. 

The concern of the Central Bank of 
Iran (CBI) and government officials over 
failure to cut bank interest rates, com-

mensurate with the drop in inflation on 
the one hand, and insistence on rapid exit 
from recession in less than a year to the 
presidential election on the other, led to 
the adoption of policies in recent years 
that seem to have stopped the falling in-
flation trend and causing its rise again. 

These policies were tantamount to 
monitoring stimulation of demand, con-
tribution to financing debtor and troubled 
corporations and also the apparently 
non-imperative (but in practice impera-
tive) cut in bank deposit interest rates and 
finally involvement of the CBI in intra-
banking market, which all contributed  
to a rise in monetary base and liquidity. 
Therefore, the inflationary potential has 
currently increased in Iran’s economy in a 
dangerous way and it seems that only the 
positive expectations towards the single-
digit trend of the inflation has prevented 
translation of this potential into reality.

The plans that have been announced 
these days by the aithorities under the 
title of “saving the money market” and 
“ceasefire in the money market” despite 
their positive aspects, contain some wor-
rying policies, including  securitization 
of government bonds with the CBI. This 
measure would ultimately have no result 
other than increase in the monetary base 
and along with other measures already 
cited would strengthen the inflationary 
potential.

We hope that the economic and 
monetary policy makers will pay attention 
to the fact that if they hit the wrong 
target in checking the inflation and if the 
positive expectations are reversed, then 
no one would be able to control it easily. 
The professional inflation businessmen 
are waiting for an opportunity to take 
action and by creating bubbles in the 
market restore the vicious cycles of 
inflation into the national economy. The 
present single-digit inflation is a very 
important achievement towards healing 
the economic system of Iran which must 
be turned a long term historical reality 
from a transitional event. 

Businesses that Gain 
from Inflation!

Venezuela’s Maduro Visits Iran, 
Calls for Oil Price Cooperation
Venezuelan President Nicolas 

Maduro called (Oct. 22) for 
increased cooperation between 

oil-rich nations to stabilize prices as 
he met with the Supreme Leader and 
President of Iran.

To stabilize the price of oil, new 
mechanisms should be taken and con-
sultation among oil-producing countries, 
be they members or non-members of the 
OPEC, should increase,” Maduro said.

Venezuela’s economic and political 
crisis has been compounded by the col-
lapsing price of oil, and Maduro hopes that 
other oil-rich countries will agree to cap 
production in order to boost global prices.

Iran’s Supreme Leader Ayatollah 
Ali Khamenei implied that the falling 
price of oil was “an instrument” imposed 
by the United States to “put pressure on 
independent countries.”

“We can adopt a rational policy and 
reinforce our cooperation to prevent these 
plots and this hostile policy,” Ayatollah 
Khamenei said.

Maduro also received support from 
Rouhani, who said: “Iran backs any effort 

bringing stability, fair price and members’ 
fair share to the oil market.”

The Venezuelan leader arrived in 
Tehran following a meeting earlier (Octo-
ber 22) with Azerbaijan’s President Ilham 
Aliyev, during which Maduro reportedly 
said that a deal was close between OPEC 
and non-OPEC nations.

OPEC members agreed to limit pro-
duction for the first time since 2008 at an 
informal meeting in Algiers in September.

They are due to formalize the deal 
when they meet on November 30, amid 
doubts from market analysts over wheth-
er it can be effectively implemented.

Ayatollah Khamenei added: “In the 
past when some Muslim countries moved 
to counter the Zionist regime (of Israel) 
by halting the oil [supply], Westerners 
made hue and cry under the pretext of the 
political use of oil, but unfortunately the 
same countries, together with some mem-
bers of OPEC (Organization of the Pe-
troleum Exporting Countries) and some 
states in our region which themselves are 
suffering from such policies, are now us-
ing oil as a weapon in full coordination 
with the US policies,” the Leader stated.

Iran Backs Efforts for Stability in Oil 
Market: President Rouhani meanwhile 
said in a meeting with Maduro that Iran 
backs any effort aimed at bringing stabil-
ity, fair prices and producers’ fair share to 
the oil market.

He stressed the necessity of coordi-
nation and technical cooperation among 
OPEC and non-OPEC countries to 
achieve this end.

Elsewhere, Rouhani touched upon 
the special status of Latin America, in-

Iran’s Supreme Leader 
implied that the falling 

price of oil was 
“an instrument” imposed 

by the United States 
to “put pressure on 

independent countries.”

Dr. Mousa Ghaninejad, Economist
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including Siemens AG and Volkswagen, 
accompanied the minister on the flight to 
Iran and more joined him once the plane 
landed in Tehran.  

The purpose of the trip was to “po-
sition the German economy one year on 
from the nuclear agreement”, said Rudolf 

Gridl, who specializes in the Middle East 
and North Africa at the Economy Minis-
try. “We are very confident that contracts 
or letters of intent will be signed.”

Germany’s relations with Iran have 
changed dramatically in the past year. 
After years of Iran’s economic sanc-

economic forum at Iran Chamber of Com-
merce, Industries, Mines and Agriculture 
headquarters in Tehran (Oct. 3), Gabriel 
said Germany wanted to “remind the 
United States of the commitment to get to 
an effective dismantling of sanctions”.

“Germany wants to help Iran push 
ahead with reforms,” he said, adding that 
he believed the Islamic Republic was a 
reliable credit partner.

“Our aim is to support the current 
government with its path to opening up 
to the world.”

Meanwhile, head of ICCIMA, Ghol-
amhossein Shafei said Iranians have al-
ways thought highly of German people. 
He added that his country is after im-
proved economic, cultural and techno-
logic relations with the European country.

Balancing Act
As many as 37 business representa-

tives from prominent German companies, 

Iran-Germany Trade to 
Reach €5bn in 2017

German firms have signed 10 
business agreements with Iranian 
partners during the fifth session 

of Iran-Germany Economic Commission 
in Tehran early in October.

German Vice Chancellor and 
Economy Minister Sigmar Gabriel and 
his Iranian counterpart Ali Tayyebnia 
attended the session.

Several German Mittelstand firms, 
the small- to medium-sized companies 
that form the backbone of the economy, 

had signed deals with Iranian partners, in-
cluding SMS group, a builder of steelmak-
ing plants and INTRA industrial solutions.

Mitsubishi Germany signed a con-
tract to modernize a gas-fired plant, while 
plant constructor Keller HCW wants to 
build a brickyard in Iran.

Both countries’ central banks have 
also agreed to a technical cooperation 
deal. There was no detail on the size of 
the agreed deals.

Industrial giant Siemens AG and au-

tomaker Daimler will be among the first 
German firms to benefit from opportuni-
ties in Iran, but they are proceeding care-
fully and only after legal reviews.

The German banking sector has 
been reluctant to underwrite business 
deals for fear of falling foul of remaining 
US sanctions imposed on Iran over non-
nuclear issues.

Reminder to US
Speaking at the opening of a 2-day 
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tions, negotiations between Iran and the 
five permanent members of the UN Se-
curity Council (Russia, China, the United 
States, France and Britain) plus Germa-
ny succeeded in a wide-reaching easing 
of sanctions in return for the country’s 
pledge to scale back its nuclear program 
and submit to international inspections.

Once the agreement was reached, 
Gabriel became the first EU minister to 
visit Iran and other German politicians 
have been quick to revive the previously 
good relations between the two countries.

“There’s a very large interest from 
the German side,” Gridl said. “All the 
German federal states have already sent 
delegations separate from this trip hap-
pening now.”

The main lingering problem is that 
the United States has only partly relaxed 
its sanctions. Iran can export oil and gas 
again, as well as access long-frozen as-
sets, but a US embargo remains in place. 
That makes international banks and busi-
ness, including some in Germany and 
France, hesitant to invest in Iran.

A dozen years of sanctions have 
resulted in Iran’s banks lagging behind 
international standards.

“The federal government tries to 
provide Iran technical help with regard to 
bringing its banking sector up to speed,” 

Gridl said.
There are high expectations, espe-

cially in the power, transport and health 
care industries. Many of Iran’s hospitals 
are dilapidated and require international 
knowhow.

Bilateral Trade
Managing Director of Iran-Germany 

Chamber of Industry and Commerce 
Rene Harum said trade between the two 
countries is expected to reach €5 billion 
in 2017 and €10 billion in the coming 
years.

Speaking at the first meeting of the 
joint chamber in Tehran late in Septem-

ber, Harum said bilateral trade stood at 
€2.5 billion in 2015.  

He said Germany is willing to be-
come Iran’s top trading partner, replac-
ing China whose trade with Iran topped 
$22 billion in the last Iranian year (March 
2015-16).

According to the Islamic Republic 
of Iran Customs Administration, trade 
between Iran and Germany stood at $2.13 
billion in the last Iranian year, down 25% 
over the previous year.

IRICA’s latest stats show bilateral 
trade is already witnessing a rebound.

Iran exported 10,400 tons of non-oil 
goods, worth $87 million to Germany in 
the first four months of the current Irani-
an year (started March 20), registering a 
%1.4 increase compared with last year’s 
corresponding period.

Pistachios, carpet, caviar, saffron 
and dates were among the main exports.

More than 419,000 tons of goods 
valued at $671.3 million were imported 
from the European country during the 
same four-month period, indicating an 
18% rise year-on-year. Imports mainly 
included industrial machinery, grain, 
pharmaceuticals and steel products.

International Courtships
Gabriel’s visit, the second in 14 

months, came as almost all Western coun-
tries step up efforts to re-establish trade 
ties with Iran after the nuclear deal signed 
on 14 July 2015. The deal, which obliges 
Iran to restrict its nuclear program, has 
led to removal of most international sanc-
tions imposed amid fears that Tehran was 
planning to build atomic weapons.

However, remaining US sanctions 
and political concerns have so far put a 
dampener on Iran’s economic recovery, 
with European banks reluctant to provide 
loans as long as any sanctions remain in 
place.

Nonetheless, figures provided by the 
German Chambers of Industry and Com-
merce show that trade between Germany 
and Iran reached a volume of 1.5 billion 
euros ($1.69 billion) between January and 
July 2016. This represents an increase of 
8 percent over the previous year, but is 
less than was hoped for.

The chamber expects exports to Iran 
to increase to 5 billion euros in the short-
term and possibly double that figure in 
the long-term.

Germany has commercial and 
cultural ties with the Islamic Republic 
going back to the 19th century.

Positive Step
The visit to Iran was a positive step 

on the road to expanding economic rela-
tions after years of sanctions, business 
representatives said.

After years of tough international 
sanctions it will take time to rebuild mo-
mentum in the relationship, Eric Sch-
weitzer, President of the German Cham-
bers of Commerce and Industry said. 
“Now some trust must be rebuilt,” he 
said, adding that Gabriel’s trip no doubt 
was helpful in achieving that goal.

Reinhold Festge, president of the 
German machine builders association 
VDMA, told Reuters that he came away 
with a positive impression after meeting 
with Iranian officials.

“In this respect, after this trip I am a 
little more reassured,” he said. 

“We have earned billions from oil 

exports, with which we could do some 
good business with the Germans,” Iranian 
Oil Minister Bijan Namdar Zangeneh told 
the DPA news agency, saying that prob-
lems with bank transactions had slowed 
this process. “That is bad for us and also 
bad for Germany,” he said.

Gabriel said that despite existing 
financing problems, “German industry 
is very interested” in the rebuilding of 
economic relations and “so too are the 
Iranians.”

Iran to Open Private Banks in 
Germany to Boost Trade Ties
At least two private Iranian banks 

will open branches in Munich. Germany 
has been looking to boost exports to Iran 
since nuclear program-related sanctions 
were lifted on Tehran last year.

Iran’s Middle East Bank and Sina 
Bank will open branches in the Bavarian 
city of Munich by the end of the year, 
Central Bank of Iran said, a development 
that could help boost German exports to 
the Islamic Republic.

Despite the lifting of international 
sanctions after implementation of last 
year’s nuclear deal, major European 
banks have refrained from working with 
Iran due to concern over US non-nuclear 
related sanctions. Iran has accused the 

Industrial giant Siemens 
AG and automaker 

Daimler will be among 
the first German 

firms to benefit from 
opportunities in Iran, 

but they are proceeding 
carefully and only after 

legal reviews.

The German banking 
sector has been reluctant 
to underwrite business 
deals for fear of falling 
foul of remaining US 

sanctions imposed on Iran 
over non-nuclear issues.
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United States of blocking the country’s 
economic integration with the world 
economy.

Lack of financing has upset the 
potential for major trade deals between 
Iran and Germany.

Ilse Aigner, Bavaria’s economy 
minister told the “Münchner Merkur” 
newspaper (Oct. 2) that the new Iranian 
bank branches would help German 
businesses realize greater exports to Iran.

“Business ties between Bavarian 
companies and Iran often fail today be-
cause of barriers in the payment process,” 
said Aigner, who was on her second trip 
to Iran this year to boost trade ties.

“That is why having branches of 
Iranian banks in Munich is particularly 
important for our businesses. Especially 
our small and medium-sized firms have 
enormous export prospects to Iran that 
they will be able to utilize more easily in 
the future,” she said.

Aigner pointed to German engi-
neering, automotive, aerospace, environ-
mental technology, pharmaceutical and 
medical technology companies as having 
an interest in exporting to Iran. She also 
said three banks would open in Munich, 
although the CBI confirmed only two.

Iran is also in talks with the German 
central bank and other banks to settle oil 
exports in euros instead of dollars.

Siemens said it will supply compo-
nents for 50 diesel-electric locomotives 
to Iran. It did not disclose the value of the 
contract, but based on comparable deals, 
it could be in the low hundreds of mil-
lions of euros.

Germany was for decades a major 
trading partner of Tehran before the 
sanctions allowed China and several 
other nations to overtake it.

German exports to Iran jumped 
15 percent in the first half of the year 
to 1.13 billion euros and could reach 4 
billion euros in the full year, said Michael 
Tockuss, head of the Hamburg-based 
German-Iranian Chamber of Commerce.

Siemens, MAPNA Sign Iranian 
Locomotive Contract
Siemens is to supply MAPNA with 

components for the assembly of 50 Safir 
diesel-electric locomotives at its factory 
in Karaj.

Siemens has signed a contract to 
support the modernization of the rail 
network and supply local industrial 
group MAPNA with components for 

the assembly of 50 Safir diesel-electric 
locomotives at its factory in Karaj.

The contract was signed on October 
3 during an official visit to Iran by 
Germany’s Vice-Chancellor and Minister 
for Economic Affairs & Energy Sigmar 
Gabriel. It follows Siemens’ signing of 
a memorandum of understanding for 
cooperation with the Islamic Republic of 
Iran Railways on January 6.

‘As Iran seeks to modernize its rail-
way infrastructure, Siemens is proud to 
support these ambitions’, said Siemens 
management board member Siegfried 
Russwurm. ‘We are pleased to work with 
our partners at RAI and MAPNA Group 
and look forward to contributing to the 
country’s sustainable economic develop-
ment, of which rail is a key component.’

In 2008 Siemens and MAPNA 
signed a technology transfer agreement 
covering the production of 150 ER24PC 
IranRunner diesel locomotives, the 
first 30 of which were delivered from 
Germany.

Germany Eyeing €3bn Investment 
in Iran
Iran said (Oct. 2) Germany is 

preparing to implement an action plan to 
invest €3 billion in different industries of 
the Islamic Republic. 

Ali Majedi, Iran’s Ambassador to 
Germany, said the investments will be 
made through a consortium comprising 
six German banks. 

Majedi emphasized that the related 
agreements for this will be signed during 
the visit to Tehran by the German Vice 
Chancellor and Economy Minister 
Sigmar Gabriel.  

He added that Iran and Germany 
have over the past months devised fast 
track economic cooperation plans and 
that those plans include the development 
of power plants and generation of 
electricity. 

A recent agreement that Germany’s 
Siemens signed with Iran’s MAPNA 
Group to transfer the technology of gas-
powered turbines is an example of such 
plans, the Iranian envoy said. 

Others, he added, concern producing 
electric and diesel locomotives as well 
as train cars and providing the signaling 
systems for Tehran-Isfahan - and probably 
Tehran-Mashhad – tracks. 

Majedi further emphasized that 
Germany’s Volkswagen plans to transfer 
the technology to Iran to produce two of 
its models – what he said will be part of 
the same fast track plans devised by the 
two countries.   

Iran and Germany used to be close 
trade partners but bilateral business 
dropped as a result of sanctions, declining 
to €2.4 billion ($2.6 billion) last year from 
around €8 billion in 2003-4, according to 
German figures.  

“There’s a very large 
interest from the German 

side,” Gridl said. “All 
the German federal 

states have already sent 
delegations separate from 
this trip happening now.”
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Iran and Germany signed six memo-
randums of understanding for coop-
eration in the transportation sector.
The agreements were signed follow-

ing a meeting between Iran’s Minister of 
Roads and Urban Development Abbas 
Akhoundi and his visiting German coun-
terpart Alexander Dobrindt in Tehran 
(Oct. 22).

Dobrindt arrived in Tehran heading a 
trade delegation (Oct. 20). The visit came 
a few weeks after German Economy 
Minister Sigmar Gabriel visited Iran.

Hoping that the two sides can 
expand their transport cooperation in 
future, Akhoundi informed that different 
German companies, such as Siemens 
are applying for taking part in Iranian 
transport projects.

Dobrindt also met Head of Civil 
Aviation Organization of Iran Ali 
Abedzadeh.

In their meeting, Abedzadeh voiced 
his organization’s readiness for studying 
proposals by German companies, while 
Dobrindt expressed German adminis-
tration’s willingness to finance aviation 
projects in Iran.

The German minister traveled to 
Iran accompanied by a delegation com-
prising general directors of various Ger-

man companies active in shipping, ports, 
and marine transportation as well as air-
ports officials.

During Gabriel’s early October 
visit, the largest engineering company 
in Europe, Siemens, agreed to supply 
components for 50 diesel-electric 
locomotives to Iran’s MAPNA Group.

Another agreement was also signed 
between the two companies to jointly 
manufacture 70 electric locomotives to 
be used in the 926-km Tehran-Mashhad 
railroads, which Iran is planning to 
electrify.

Together with Iran’s Economy Min-
ister Ali Tayyebnia, Gabriel co-chaired 

Iran, Germany Sign  6 Transport MOUs
the fifth session of Iran-Germany Eco-
nomic Commission in Tehran on Octo-
ber 3. German firms signed 10 business 
agreements with Iranian partners at the 
gathering.

Siemens has long been in negotia-
tions with Iran over an order for track 
technology and ICE 3 trains, a model of 
intercity train in use in Germany. The deal 
would be worth more than 2 billion euros 
($2.25 billion), industry sources say.

Germany has traditionally had close 
economic ties with Iran, and after last 
year’s nuclear accord, which paved the 
way for ending sanctions in place for 
years, German firms are now seeking 
business there again.

Iran, German Bank Resume 
Oil Partnership

Meanwhile, Iran’s deputy oil min-
ister for international affairs said oil co-
operation between Iran and Germany’s 
Deutsche Bank have been resumed.

Amir Hossein Zamaninia touched 
upon lack of cooperation on the part of 
major European banks with Iran especial-
ly as regards oil deals in the post-JCPOA 
(Joint Comprehensive Plan of Action) 
era and noted: “However, unlike the 
past when collaborations were limited to 
small European banks, prominent banks 
are also boosting their ties with Iran.”

Germany has 
traditionally had close 

economic ties with Iran, 
and after last year’s 

nuclear accord, which 
paved the way for ending 

sanctions in place for 
years, German firms are 

now seeking business 
there again.

“Transactions with Deutsche Bank 
of Germany were resumed a few days ago 
for conducting a number of oil deals,” 
stressed the official, asserting that several 
other major European banks will reinvig-
orate ties with Iran in coming days.

Zamaninia, while pointing to the 
talks held with giant oil companies over 
new oil partnerships under IPCs (Iran 
Petroleum Contracts), said “a number 
of firms are still harboring doubts about 
launching cooperation with Iran within 
the framework of the new model for Ira-
nian oil contract though negotiations are 
still underway.”

“Talks are being conducted in order 
to introduce IPCs to foreign companies, 
European ones in particular,” he 
maintained, adding, “Developments have 
emerged in negotiations with several 
major European companies the results of 
which will be announced within weeks.”

Germany’s Deutsche Bank had 
officially suspended banking activities in 
Iran in 2006 especially in areas of crude 
or oil product sales.

In 2007, Deutsche Bank spokesman 
Ronald Weichert confirmed that it was 
pulling out of Iran, a country where it 
derives just 0.1% of its revenue, because 
it didn’t make business sense to stay.   
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dedollarization has halted and even re-
versed in many emerging market coun-
tries. But notable exceptions are found 
precisely in the birthplace of modern 
financial dollarization—Latin America, 
where movement away from the dollar 
has continued. We look at the Peruvian 
experience in detail and find some key 
policy lessons that may be relevant for 
many other countries.

A global look

An examination of 28 emerging 
market economies over the past 15 years 
found moderately high financial dollar-

ization in Europe and Latin America but 
relatively little in Asia and the rest of the 
world (see Chart 1). There are two com-
mon and diverging trends. The first is the 
persistent decline in dollarization (bank 
deposits in dollars or euros as a percent-
age of total deposits) from the beginning 
of the century until the eve of the global 
financial crisis in 2007; the second is the 
increase in dollarization in emerging Eu-
rope and a turnaround in dedollarization 
in Latin America starting in 2012.

Yet the regional averages mask 
considerable variation across countries. 
To unearth some of those differences, 
in Chart 2 we plotted the country-by-

country breakdown 
before and after 
the global crisis. 
Countries that ex-
perienced increases 
in financial dol-
larization sit above 
the 45-degree line; 
those with declines 
sit below it. Most 
countries sit below 
the line, meaning 
that the dedollariza-
tion that occurred 
immediately after 
the crisis still ex-
ceeds any reversal 
after 2012.

Moreover, al-
though there was lit-
tle change in either 

the level or dispersion of dedollarization 
in Europe and Asia and the rest of the 
world in the seven years before 2007 and 
the period after the crisis—2010 through 
2015—this is not true in Latin America. 
Dedollarization continued there in the 
years after the global financial crisis, 
mainly because of continuing and siz-
able dedollarization in Paraguay, Peru, 
and Uruguay. These three countries were 
highly dollarized before the 2000s and 
experienced remarkable dedollariza-
tion in the run-up to the crisis. We will 
examine the experience of Peru, where 
the pace of financial dedollarization has 
been especially noteworthy.

Curbing Peru’s dollar addiction

Peru’s high dollarization in the 
1990s was surpassed only by countries 
such as Ecuador and El Salvador that of-
ficially replaced their domestic curren-
cies with the dollar. As shown in Chart 
3, nearly 85 percent of bank deposits and 
80 percent of bank loans in Peru were 
denominated in dollars by the late 1990s. 
Although bank deposits in dollars were 
consistently higher than bank loans, both 
types of dollarization showed similar 
trends until about 2000. Then dedollar-
ization proceeded spectacularly fast. By 
2012, dollar-denominated bank deposits 
fell below 50 percent and dollar-denom-
inated loans below 45 percent. Loan 
dollarization has continued to fall and 
reached 30 percent by the end of 2015, 
although dollar-denominated deposits 
have increased somewhat.

The important question for poli-
cymakers interested in engineering re-
duced dollar dependence in their coun-
tries is how to accomplish it. In the case 
of Peru, which can be used as a guide, 
we found four main factors in the dedol-
larization process: the introduction of 
inflation targeting, the implementation 
of regulations that make it more expen-
sive for banks to manage dollar deposits 
and make dollar loans, persistent real ex-
change rate appreciation, and favorable 
external conditions, such as high global 
commodity prices and low global risk 
aversion (Catão and Terrones, 2016).

Peru introduced inflation targeting 
in early 2002 in an attempt to control do-
mestic inflation when much of the coun-
try’s monetary aggregates was dollar de-

Dollar Dependence

By: Luis A.V. Catão and Marco E. Terrones 

Dollarization, the partial or full 
replacement of a country’s do-
mestic currency with a foreign 

currency, spread widely in the 1970s in 
Latin America, when high and hyper-
inflation robbed national currencies of 
their traditional roles as a stable medium 
of exchange and store of value. House-
holds and firms in these countries began 
to use foreign currencies—typically the 
dollar—to save and to buy and sell big 
items like real estate.

The phenomenon eventually spread 
far beyond Latin America to become a 
generalized feature of financial sectors 
in many emerging market economies. By 
the early 1990s, the banking systems in 
Turkey and several economies in Africa, 
Asia, and eastern Europe routinely accu-
mulated substantial dollar-denominated 
assets and liabilities. The possibility of 
dollar-denominated bank liabilities sub-
stantially exceeding dollar-denominated 

bank assets presented a serious risk to 
financial systems in the event of a large 
and sudden exchange rate devaluation or 
depreciation. Regulators and policymak-
ers worried, rightly it turned out, that 
because dollars would be much more 
expensive after a devaluation or depre-
ciation, the imbalance between banks’ 
dollar-denominated liabilities and as-
sets could trigger large losses and cause 
systemic financial instability. This asset-
liability mismatch was behind some of 

the gravest financial crises in emerging 
market economies during the mid-1990s 
and early 2000s—including Turkey in 
1994, Argentina in 1995, Russia in 1998, 
and Argentina again in 2001.

Dollarization began to subside in 
the early years of this century as eco-
nomic conditions improved in many 
emerging market economies. Favorable 
terms of trade, more flexible exchange 
rates, and better economic policies—
including the adoption of inflation tar-
geting and greater fiscal discipline—
helped keep inflation low and reduced 
the risk of abrupt currency devaluations 
in many of these economies. In recent 
years, however, large currency deprecia-
tions coupled with less-well-anchored 
inflation expectations and companies’ 
greater exposure to dollar-denominated 
debt made it less likely that the move 
away from the dollar would continue, 
which appears to be what is happening. 
A broad look at international data since 
the global financial crisis shows that 

Dollarization began 
to subside in the early 
years of this century 

as economic conditions 
improved in many 
emerging market 

economies.
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nominated. The approach was to target 
inflation by setting a short-term policy 
interest rate for the domestic currency 
(the sol) while using unconventional in-
struments to control overall credit (much 
of which was dollar denominated) and 
dampen exchange rate volatility—which 
can be especially destabilizing in highly 
dollarized economies such as Peru’s. 
Tax and spending (fiscal) policy was 
consistent with the implementation of 
these policies. Inflation targeting has 
done much to reduce loan dollarization 
in Peru because it helped bring low and 
stable inflation. Inflation averaged about 
3 percent during the period 2002 to 2015 
compared with 55 percent from 1991 to 
2001. With adjustable interest rate loans, 
debt repayment in domestic currency is 
then more predictable than in foreign 
currency because inflation targeting is 
aimed at domestic inflation, not inflation 
in dollars. By the same token, to the ex-
tent that inflation targeting allows greater 
exchange rate volatility with respect to 
changes in inflation, it discourages for-
eign borrowing by firms whose revenue 
is not denominated mainly in dollars.

Higher reserve requirements

The second important element in 
dedollarization is regulation. Financial 
dollarization can be discouraged by tax-
ing dollar lending and dollar deposits. 
One way to do that is to differentiate be-

tween dollar- and sol-denominated de-
posits and increase the amount of funds 
banks must maintain with the central 
bank (reserve requirements) for depos-
its in dollars. Because reserves gener-
ally earn below-market interest from the 
central bank, requiring banks to maintain 
them is equivalent to imposing a tax on 

these institutions equal to the interest 
forgone. On the lending side, regulations 
can also require banks to put aside more 
reserves to provide for losses from dol-
lar-denominated loans than for those in 
domestic currency. The higher loan-loss 
provisions raise the marginal cost of dol-
lar loans and should decrease new lend-
ing in dollars.

An economic analysis of the 1990 to 
2014 period indicates that higher reserve 
provisions for dollar loans in Peru were 
especially effective at reducing both de-
posit and loan dollarization; in contrast, 
marginal reserve requirements on dollar 
deposits played a smaller, though still 
significant, role. In 2015, the Peruvian 
central bank pursued an aggressive pro-
gram of loan dedollarization, including 
not only an additional increase in the 
marginal reserve requirements on dollar 
deposits but limits on car and mortgage 
loans in dollars as well. Those limits 
help explain the continuous decline in 
dollar loans relative to dollar deposits 
that started in 2015.

Third, allowing real exchange rate 
appreciation appears to be an impor-
tant step in reducing reliance on dollars, 
particularly when justified by economic 
fundamentals. To be sure, the decrease 
in dollarization as a result of apprecia-
tion of the local currency may be simply 
arithmetic: the ratio of dollars to total de-
posits tends to shrink when the exchange 
rate of the local currency appreciates. 

An examination of 
28 emerging market 
economies over the 
past 15 years found 

moderately high financial 
dollarization in Europe 
and Latin America but 
relatively little in Asia 

and the rest of the world.

But there are likely some economic fac-
tors at work too. When the real exchange 
rate appreciates, the prices of goods that 
are traded internationally fall relative 
to prices of goods that are not tradable. 
Since nontradable goods earn revenue in 
domestic currency, purveyors of those 
goods typically prefer to borrow in lo-
cal currency. This is not always the case, 
though, in emerging market economies, 
where an increase in the relative price of 
nontradable goods can lead to more dol-
lar loans to the nontradable sector—real 

estate, for instance. 
But as inflation tar-
geting stabilizes 
domestic inflation 
it becomes less at-
tractive for banks to 
index those loans to 
the dollar.

We found that 
some of the Peruvi-
an dedollarization of 
the 2000s was fos-
tered by long-term 
appreciation of the 
real exchange rate. 
The reversal of de-
posit dedollarization 
observed since the 
end of 2014 is attrib-
utable in part to the 
depreciation of the 
Peruvian currency 
and to strong de-
preciation expecta-
tions in anticipation 
of normalization of 
monetary policy in 
the United States.

External forces

The fourth set 
of factors that mat-
tered in Peruvian 
dedollarization con-
cern external forces, 
such as higher com-
modity prices, which 
encouraged a shift to 
local currency loans 
and deposits for a 
variety of reasons. 
These include the 
boost that higher 
commodity prices 

give to economic growth. That boost to 
growth stimulates loan demand from the 
nontradable goods sector as it seeks to 
expand operations and also encourages 
confidence in domestic policies. In a nut-
shell, domestic firms and consumers feel 
more confident about holding domestic 
currency.

But other external forces weigh 
against dedollarization. For example, 
bouts of risk aversion in world capital 
markets and higher external interest rates 
tend to be associated with an increase in 

financial dollarization. The prod for in-
creased dollarization from such higher 
risk aversion is to be expected and works 
against the confidence engendered by 
high commodity export prices. To the 
extent that these global factors explain-
ing dedollarization in Peru in the 2000s 
are also observed in other countries, they 
help shed light on the common emerging 
market trend since 2000 and the global 
slowdown in dedollarization after the 
crisis.

The significant positive effect of 
world interest rates on dollarization, 
however, is more puzzling. By lowering 
the cost of borrowing in dollars, the cur-
rent low interest rate environment might 
be expected to boost the supply of dollar 
loans at home. But lower interest rates 
abroad might motivate firms that buy 
and sell tradable goods to borrow abroad 
rather than domestically, reducing de-
mand for domestic dollar borrowing and 
lowering dollarization. In theory, the 
net effect of higher world interest rates 
on both deposit and loan dollarization 
is ambiguous. It depends on how high 
dollarization is to begin with and on the 
marginal costs of administering dollar 
and local currency accounts (Catão and 
Terrones, 2000). In a country like Peru, 
where initial dollarization was high, a re-
versal might be expected as global inter-
est rates decline. Our economic analysis 
suggests that this effect has dominated in 
recent years.

The Peruvian experience highlights 
the importance of four factors in dedol-
larization—inflation targeting, regula-
tory requirements that make it more ex-
pensive for banks to take dollar deposits 
and make dollar loans, persistent real 
exchange rate appreciation, and favor-
able external factors, such as high global 
commodity prices and low global risk 
aversion. While some factors are partic-
ular to Peru, others seem to have broad-
er significance (Garcia-Escribano and 
Sosa, 2011; Mecagni and others, 2015). 
This evidence should be valuable to the 
design of policies aimed at reducing the 
dependence of a country’s financial sec-
tor on foreign currency. 

Luis A.V. Catão is a Senior Economist and Marco 
E. Terrones is a Deputy Division Chief, both in the 
IMF’s Research Department.
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portant aspect of collabora-
tion with Total and CNPC,” 
Gholamreza Manouchehri, 
the deputy head of NIOC, 
said.

Early production is ex-
pected to begin 40 months 
after the start of operations.

He added that Phase 11 
holds around 16 billion cubic 
meters of natural gas and 
some 834 million barrels of 

National Iranian Oil 
Company on No-
vember 8 signed 

a preliminary $4.8 billion 
agreement with Total S.A. 
and China National Petro-
leum Corporation to develop 
Phase 11 of South Pars Gas 
Field in the Persian Gulf.

Petropars, a subsidiary 
of the NIOC, will be part 
of the project with a 19.9 
percent stake. Total would be 
the majority shareholder with 
a 50.1 percent and CNPC has 
a 30 percent stake, media 
reports said.

“Total says it can raise 
gas production (from Phase 
11) to around 51 million 
cubic meters per day in 20 
years. Improving the rate 
of recovery is the most im-

gas condensates, a type of 
ultra light crude.

“Average recovery rate 
of Iran’s oil and gas fields 
is around 25 percent but we 
need to enhance the rate to 
40 percent in 15 years which 
would increase the value of 
total oil and gas reserves by 
$6 trillion.”

“This is an agreement in 
principle. The final contract 

Total, CNPC Sign $4.8b 
Gas Agreement with NIOC

will be signed early 2017,” 
Reuters quoted the managing 
director of Pars Oil and 
Gas Company, Mohammad 
Meshkinfam, as saying.

According to a state-
ment on Total’s website, 
the Phase 11 project will be 
developed in two parts. The 
first, with an estimated total 
cost of $2 billion, will con-
sist of 30 wells and two well 
head platforms connected to 
existing onshore treatment 
facilities by two subsea pipe-
lines.

The second part, involv-
ing the construction of off-
shore compression facilities, 
will be launched subject to 
reservoir conditions.

The agreement is the 
latest attempt to complete 

one of the least-developed 
phases of South Pars which 
has been plagued by years of 
procrastination.

Total had designed the 
well heads for Phase 11 but 
did not get involved in the 
operational works following 
the increase in tensions be-
tween Iran and the West over 
Tehran’s nuclear program.

“Following Total’s suc-
cessful development of phas-
es 2 and 3 of South Pars in 
the 2000s, the group is back 
to Iran to develop and pro-
duce another phase of this gi-
ant gas field. Total is delight-
ed to have been selected by 
NIOC,” Patrick Pouyanne, 
chairman and the chief ex-
ecutive officer of Total, who 
was absent in the signing cer-
emony, said in a statement.

“This project fits with 
the group’s strategy of ex-
panding its presence in the 
Middle East … and growing 
its gas portfolio by adding 
low unit cost, long plateau 
gas assets,” Pouyanne said, 
stressing that the French en-
ergy group will develop the 
project “in strict compliance 
with national and interna-
tional laws.”

Tehran hopes to raise 
its natural gas output from 
South Pars to 900 million 
cubic meters per day by 
March 2017 to match Qatar’s 
rate of extraction and ramp 
up production by a further 
100,000 cubic meters a day 
in the following year.

South Pars is the 
world’s largest gas field, 
shared between Iran and 
Qatar, covering an area of 
3,700 square kilometers of 
Iran’s territorial waters in 
the Persian Gulf. The field 
is estimated to contain 14 
trillion cubic meters of gas 
and 18 billion barrels of gas 
condensate. It adjoins Qatar’s 
North Field, which measures 
6,000 square kilometers. 

Tehran hopes to raise its natural gas 
output from South Pars to 900 million 
cubic meters per day by March 2017 
to match Qatar’s rate of extraction 

and ramp up production by a further 
100,000 cubic meters a day in 

the following year.
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Royal Dutch Shell apparently 
hopes to capitalize on the growth 
of Iran’s petrochemical sector 

following the lifting of international 
sanctions.

In early October, the energy giant 
signed a preliminary memorandum of 
understanding to cooperate with Iran’s 
state-owned petrochemical company.

“We believe that we can have joint 
projects in the petrochemical field with 
the National Petrochemical Company,” 
Hans Nijkamp, who heads Shell’s Iranian 
affairs department, was quoted by the 
Iranian media as saying.

Sanctions against Iran were lifted 
early this year in the wake of an agreement 
on the country’s nuclear program, which 
prompted overseas energy companies 
previously restricted from operating in 
Iran to explore investments in its massive 
petroleum sector.

Iran reportedly hoped to develop 
$185 billion in new oil and gas projects 
over the next five years, while oil ministers 
expect the nation’s petrochemical 
production to more than double in the 
next decade.

Officials added that petrochemical 
projects — including those with Shell — 
could become operational more quickly 
than those in the energy sector.

“With the wisdom that we see in 
the people working in our country’s pet-
rochemical industry, without a doubt the 
projects of this company will be executed 
sooner than oil and gas projects,” said 
Amir-Hossein Zamaninia, a deputy oil 
minister.

In related news, Director of 
Investment at National Petrochemical 
Company (NPC) Hossein Alimorad 
pointed to Shell’s plan to return to Iran.

 “No details have been unveiled 

in the draft contract as it would restrict 
the agreement,” highlighted the official 
noting that both sides are allowed to 
define areas of mutual cooperation.

He went on to note that Shell held 
ties with Iran in Gas to Liquids (GTL) 
refinery process before sanction years 
expressing hope that signing the primary 
MoU will deal with the unfinished project 
of producing natural gas products.

The NPC Managing Director 
Marzieh Shah-Daei and President of 
Department for Iran Affairs in Royal 
Dutch Shell Hans Nijkamp inked an MoU 
on October 9.

$2b Investment by Total

Meanwhile, France’s giant oil and 
gas company Total will finalize a $2 
billion investment deal with Iran by the 
end of the current Iranian calendar year 
(March 20, 2017).

Adel Nejad-Salim, the managing 
director of Persian Gulf Petrochemical 
Industries Company (PGPIC), said the 
French company is going to invest in a 
downstream olefin project.

“In recent months, Total has 
assessed petrochemical projects in Iran 
and reviewed the status of feedstock. 
Now, their final plan is ready and the 
contract will be finalized in near future,” 
the official said.

After the implementation of Joint 
Comprehensive Plan of Action (JCPOA), 

Shell, Total Sign 
Agreements with Iranian 

Chemical Producer
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Iran, Netherlands Boost Coop. 
on Energy, Water Management
The Netherlands’ Minister of Infra-

structure and Environment, Mela-
nie Schultz van Haegen-Maas 

Geesteranus held talks with Iranian En-
ergy Minister Hamid Chitchian in Tehran 
(Oct. 22).

On the sidelines of the event, Renew-
able Energy Organization of Iran (known 
as SUNA) signed a cooperation agree-
ment with a Dutch company on construc-
tion of a solar power plant in the country.

Pointing to various ways of coop-
eration between Iran and the Nether-
lands, Chitchian said the atmosphere for 
further cooperation provided by JCPOA 
and the meeting between foreign minis-
ters of the two countries could help re-
store bilateral ties.

Iran and the P5+1 group of coun-
tries signed the nuclear deal, dubbed the 
Joint Comprehensive Plan of Action, on 
July 2015. The deal went into effect on 
January 16, and resolved a long-running 
dispute over the Iranian nuclear program.

Environmental issues, water man-
agement and energy in industrial and 
agricultural fields can be an important in-
centive to improve relations between the 
two countries, he noted.

“Both countries have held numerous 
talks aimed at boosting mutual ties and 
cooperation in different areas and in this 
regard, Iran-Netherlands Trade and Cul-
ture Center was officially inaugurated in 
Hague recently.”

Chitchian underlined that the Neth-
erlands possesses high-tech machines 

dealing with water as it is a country with 
many water resources.

Banking cooperation between the 
two countries is of great importance and 
with removal of the existing obstacles, 
good cooperation will ultimately lead to 
the intensification of economic relations 
between the two countries, he noted.

Melanie Schultz van Haegen, for 
her part, reiterated that the signing of 
the MOU would strengthen cooperation 
between Iran and the Netherlands in the 
areas of water technology.

“Netherlands can hold good cooper-
ation with Iran in the field of desalination 
and the use of wastewater in agriculture,” 
she added.

She also referred to the issues includ-
ing river, flood and water shortages man-
agement, knowledge-based cooperation 
and training managers in Dutch scientific 
and educational institutions as incentives 
to provide the grounds for enhanced coop-
eration between the two countries.

Earlier in May, a memorandum of 
understanding was signed between Dutch 
Minister of Economic Affairs Henk 
Kamp and Iran’s Deputy Minister of Eco-
nomic Affairs and Finance Mohammad 
Khazaie in Tehran.  

The agreement entailed expansion 
of cooperation in the fields of agriculture, 
water, energy, ports and airports develop-
ment, easing business conditions and fight 
against money laundering. The document 
also stipulated avoidance of double taxa-
tion and restoration of financial ties.

KLM Resumes Tehran Service: 
Meanwhile, Dutch airline KLM has 
resumed flights to Tehran, Iran, after a 
three-year recess.

The first flight landed at Imam 
Khomeini International Airport of Tehran 
(Oct. 21).

KLM managing director and chief 
operating officer René de Groot said that 
lifting Western sanctions on Tehran and 
resuming flights between Iran and Neth-
erlands can help increase the knowledge 
of Dutch people about Iranian market.

There will be seven flights a 
week operating between Tehran and 
Amsterdam, de Groot said.

Iran-Netherlands Trade Center: 
Iran-Netherlands Trade and Cultural 
Center was inaugurated in The Hague in 
September. 

On hand for the opening ceremony 
were Iran’s Ambassador to the Nether-
lands Alireza Jahangiri; deputy head of 
Iran Chamber of Commerce, Industries, 
Mines and Agriculture, Farhad Sharif; 
and head of Iran’s Cultural Heritage, 
Handicrafts and Tourism Organization, 
Masoud Soltanifar. 

Established by Iran’s private sector, 
the INTCC is the first of its kind in Europe. 
It will serve as a platform to showcase 
Iranian handicrafts, furniture, carpet and 
pottery while helping improve interaction 
between Iranian and Dutch traders and 
those active in creative industries. 

Iran and France’s Total signed an MOU 
based on which, Total will invest in Iran’s 
petrochemical industry.

With the uplifting of the Western 
sanctions in January Iran aims to pump 
crude at pre-sanction levels. 

Shah-Daei stated Iran’s plans of 
expanding its petrochemical production 
to 160 million tons from the existing 60 
million tons over the next ten years. To 
boost its production, the company has 
already formed alliances with the oil 
giants.

Oil Firms Present Proposals 
for Iran Projects

Iran has received the first wave 
of proposals by major international 
companies to develop oil and gas projects 
within the new format of oil contracts 
recently approved by the administration 
of President Hassan Rouhani. 

At least 10 companies have so 
far submitted their proposals to Iran’s 
Ministry of Petroleum for development 
of 15 projects. 

They include big European names 
such as Total, Lukoil, Shell, Eni, OMV 
and Asian giants like CNPC, Sinopec and 
Pertamina. 

Several of the key projects that the 
companies have targeted are the same 
ones they had been previously involved 
in or for which they had been negotiating 
with Iran in the past. 

The most lucrative project up for the 
grabs may be South Azadegan for which 
Total has presented its proposal. 

South Azadegan was discovered in 
2001 in what was described at the time 
as the world’s biggest oil find in decades.

Next in line could be Yadavaran 
for which both Shell and Sinopec have 
presented their proposals.

Total and Shell had been negotiating 
with the National Iranian Oil Company 
(NIOC) in early 2000s over the 
development of South Azadegan and 
Yadavaran but their talks did not lead to 
an agreement.

Shell has also bid for re-development 
of Soroush oil field – located in the 
Persian Gulf - which it had previously 
developed in early 2000s.

Total, Eni and Hyundai have 
presented proposals for unspecified 
phases of South Pars gas field.  Total 
was already involved in the development 
of South Pars Phases 2 and 3.  Eni was 

Iran reportedly hoped to 
develop $185 billion in 

new oil and gas projects 
over the next five years, 

while oil ministers 
expect the nation’s 

petrochemical production 
to more than double in 

the next decade.

involved in the development of Phases 4 
and 5 and Hyundai in Phases 4, 5 and 6.     

Iran’s new format of oil contracts 
is replacing buyback deals. Under a 
buyback deal, the host government 
agrees to pay the contractor an agreed 
price for all volumes of hydrocarbons the 
contractor produces.

But under the new contracts, the 
NIOC will set up joint ventures for crude 
oil and gas production with international 
companies which will be paid with a 
share of the output.

Under the new contracts, different 
stages of exploration, development and 
production will be offered to contractors 
as an integrated package, with the 
emphasis laid on enhanced and improved 
recovery.  
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Transmission Troubles

Several studies have 
shown that persistent 
inflows of remittances 
exert upward pressure 
on the long-term real 
exchange rate, which 
makes the goods that 
the recipient economy 

exports more expensive. 

By: Adolfo Barajas, Ralph Chami, 
     Christian Ebeke, and Anne Oeking

Many developing and emerging 
market economies are mod-
ernizing the way they conduct 

monetary policy to make it more trans-
parent and forward looking, with more 
emphasis on exchange rate flexibility, an 
explicit inflation objective, and greater 
reliance on a short-term interest rate as 
the policy instrument.

But to be successful these coun-
tries must have an operable “transmis-
sion mechanism” that permits changes 
the central bank makes in the policy 
rate to propagate through the economy 
and ultimately affect spending decisions 
by households and firms. Several recent 
studies find that this transmission mecha-

nism is missing or severely weakened in 
lower-income countries.

We have found the same weakened 
transmission mechanism in middle-in-
come and emerging market economies 
that are major recipients of remittanc-
es—that is, money citizens living abroad 
send home to their families. That means 
policymakers in those economies should 
be aware of the difficulties they face in 
pursuing a fully modern monetary policy, 
and they may want to consider measures 
to strengthen the transmission mecha-
nism or other approaches to help them 
conduct monetary policy.

Remittances are large and growing

International inflows of workers’ 
remittances are a fixture in many devel-

Nematzadeh, Zeybeckci Discuss 
Preferential Trade Agreement

Turkish Minister of Economy 
Nihat Zeybekci visited Tehran 
early November and met with 

top Iranian officials to discuss boosting 
cooperation in the industrial, mining and 
agricultural sectors.

In a meeting with the Turkish 
minister, Mohammad Reza Nematzadeh, 
Minister of Industry, Mine and Trade 
said, “Since the beginning of 2015 
preferential trade was launched between 
the two countries and this increased the 
volume of exports of the two countries.”

Stating that based on the latest talks it 
was decided to add 15 items to the export 
list of preferential trade of the two sides, 
Nematzadeh added, “By the end of 2016, 
negotiations will be held about 75 new 
commodities for the development of ex-
ports between the two countries, increas-
ing the total number of the goods to 200.”

The minister announced agreement 
of the two sides for elimination of some 

customs tariffs and said during the ses-
sion it was decided that the two countries 
pay attention to items that are useful and 
important for the two countries such as 
petrochemicals.

He referred to the constructive talks 
with the Turkish side for the solution of 
the existing problems in customs termi-
nals and reduction of the time for transfer 
of cargo to both countries and said the 
Turkish minister promised to remove the 
obstacles in this regard.

The Turkish minister in the session 
referred to the interest of his country in 
increasing items in preferential trade list 

to 200 and said products that are in the list 
of preferential trade will not be subject to 
specific customs safeguards. 

He said, based on the agreement 
reached between the two presidents for 
increasing the volume of bilateral trade 
to $30 billion per year, although trade 
volume has reduced in the world, efforts 
should be made for the realization of this 
figure by increasing the number of com-
modities in preferential trade list. 

He pointed to the opening of Tur-
key’s trade offices in different countries 
and said the first Turkish trade bureau 
will be opened in Tehran in a near future.

The Turkish economy minister also 
announced efforts for the expansion of 
banking cooperation between the two 
sides and added that memoranda of 
understanding had been signed before 
and planning should be made for their 
implementation and strengthening of 
bilateral banking relations.  

Turkish economy 
minister announced 

efforts for the expansion 
of banking cooperation 
between the two sides.
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oping and emerging market economies. 
Worldwide, official measures of these 
flows have been on a steady upward trend, 
from negligible amounts in 1980 to ap-
proximately $588 billion in 2015—$435 
billion of which were received by devel-
oping economies. As a source of foreign 
funds in recent years, workers’ remittanc-
es have amounted to close to 2 percent of 
GDP on average for all emerging market 
and developing economies, while foreign 
direct investment (FDI) represented 3 
percent, portfolio investment amounted 
to nearly 1 percent, and official transfers 

(foreign aid) were 
just over ½ percent. 
In 2014, some 115 
countries received 
remittances equiva-
lent to at least 1 per-
cent of GDP, and 19 
countries received 
15 percent or more. 
Compared with pri-
vate capital or of-
ficial aid flows, re-
mittances have been 
more stable—their 
cyclical volatility has 
proved to be appre-
ciably lower—and 
they suffered a much 
milder contraction 
following the global 
financial crisis that 
started in 2008.

In some coun-
tries, remittances dwarf other external 
flows. For example, in 2015 in Jordan—
among the top 30 recipients in recent 
years—remittance inflows amounted to 
about 9 percent of its GDP, more than 4 
times FDI inflows and 3½ times private 
Eurobond placements.

While it is undeniable that remit-
tances bring tangible benefits to the re-
ceiving country, supporting income and 
consumption of remitters’ families back 
home, it is also to be expected that flows of 
this magnitude year after year would have 
sizable effects on the overall economy—

not all of them nec-
essarily beneficial. A 
survey of economic 
research (Chami and 
others, 2008) found 
that remittances have 
measurable effects 
on exchange rates, 
the sustainability 
of tax and spending 
(fiscal) policy, in-
stitutions and gov-
ernance, long-term 
economic growth, 
and monetary pol-
icy. Several stud-
ies have shown that 
persistent inflows 
of remittances exert 
upward pressure on 
the long-term real 
exchange rate, which 
makes the goods that 

the recipient economy exports more ex-
pensive. Beyond their effect on exchange 
rates and tradable exports, these flows are 
a channel that can transmit shocks from 
remittance-sending to remittance-receiv-
ing countries, which links their business 
cycles. During the recent global crisis, for 
example, sharp downturns in advanced 
(sending) economies were transmitted 
to low- and middle-income (recipient) 
economies as workers were forced to cut 
back on the funds they could send to their 
families (Barajas and others, 2012). More 
recently, the decline in oil prices has re-
sulted in similar transmission from oil-
producing countries in the Persian Gulf to 
their corresponding recipient countries, 
mainly oil importers of the Middle East 
and North Africa region.

When it comes to fiscal policy, 
there can be both positives and negatives 
for a country that receives a large and 
steady stream of remittances over time. 
Remittances directly expand the tax base, 
which makes it easier for countries to 
maintain fiscal sustainability, in the sense 
of avoiding a situation of ever-expanding 
public debt. However, remittances can 
also skew the behavior of governments, 
in undesirable ways. First, and somewhat 
paradoxically, the very expansion in the 
revenue base could distort government 
incentives, lowering the costs of 
engaging in wasteful spending. Second, 
the supplemental income that remittances 
provide to households increases their 
ability to purchase goods that substitute 
for government services and reduces 
their incentive to hold the government 
accountable.

Effect on monetary policy

Most studies exploring remittances 
presume a well-functioning financial 
system and an operable transmission 
mechanism, conditions that may not exist 
in those countries. In other words, the 
studies assume that when policymakers 
change a policy interest rate, the change 
is passed on effectively to other rates in 
the economy, ultimately affecting lending 
behavior by financial intermediaries and 
spending decisions by households and 
firms.

We explored whether this is an accu-
rate representation of the monetary policy 
environment in countries that are major 
recipients of remittances. If the transmis-
sion mechanism is absent in recipient 

countries, then policymakers will face an 
additional difficulty in conducting inde-
pendent and forward-looking monetary 
policy using an interest rate instrument 
(Barajas and others, 2016).

For low-income countries, there is 
growing evidence that monetary policy 
transmission is substantially weaker than 
in advanced economies. While a variety 
of transmission channels may operate, 
Mishra, Montiel, and Spilimbergo (2012) 
argue that weak securities market devel-
opment, imperfect integration with in-
ternational financial markets, and highly 
managed exchange rates are likely to 
leave poorer countries with only one op-
erable channel—bank lending. A change 
in the policy rate ripples through markets 
for short-term securities, ultimately af-
fecting banks’ cost of funds at the margin 
and thus their ability to lend to private en-
tities, whether people or firms.

However, even the bank-lending 
channel may be seriously weakened if 
there is little banking competition, the 
quality of institutions is poor, interbank 
markets in which banks deal with 
each other are underdeveloped, and 
information is lacking about the quality 
of borrowers. These factors conspire to 
short-circuit the transmission of moves in 
the short-term policy rate to banks’ cost 
of funds.

Remittances, which are common not 
only in low-income but also in a variety 
of middle-income and emerging market 
economies, can also affect the conduct 
of monetary policy, in two ways. First, 
remittances expand bank balance sheets 
by providing a stable and essentially cost-
less source of deposits—because they are 
largely insensitive to interest rates. All 
other conditions equal, recipient coun-
tries tend to have larger banking systems. 
Thus, because the remittance deposits 
increase the amount of financial interme-
diation (the process of banks matching 
up savers and borrowers), remittances 
might be expected to contribute to stron-
ger monetary policy transmission. After 
all, the more financial services are used 
throughout an economy, the stronger the 
expected effect of fluctuations in bank 
credit on economic activity.

On the other hand, although banks 
might receive ample and virtually cost-
less additional funding year after year 
from deposited remittances, that does not 
mean they will increase lending to the 
private sector one for one. Remittance-re-
cipient economies—such as economies in 
most of the developing world—are often 
plagued by a number of problems, includ-
ing a weak institutional and regulatory 
environment and a dearth of creditworthy 
borrowers. In fact, as we said, remittance 
flows may have a hand in weakening 
governance. This fragile lending environ-
ment reduces banks’ willingness to lend 
beyond a very limited pool of “qualified” 
borrowers, a reluctance that the addition-
al lendable funds do nothing to counter-
act. Banks in recipient countries, then, 
tend to hold larger shares of liquid assets, 
excess reserves, and government securi-
ties than banks in nonrecipient countries 
(see Chart 1). As a result, because banks 
are flush with liquidity, an interbank 
market—in which institutions in need 
of short-term funds borrow from those 
with excess balances—fails to develop. 
Because the policy rate is designed to af-
fect the marginal cost of funds for banks, 
when there is virtually no interbank mar-
ket, the effect of policy rate movements is 
weakened or nonexistent. The bank lend-
ing channel becomes impaired.

Most studies exploring 
remittances presume a 

well-functioning financial 
system and an operable 

transmission mechanism, 
conditions that may not 
exist in those countries.
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Weaker monetary transmission

Our empirical analysis confirms 
that, as remittances increase, monetary 
transmission through the bank lending 
channel weakens notably. Based on a 
sample of 58 countries worldwide be-
tween 1990 and 2013, we find that the 
strength of transmission, measured as 
the direct effect of a change in the policy 
rate on changes in bank lending rates, de-
clines continuously as the size of remit-
tances increases. In countries that do not 
receive remittances and have competitive 
banking systems, nearly 90 percent of a 
change in the policy rate is transmitted to 
the bank lending rate. In contrast, in an 
economy that receives 5 percent of GDP 
annually in remittances, only about 4 per-
cent of the same change to the lending 
rate is transmitted, even when banking 
systems are competitive. In fact, when 
remittances reach 7.6 percent of GDP, the 
policy rate has no effect on bank lend-
ing rates. If the banking system is not 
competitive, the turning point occurs at 
a much lower level of remittances—1.2 
percent of GDP (see Chart 2).

The so-called trilemma policy 
framework posits that when a country 
freely allows capital to flow in and out 
of its economy and maintains a fixed ex-
change rate, its ability to conduct an in-
dependent monetary policy is seriously 
impaired. Attempts by policymakers to 
affect the domestic interest rate tend to 
induce rapid and large capital flows (ei-
ther into or out of the country, depend-
ing on whether interest rates are raised or 
lowered) that ultimately undo the policy 
action. Our results suggest that a paral-
lel trilemma may arise when remittances 
are present, but for a different reason. 
Unlike capital flows, remittances do not 
respond to changes in domestic interest 
rates. Their continued presence weakens 
monetary policy, not because policymak-
ers cannot affect domestic interest rates, 
but because the authorities’ policy rate is 
unlikely to be transmitted to decisions af-
fecting domestic economic activity. Thus, 
remittance-recipient countries may opt to 
scale back plans for full monetary policy 
independence. In fact, research suggests 
that greater remittance inflows are in-
deed associated with greater intervention 
in foreign currency markets, whether to 
fully fix the exchange rate or manage its 
fluctuations.

Policy options

This finding may lead to the conclu-
sion that, short of abandoning monetary 
independence, a recipient country should 
target remittances, given that their con-
tinued presence is at least partly respon-
sible for weakening the impact of mon-
etary policy. In particular, there might be 
a temptation to try to control or curtail 
remittance inflows. However, it would 
be impractical to enforce reductions in 
remittance inflows—transfers would 
not stop but would move to the parallel 
market—and curtailment would rob the 
economy of the poverty-reduction and 
insurance effects of remittances on the 
recipient households.

Instead countries could explore al-
ternatives to short-term interest rates, 
while still moving to a more transparent 
and forward-looking framework. An op-
tion might be to require that the depos-

its (reserves) banks maintain with the 
central bank be high enough to become 
binding, thereby restoring some control 
over bank lending. Of course, this would 
come at the cost of a reduction in private 
sector credit. Another option might be to 
tax banks’ excess liquidity (cash or assets 
that can easily be converted to cash, such 
as government securities), which would 
encourage them to lend more. However, 
such an approach might increase credit 
risk—what banks were trying to avoid by 
restricting their pool of borrowers.

The best approach would be to target 
the root factors—such as low institutional 
quality and lack of complete information 
about the dependability of borrowers—
that cause banks to accumulate excess li-
quidity rather than expand private sector 
credit beyond their well-known borrow-
ers. Realistically, however, this would 
take a long time to achieve. Structural re-
forms—such as enforcing property rights, 
enhancing the rule of law, and combating 
corruption—could also play an important 
role. These measures would also help 
rein in fiscal deficits—reducing the need 
for governments to borrow from banks, 
which would free up resources to finance 
the credit-strapped private sector.    

Ralph Chami is an Assistant Director and Adolfo 
Barajas is a Senior Economist, both in the IMF’s 
Institute for Capacity Development. Christian 
Ebeke is an Economist in the IMF’s European 
Department, and Anne Oeking is an Economist in 
the IMF’s Finance Department.

For low-income 
countries, there is 
growing evidence 

that monetary policy 
transmission is 

substantially weaker than 
in advanced economies.

Signs of Boom in 
Iranian Economy

According to the information re-
leased by Iran’s Statistics Center, 
economic growth in first quarter 

of 1395 (2016/17) has been announced 
at 4.4%.  This information raises two 
important questions. Firstly, what has 
caused the economic growth in 2016/17? 
Secondly, can this growth continue in 
the coming years? In order to respond 
to these questions, first factors influenc-
ing developments in the two directions of 
aggregate supply and demand in 2016/17 
should be reviewed.

Prior to compilation of the pack-
age to come out of recession in 1393 
(2014/15), an analysis was released by 
the government according to which, the 
financial bottleneck in the supply and 
drop in demand were introduced as the 
two major problems in Iran’s economy 
at that juncture. Studies show that Iran’s 
economy has entered a period of low 
economic growth since 1386 (2007/08) 
and in continuation, in 1391 (2012/13) 
and 1392 (2013/14) has experienced sig-
nificant negative growths. As a result, the 
level of per capita income encountered a 
tangible cut and the result of this reduc-
tion was evident in falling demand. This 
was to the extent that in 1393 (2014/15) 
when the 3% economic growth was regis-
tered and production level of many indus-
trial units increased, many of these units 
simultaneously wrestled with the prob-
lem of selling their products and their re-
markably growing stored stocks.

On the other hand, the problems of 
financing also seriously affected the ac-
tivities of production units. Under these 
circumstances, the Iranian economy in 
1394 (2015/16) with the shock from 
plummeting oil revenues and uncertain-
ties coming out of the nuclear talks es-
calated the problems on the side of eco-
nomic demand and consequently resulted 
in reduction of economic growth in 1394 
(2015/16). In continuation, developments 

in 1395 (2016/17) changed the conditions 
on the side of economic demand and sup-
ply. We will discuss the results of this 
situation on the economic growth of Iran 
in 1395 (2016/17). 

One of the main constituent elements 
of aggregate demand in Iran’s economy is 
the household consumption with a share 
of over 50 percent.  Other elements of the 
demand are: government consumption 
with a share of about 12 to 14 percent, 
investment with a share of around 25 
to 30 percent and finally export, which 

together with these elements constitutes 
the aggregate demand in the economy. 
This combined share of the demand, on 
average, during the past few years has 
been dominant over Iran’s economy and 
almost all of these components have 
assumed an inappropriate trend. On the 
supply side as well, the economic sectors 
such as agriculture, industry and mine, 
oil, services, and imports are also subjects 
of our discussion.

Lifting of Oil Embargo 

The first phenomenon influenc-
ing economic growth in 1395 (2016/17) 
is the lifting of the oil embargo against 
Iran. Given that it had been anticipated 
that in the final months of 1394 (2015/16) 
the Joint Comprehensive Plan of Action 
(JCPOA) would start showing results and 
the sanctions would be lifted, the Minis-
try of Petroleum since a couple of months 
earlier had made plans for the implemen-
tation so that as soon as the sanctions 
were cancelled it would increase its oil 
output substantially. With the implemen-
tation of JCPOA, the increase in produc-
tion was realized and a 50 percent value 
added in the oil sector appeared as one 
of the main factors for the 4.4% growth 
in gross domestic product (GDP) in the 
spring this year. However, the drop in 
global oil prices, the growth in oil ex-
ports, will have no tangible impact on the 
volume of hard currency revenues in the 
current year. 

It can be said that currency rev-
enues fetched from oil exports in 1395 
(2016/17) will not make much difference 
with the previous year; because firstly the 
average price of oil in 1394 (2015/16) 
was higher than in 1395 (2016/17) and 
secondly in the closing quarter of 1394 
(2015/16) practically parts of the oil rev-
enues of 1395 (2016/17) were spent and 
thereby some sort of leveling of revenues 

Dr. Masoud Nili, Economic Advisor to the President

One of the main 
constituent elements 

of aggregate demand in 
Iran’s economy is the 

household consumption 
with a share of 

over 50 percent.
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has been done between the two years. 
Finally, the hard currency revenues from 
oil exports in the past year amounted to 
about $34 billion and it is projected to 
stand at $36 billion in the current year, 
with no significant increase. Revenues 
obtained from crude oil exports during 
the two years of 1394 (2015/16) and 1395 
(2016/17) are only slightly more than 
one-third of the average of these revenues 
in the years 1388 (2009/10) up to 1392 
(2013/14).

If oil output continued with at the 
level produced before the implementation 
of JCPOA (equivalent to the production 
of the first 10 months of 1394), in 1395 
(2016/17), only about $22 billion would 
be gained from oil exports. With this lev-
el of oil revenues, the government budget 
would have certainly experienced diffi-
culty, and in this case without reliance on 
the resources of the Central Bank would 
become non-manageable. 

On the other hand, the currency 
market would undergo turbulence. The 
outcome of this situation would face the 
economy with another stagflation. In con-
trast, if global oil prices remained at the 
level of 1392 (2013/14), with the increase 
in output that has been achieved because 
of JCPOA, about $91 billion in hard cur-
rency would have been fetched which 
could cause a situation completely differ-
ent from the status quo. Paying attention 
to this point is important because gener-
ally in comparison with the pre-JCPOA 
status no attention is paid to the plunge in 
oil price and as a result very wrong evalu-
ations are made about the achievements 
of the nuclear deal and JCPOA. 

Macroeconomic Stability

Another factor affecting economic 
growth in 1395 (2016/17) is establish-
ment of macroeconomic stability from 
1392 (2013/14) onward. During this 
period, the rate of inflation has taken a 
downward trend, no significant fluctua-
tions have occurred in the hard currency 
market, uncertainties in the economy 
have dropped and relative possibility has 
been provided for policymakers and eco-
nomic activists.

Slight Growth: 
Long-Term Disease of Iran’s Economy

Based on what has been mentioned, 
it could be concluded that at present, the 
Iranian economy is not in recession and 
is not expected to experience a negative 
growth in a near future – if conventional 
situation persists. What is vitally impor-
tant for the country’s economy from now 
on is how to avoid falling into the trap of 
low growth. The title of the present dis-
ease of Iran’s economy is not “recession”; 
rather the correct label for its main disease 
is “slight growth”. If the designation ‘re-
cession’ is used the problem it may cause 
is that the government will be inclined to-
wards policymaking for short-term plans 

and clinical treatment. Whereas what our 
economy needs now is long-term ap-
proach and implementation of structural 
reforms. Given that Iran’s economy in 
1395 (2016/17), 1396 (2017/18) and 
1397 (2018/19) - of course under con-
ventional terms – would not be exposed 
to negative growth, the main challenge 
is that the economy would not be faced 
with ‘slight growths’. As in medical sci-
ence there is a distinction between cold 
and a serious disease, in economics too 
there is difference between recession as a 
short-term problem and slight growth as a 
serious and long-term disease. 

In the event of lack of proper under-
standing of these distinctions, the policy 
maker will be inclined towards measures 
with short-term results such as supply 
of the resources from the Central Bank 
and unhealthy growth of the budget by 
injecting unreal resources. While what 
the economy needs at present is provid-
ing long-term requirements for economic 
growth. Whatever is seen as a relative 
improvement in 1395 (2016/17) is main-
ly the result of the two factors of JCPOA 
and macroeconomic stability under the 
condition of the existing vacant capaci-
ties in the economy. For the continua-
tion of the improvement in the coming 
years both factors should be taken into 
account; especially stability of the macro 
economy, the most important coefficient 
of which is inflation. 

One of the major factors that have 
prevented Iran from gaining access to 
sustainable economic growth in the past 
has been the two-digit inflation. No econ-
omy in the world could be found to have 
gained access to sustainable growth with 
double digit inflation. The answer to most 
of the important questions such as why 

One of the major factors 
that have prevented Iran 

from gaining access to 
sustainable economic 

growth in the past 
has been the two-digit 

inflation.

Among private sector 
activists, there is this 
understanding that 

government insistence 
on reducing the inflation 

rate will weaken 
economic mobility.

the business atmosphere is not favorable 
in Iran, why governments failed to adjust 
the energy price and thus fanned the fuel 
of high energy consumption, why the ex-
change rate has not been set correctly, and 
many similar questions can be attributed 
to the selection of the wrong tools for the 
control of inflation by the governments. 

However, in the case of the fall in 
inflation, the governments will gradually 
resume their normal business. In addition, 
proportional to the change in the compo-
sition of the fluid component of liquidity, 
we should watch out for other economic 
variables, including the growth of the 
monetary base, which can be viewed as 
a threat to inflation. In 1393 (2014/15), 
a very strict control was applied through 
the government budget over the monetary 
base growth and this control resulted in 
increasing the growth of the monetary 
base to about 10.5%, which is an out-
standing record and showed its achieve-
ment in 1394 (2015/16). 

However, since 1394 (2015/16) so 
far, the problems existing in the bank-
ing system have prompted the banks to 

rely on the Central Bank and increase the 
monetary base. Moreover, the shock the 
oil price drop created in the state bud-
get caused an increase in the monetary 
base mainly under the influence of the 
net increase of government’s debt to the 
Central Bank as well as debts of banks 
to the Central Bank. For the preservation 
of the inflationary achievement in 1395 
(2016/17) and future years, careful atten-
tion should be paid to these factors. 

Among private sector activists, there 
is this understanding that government 
insistence on reducing the inflation rate 
will weaken economic mobility. This 

hypothesis is not true. Furthermore, 
it should be noted that the return of 
inflation to the average of the past decade 
will affect the growth made this year. 
Because of macroeconomic stability 
sustainable growth can be gained. If in 
1396 (2017/18) economic activities of 
the country are followed up in the light 
of macroeconomic stability, it is expected 
that the increasing trend of consumption 
demand and increasing gas output would 
continue and facilitation of trade and 
export as well as improvement of the 
banking system and growth in granting 
facilities could guarantee continuation 
of economic growth in 1396 (2017/18), 
of course at a level lower than 1395 
(2016/17). Furthermore, it is expected 
that the housing sector in the second half 
of 1395 (2016/17) and in 1396 (2017/18) 
would flourish. At present the forward 
indicators of housing show an initial 
movement in this regard. 

(This text is adapted from Dr. Masoud 
Nili’s recent speech at Tehran Chamber of 
Commerce)
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Iran and Bosnia-Herzegovina have 
signed a memorandum of understand-
ing (MoU) on promotion of business 

cooperation and mutual investment.
The document was signed by the 

countries’ officials in the presence of 
Iranian President Hassan Rouhani and 
the visiting chairman of the Presidency of 
Bosnia-Herzegovina, Bakir Izetbegović, 
during a ceremony at Tehran’s Sadabad 
Complex (Oct. 25).

It envisages expansion of coopera-
tion between the countries’ enterprises 
and industrial parks. The agreement also 
calls for cooperation between small and 
medium-sized enterprises.

President Rouhani and Izetbegovic 
held a joint press conference after their 
meeting, highlighting the importance of 
expanding relations.

“The relations between the two 
countries have always been friendly since 
the independence of Bosnia-Herzegovina 

and this trip [Izetbegovic’ visit to Iran] 
will be a starting point to expand rela-
tions,” Rouhani explained.

Bosnia-Herzegovina can facilitate 
Iran’s entry into the European markets, 
said Izetbegovic, adding that the JCPOA 
(Joint Comprehensive Plan of Action 
or Iran nuclear deal) has provided good 
grounds for development of bilateral ties 
between the two nations.

He further said that Tehran and 
Sarajevo must take steps to facilitate 
grounds for mutual investment.

A joint commission, to be held in the 
Bosnian capital of Sarajevo in December, 
is to examine and finalize the list of the 
areas of bilateral cooperation, the Iranian 
chief executive said.

Visa Free Travels

Iran Majlis Speaker Ali Larijani and 
President Izetbegovic discussed plans 
for lifting visa requirements for the two 
countries’ travelers.

In a meeting with the Bosnian 
president, Larijani highlighted the role 
of tourism in the expansion of economic 
relations between Tehran and Sarajevo.

He underlined that lifting visa 
requirements for travels between Iran and 
Bosnia-Herzegovina would greatly help 
the two countries unleash the potential 

Tehran, Sarajevo Mull 
Visa-Free Regime

for economic interaction.

Iran Oil Import

Bosnia-Herzegovina was expected 
to hold a new round of negotiations to 
import oil and byproducts during the visit 
of Izetbegovic to Tehran.

Diversification of oil export markets 
is a declared policy of the Iranian 
government in the post-sanctions era and 
Eastern Europe is a top emerging market.

Over the past nine months, Iran 
managed to expand crude exports to 
Hungary, Poland and Romania under spot 
contracts.

State-owned National Iranian Oil 
Company is said to have conducted 
talks with Russian oil and gas firm 
Zarubezhneft on oil sales to Bosnia. 
Zarubezhneft specializes in exploration, 
development and operation of oil and gas 
fields outside Russia.

According to Ali Kardor, NIOC’s 
new managing director, Zarubezhneft 
owns a refinery in Bosnia and Iran can 
supply the refinery’s total crude oil 
demand.

Bosnia-Herzegovina can 
facilitate Iran’s entry into 

the European markets, 
said Izetbegovic

Meeting with Leader, 
EC Chairman, Speaker

Leader of the Islamic Revolution 
Ayatollah Ali Khamenei expressed the 
Iranian government’s full readiness to 
improve cooperation with Bosnia-Herze-
govina in various political and economic 
sectors and boost bilateral coordination in 
international communities. He made the 
remark in a meeting with Izetbegovic, in 
Tehran (Oct. 25).

The Bosnian official also hoped that 
relations between Tehran and Sarajevo 
would result in effective economic co-
operation and serve common interests of 
both sides.

Izetbegovic arrived in Tehran (Oct. 
24) at the invitation of the Iranian Presi-
dent. He held separate talks with Rouhani, 
Larijani, and Chairman of the Expedien-
cy Council Akbar Hashemi Rafsanjani. 
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Iran and Finland signed four memo-
randums of understanding to bolster 
bilateral relations in a wide range of 

domains on the margins of a meeting of 
the two sides’ high-powered delegations 
in Tehran (Oct. 26).

The meeting was chaired by Presi-
dent Hassan Rouhani and his Finnish 
counterpart, Sauli Niinisto.

They agreed in the MoUs to expand 
cooperation in energy, trade, communica-
tions technology and forest management 
sectors, among others.

Rouhani told a joint press confer-
ence that Niinisto’s trip to Iran shows the 
two countries’ strong resolve to deepen 
ties.

“The visit definitively marks the 
start of development of bilateral relations 
and regional and international coopera-

tion between Iran and Finland,” he said.
The president noted that last year’s 

nuclear pact between Iran and major 
powers removed obstacles to the im-
provement of the Islamic Republic’s re-
lations with its European trade partners, 
including Finland. 

The landmark agreement went into 
force in mid-January to curb Tehran’s 

nuclear work in return for easing interna-
tional sanctions.

“Sanctions had held up progress in re-
lations between Tehran and Helsinki,” he 
said, adding that recent months have wit-
nessed progress in bilateral economic ties.

“The two sides expressed interest in 
improving tourism relations by establish-
ing direct flights and a rail link,” he said.

Iran and Finland agreed to connect 
their railways through Azerbaijan, Rou-
hani stated. “We approved connecting the 
countries through the railways and we are 
going to connect Iran to Finland through 
Baku and Moscow,” he said.

Rouhani added that Tehran and Hel-
sinki can boost cooperation in several 
fields, including energy, transport, envi-
ronment and agriculture.

Rouhani said Tehran and Helsinki 

agreed on measures to quickly revive 
banking relations. Niinisto said an 
unprecedented opportunity has arisen 
after the deal to engage in comprehensive 
cooperation.

“Mutual visits by Iran and Finland’s 
[nationals] would be easier in the future, 
which can give an effective boost to tour-
ism ties,” he said.

The Finnish president added that 
deeper engagement between Tehran and 
Helsinki can facilitate closer cooperation 
between them on regional issues.

Rouhani also said that the capacity 
of the Iran-EU relations in post-sanctions 
era also was discussed during the meeting.

“We underlined that after JCPOA 
(Joint Comprehensive Plan of Action aka 
nuclear deal) both Iran and the EU are 
interested in boosting relations in various 
sectors, including science, technology 
and trade,” the Iranian president said.

The two parties also expressed inter-
est in expanding cooperation on issues of 
citizenship rights, human rights, fighting 
against drug-trafficking, terrorism and 
extremism, Rouhani said.

He added that Niinisto’s visit would 
mark a good beginning for expansion of 
bilateral relations.

Heading a big trade delegation, 
Niinisto arrived in Tehran on Oct. 25. He 
was officially welcomed by Rouhani in 
Saadabad Historical-Cultural Complex 
on Oct. 26.

Mining MoU: The Geological Survey 
of Finland, also known by its Finnish 
acronym GTK, and the Iranian Mines 
and Mining Industries Development and 
Renovation Organization signed a memo-
randum of understanding in Tehran (Oct. 
25) for cooperation in the mining sector. 

The MoU was signed by GTK Direc-
tor General Mika Nykanen and the head 
of IMIDRO, Mehdi Karbasian during the 
First International Mineral Processing 
Activists Symposium (IMPAS 2016). 

The agreement stipulates coopera-
tion in mineral exploration, exploitation, 
workforce training and research on rare 
earth elements. IMPAS 2016, co-orga-
nized by the Iranian Mineral Processing 
Research Center and IMIDRO, hosted 
over 300 domestic and foreign experts 
and industry players from Canada’s 
Hatch, South Africa’s Mintek and MSA-
Group, Germany’s Malgweyn, Finland’s 
Outotec and Australia’s JKMRC. 

GTK, founded in 1885, acts as a pro-

Iran, Finland Trade 
Can Rise Tenfold

“Tehran and Helsinki 
can boost cooperation in 
several fields, including 

energy, transport, 
environment and 

agriculture,” Rouhani Said.
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vider of geological maps of Finland and 
other countries, and also operates as a re-
search center.

Joint Investment, Knowledge-Based 
Industries: Head of the Trade Promotion 
Organization (TPO) Mojtaba Khosrowtaj 
said his Organization wants Iran-Finland 
cooperation focus on joint investment, 
knowledge-based industries and develop-
ment of R&D centers.

Khosrowtaj made the remark in the 
opening ceremony of a meeting on devel-
opment of Iran-Finland economic rela-
tions (Oct. 26).

Finnish President and Minister of 
Foreign Trade and Development Kai Myk-
kanen attended the meeting in Tehran.

“Considering the infrastructures and 
the investment made in different indus-
trial sectors, we should seek expansion 
of technical and technological coopera-
tion and joint investment with the Finnish 
side,” Khosrowtaj said.

Addressing the representatives of 
24 Finnish companies in the gathering, 
Khosrowtaj announced there are plenty 
of projects in the petrochemical sector, 
as well as enormous downstream petro-
chemical projects and plans, for imple-
mentation of which the Finnish party can 
contribute.

He suggested that the Finnish com-
panies may cooperate in providing Iran 
with related know-how and technology, 
while giving a hand in the joint venture 
projects.

He also hailed the ‘positive coopera-
tion’ with the Finnish companies in the 
fields of clean energies, like wind, so-
lar, geothermal and fossil-thermal power 
plants (biomass).

Meanwhile, Finland’s foreign trade 
minister said the volume of his country’s 
trade with Iran could easily grow ten 
times.

“We have huge potential for increas-
ing our trade with Iran,” Mykkanen told 
the Tasnim News Agency.

“(The volume of trade between Iran 
and Finland) can easily grow tenfold,” he 
said, adding that the European country’s 
exports to the Islamic Republic can reach 
500 million euros.

During his stay in Tehran, the Finnish 
president also met with Leader of the Is-
lamic Revolution Ayatollah Ali Khamenei, 
Foreign Minister Mohammad Javad Zarif 
and Parliament Speaker Ali Larijani.   
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Iran’s President Hassan Rouhani 
launched a three-nation tour of 
Southeast Asia in early October, 

which took him to Vietnam, Malaysia 
and Thailand.

The Iranian chief executive left Teh-
ran (Oct. 5) for the Vietnamese capital of 
Hanoi on the first leg of his trip. 

In the visit, Rouhani was accompa-
nied by his Foreign Minister Mohammad 
Javad Zarif, several cabinet ministers and 
senior government officials. 

Before departure, Rouhani briefed 
reporters about his agenda of talks in the 
three countries. He described Asia as a 
highly important continent, adding, “The 
21st century belongs to Asia.”

The ultimate goal of the trip was 
attending a summit of the inter-govern-
mental organization of Asia Coopera-
tion Dialogue (ACD), which gathered 
34 Asian nations, in the Thai capital of 
Bangkok, Rouhani noted.

“The organization’s goals comprise 

increasing convergence and cooperation 
among Asian countries and improving 
Asia’s role in international interactions,” 
Rouhani said.

He also hailed Vietnam as a country 
which has contributed to the economic 

development in the region, and one that 
enjoys good and close relations with Iran.

Rouhani noted that the visit to 
Vietnam is meant to enhance bilateral 
Tehran-Hanoi ties, especially in the 
area of exporting Iran’s technical and 
engineering services.

The Iranian President further said 
Malaysia, his second destination, has 
had traditionally favorable relations with 
Iran, adding that his talks there are aimed 
at repairing the ties which have unfortu-
nately suffered a decline in recent years.

The Bangkok stop, the last leg of the 
tour, will also feature bilateral meetings 
with Thai officials, Rouhani said.

Trade in Focus as Rouhani 
Launches Asia Visit

Rouhani was accorded a detailed of-
ficial welcome in Hanoi by his Vietnam-
ese counterpart Tran Dai Quang.  

Addressing a joint press confer-

ence with his Vietnamese counterpart 
in Hanoi (Oct. 6), Rouhani said the two 
agreed that despite many opportunities 
for economic, trade and investment affil-
iation between their countries, the scale 
of cooperation and trade exchange has 
remained modest. They therefore set a 
target of boosting bilateral trade to over 
US$2 billion and creating optimal con-
ditions for their companies to cooperate 
in such areas as energy, information and 
communications, agriculture, fisheries, 
science-technology and banking.

Rouhani said huge grounds exist 
for economic and trade cooperation 
between Tehran and Hanoi as he invited 
Vietnamese companies to invest in Iran’s 
energy sector.

Rouhani further voiced the Islamic 
Republic’s preparedness to export oil, 
petrochemical products as well as techni-
cal and engineering services to Vietnam.

Iran and Vietnam, he said, have 
close views on major international is-

sues, adding that the two countries seek 
peace and stability in East Asia as well as 
the Middle East.

The two presidents also said Tehran 
and Hanoi are against violence and 
extremism and believe that all crises 
must be resolved through dialog.

Iran opened an embassy in Hanoi in 
1991 and Vietnam opened its embassy 
in Tehran in 1997. They established 
relations in 1973 and since then the two 
countries have increased political and 

economic cooperation through exchange 
of visits by senior officials from both 
sides.

Trade exchanges between Iran 
and Vietnam reached $300 million in 
2013 from $80 million in 2010. Those 
transactions currently stand at $350 
million, meaning the two countries have 
an arduous task to hit the $2 billion mark. 

Rouhani Vows Better Conditions 
for Vietnamese Oil, Gas Firms

President Trần told reporters that he 
and his Iranian counterpart had reached 
agreement on tightening political links 
between their two countries and expand-
ing their collaboration in economic, cul-
tural and scientific-technological areas.

He said the two sides had agreed to 
support each other in pursuing develop-
ment for their people’s prosperity, and 
for peace and stability in the region and 
the world. He praised the UN General 

Iran, Vietnam Pledge  $2 Billion Trade Boost
Vietnam’s prime 

minister, for his part, 
emphasized that his 

country is determined 
to increase the level of 

trade with Iran to 
above $2 billion.
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Assembly’s resolution on a world against 
violence and extremism, initiated by 
Rouhani.

The two sides also discussed the 
security situation in the region and 
reiterated their pledge to contribute to 
peace and resolve conflicts on the basis 
of internationally-recognized universal 
principles.

Rouhani, for his part, told reporters 
that Iran is ready to create better condi-
tions for Vietnamese oil and gas firms 
to expand their presence in his country 
by implementing existing contracts and 
seeking new business opportunities. He 
also underlined Iran’s willingness to 
work with Vietnam’s high-tech industry 
and to cooperate in the areas of construc-
tion materials, transport infrastructure 
and thermoelectricity, as well as in agri-
cultural production.

Vietnam and Iran will also expand 
cooperation in culture, education, 
tourism and people-to-people exchanges, 
President Trần said, adding that Vietnam 
will facilitate the access of Iranian goods 
to the Vietnamese market. He applauded 
Rouhani’s support for the import of 
Vietnamese goods into Iran in order to 
balance bilateral trade.

The two presidents also witnessed 
the signing of two cooperation docu-
ments, one on visa exemption for official 
passport holders and another an MoU on 
cooperation in information and commu-
nications.

The Iranian President invited his 
Vietnamese counterpart to visit Iran.

‘Iran Ready to Export Steel, 
Oil to Vietnam’ 

President Rouhani told Vietnam’s 
Prime Minister Nguyen Xuan Phuc that 
both countries have yet to benefit from 
considerable opportunities that exist for 
them to boost their relations.

He said Iran is ready to expand trade 
ties with Vietnam and specifically supply 
the country with steel and crude oil.

Rouhani emphasized that the 
expansion of relations with Southeast 
Asian countries, especially Vietnam, has 
always been a top priority for Iran.

He said Vietnam can become a base 
for Iran’s trade activities in the region. 
To the same effect, the Iranian President 
added, Vietnam can access a market of 
400 million people through Iran.

Rouhani said the removal of sanc-
tions against Iran has already prepared 
the grounds for the two countries to 
enhance their economic ties.  He added 
that Tehran and Hanoi need to strengthen 
their banking relations first in order to fa-
cilitate any step toward the expansion of 
commercial relations.

Vietnam’s prime minister, for his 
part, emphasized that his country is 
determined to increase the level of trade 
with Iran to above $2 billion. He added 
that Hanoi wants to expand relations with 
Iran in all areas and that it is prepared 
to move toward the establishment of a 
mutual free trade mechanism between 
the two countries. 

In March, Vietnam’s then president 
Truong Tan Sang visited Iran to discuss 
the expansion of mutual ties. 

Rouhani had told his former 
Vietnamese peer Sang when he was in 
Tehran that the Islamic Republic was 
ready to increase trade with Vietnam 
from the current level of $350 million 
to above $2 billion within the next five 
years.

New Era in Tehran-Hanoi Relations 

Rouhani praised his talks with 
senior Vietnamese officials as successful, 
saying his visit to Southeast Asian state 
opens a “new chapter” in Tehran-Hanoi 
relations.

Rouhani made the remarks at a 
meeting with Nguyen Phu Trong, the 
secretary general of the ruling Communist 
Party of Vietnam, in Hanoi (Oct. 6).

The Iranian chief executive said that 
grounds are prepared for the expansion of 
ties between the two countries, especially 
after last year’s nuclear deal between 
Tehran and the six world powers.

“Private sectors of Iran and Vietnam 
are interested in broadening relations 
and in doing so, the reinforcement of 
cooperation, especially in the areas of 
energy, new technologies, banking, 
agriculture and fishery will be of special 
importance,” Rouhani said.

He underlined the need for expand-
ing banking ties at the same pace with bi-
lateral political and economic relations.

Rouhani also expressed hope that 

the 9th Iran-Vietnam Joint Commission 
session, which is expected to be held 
soon, will pave the way for creating more 
dynamism in Tehran-Hanoi relations.

He further voiced Tehran’s readi-
ness for enhanced relations in scientific 
and cultural areas among universities and 
research centers.

The Vietnamese official, for his 
part, referred to long-standing and good 
relations with Iran and the capacities for 
bolstering relations.

He also congratulated Iran on its 
achievements, especially in the nuclear 
talks, saying that Hanoi attaches special 
importance to enhanced ties with Tehran.

Relations should also be developed 
in educational, scientific and agricultural 
fields, Trong added.

Economic ties between the two 
countries are not as deep as the friendship 
between the two nations and efforts 
should be made to forge closer ties, he 
concluded.

Rouhani, Phuc Talk Trade: 
Rice & Cashews, Carpets & Ores

Prime Minister Phúc congratulated 
the Iranian President on the removal 
of the international sanctions and the 
nuclear deal secured with world powers, 
saying the developments opened up great 
cooperation opportunities for Vietnam 
and Iran. He expressed his hope that 
President Rouhani’s visit would open 
up a new chapter in the two countries’ 
relations.

Rouhani expressed hope 
that the 9th Iran-Vietnam 

Joint Commission 
session, which is expected 
to be held soon, will pave 

the way for creating 
more dynamism in 

Tehran-Hanoi relations.

Specifically, the PM suggested 
the sides to focus on facilitating trade 
activities, particularly the export of 
tea, seafood, rice, cashew, coffee, 
peppercorns, apparel and rubber from 
Vietnam - as well as the shipments of 
plastic materials, metal, chemicals, ores, 
machinery, dried fruit and carpets from 
Iran.

He proposed elevating rice trade to 
the State level to stabilize the market in 
the long term, adding that he supports 
a joint project between Iran and the 
Mekong Delta city of Cần Thơ on the 
cultivation of Iranian long-grain rice in 
Vietnam for export to Iran. 

The PM urged stronger cooperation 
in information and telecommunications, 
asking the Iranian government to facili-
tate the operation of Vietnamese telecom 
companies in Iran.

He also requested further support 
from the Iranian side for PetroVietnam 
in resuming oil exploration at Danan 

oil block in Iran, according to Vietnam 
News Agency.

PM Phúc noted that Vietnam’s 
participation in a range of free trade 
agreements would provide opportunities 
for foreign investors and businesses, 
including those from Iran.

For his part, Rouhani said Iran 
wants to work together with Vietnam in 
realizing agreements secured by the two 
countries’ inter-governmental committee, 
particularly in the fields of energy, oil 
and gas, IT and agriculture. 

He agreed with his host about the 
need to facilitate ties between Vietnamese 
and Iranian businesses, adding that 
Tehran was willing to supply Hanoi 
with construction materials and joint 
cooperation projects in building thermo-
power plants, water supply systems, and 
roads and bridges.

He thanked Vietnam for supporting 
his country in becoming a member of 
the Treaty of Amity and Cooperation in 
Southeast Asia. 

Rouhani said he hoped the two 
countries would accelerate negotiations 
to sign a bilateral free trade pact and 
suggested the establishment of a maritime 
route between the two countries.

He described PetroVietnam’s oil 
exploration project in the Danan oil block 
as a symbol of bilateral cooperation, 
adding that the two sides should work 
together to resume the project.

Rouhani also promised more 
scholarships for Vietnamese students.  
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Iran, Malaysia Seek to 
Double Trade Exchanges
President Rouhani said the atmo-

sphere that has ensued Iran’s 2015 
nuclear agreement with world 

powers makes for a good opportunity to 
expand bilateral ties with Malaysia.

The Iranian chief executive made 
the remarks upon arrival at Kuala Lum-
pur International Airport (Oct 7) on the 
second leg of his Asian tour.

Rouhani further referred to Malaysia 
as an important and advanced Muslim 
country in the region, saying Iran has 
always had good relations with the 
Malaysian government and nation.

“The Islamic Republic has always 
stressed the importance of the enhance-
ment of relations with the people and 
administration of the great country. In 
this trip, we seek to further enhance and 
deepen bilateral relations.”

The nuclear deal was signed in July 
2015 between Iran and the six powers – 
Russia, China France, Britain, the US and 
Germany. It effectively established Iran’s 
right to use peaceful nuclear energy and 
envisaged the removal of nuclear-related 

sanctions against the Islamic Republic.
Rouhani was later officially wel-

comed by Malaysia’s Prime Minister 
Najib Razak at the presidential palace in 
Putrajaya.

Iran, Malaysia Seek to Double 
Trade Exchanges
President Rouhani said Iran and 

Malaysia plan to swiftly double the level 
of their trade exchanges.

Speaking at a joint press conference 
with the Malaysian PM, he added that 
the two countries are in the first phase re-

solved to restore their bilateral relations 
to pre-sanctions levels then promptly 
double it.

“We also plan to turn 2016 into the 
year of development in improvement and 
expansion of mutual ties in economic, 
political, scientific and cultural fields,” he 
added.

The Iranian and Malaysian private 
sectors should become aware of capaci-
ties in both countries and use them to 
deepen ties, Rouhani noted.

Need for New Iran-Malaysia 
Banking Mechanisms
Razak, for his part, said the Central 

Bank of Malaysia, Bank Negara Malay-
sia (BNM), and the Central Bank of Iran 
(CBI) must immediately develop new 
mechanisms for cooperation in different 
fields in a bid to accelerate activities.

He added that the BNM and CBI of-
ficials would meet in the near future to 
discuss ways of developing strategies for 
efficient trade cooperation.

He also said that Rouhani’s visit to 

“Ties with Asia including 
the friendly and 

brotherly country of 
Malaysia have a special 
position in the Islamic 

Republic of Iran’s foreign 
policy,” Rouhani said.

Malaysia allows both countries to explore 
ways to further expand economic ties.

“The key to this objective is to en-
able business transactions to take place 
within the banking system of our two 
countries,” New Straits Times quoted Na-
jib as saying.

Najib added, “As you know, sanc-
tions (on Iran) had restricted ways of 
doing business there. But we want this 
(mechanism) to happen, and I am confi-
dent it will be found in the shortest time.”

He also said Malaysia will be 
sending a delegation comprising the 
Plantations Industries and Commodities 
Ministry, and the Malaysia Palm Oil 
Board (MPOB) to Tehran.

Malaysian Firms Invited to Iran’s 
Energy, Industrial Projects
Malaysian firms are invited to par-

ticipate in Iran’s energy and industrial 
projects, President Rouhani said.

In a meeting with Prime Minister 
Najib, the Iranian President stated that the 
post-sanctions era is a great opportunity 
for Malaysian companies to boost pres-
ence in Iran.

He also underscored the potentials 
and capabilities of Iranian companies in 
various sectors including construction, 
energy, and modern technologies, and 
said the two countries can cooperate in 
such areas.

Najib, for his part, expressed his 
country’s interest in cooperation with Iran 
in all areas and said the two governments 
should try to increase bilateral trade to the 
pre-sanctions level.

Iran-Malaysia Trade to Quintuple 
in 2 Years

Meanwhile, in an interview with 
IRNA, Iranian Communications and 
Information Technology Minister Mah-
moud Vaezi, who is also the co-chairman 
of Iran-Malaysia Joint Economic Com-
mission, said that with oil and petrochem-
ical products added to the equation, it is 
expected that the value of trade between 
the two sides will increase five-fold over 
the next two years.

Referring to his talks with Mustapa 
Mohamed, Malaysia’s Minister of 
International Trade and Industry who 
is also Iran-Malaysia Joint Economic 
Commission’s new co-chairman, Vaezi 
said bilateral trade relations were very 
good but fell short due to the unjust 
sanctions over the past years.

He went on saying “The two coun-
tries’ joint economic commission meeting 
has not been held since 2008 and it has 
caused bilateral trade value of $1.5 billion 
in 2013 to fall to $500 million in 2016.”

Further in his remarks the official 
noted that Malaysia’s minister of inter-
national trade and industry is due to visit 
Iran within the next two weeks accompa-
nied by a high-ranking trade delegation.

“Thirty Malaysian representatives 
and managers of large companies in vari-

ous sectors will be accompanying the 
minister and this could be a new begin-
ning for further development of bilateral 
cooperation,” he said.

Concern over Divisive Policies
Speaking to reporters after hold-

ing closed-door talks with the Malaysian 
premier and participating in the meeting 
of the two countries’ high-ranking del-
egations, Rouhani said Tehran and Kuala 
Lumpur are concerned about enemies’ 
moves to sow discord among Muslim 
countries.

“We both believe that all Islamic 
faiths have a common goal and emanate 
from a single root and origin,” he added.

He said the two countries regard ter-
rorism a common concern in the region 
and across the world and believe that 
“governments and countries must make 
use of all means [available] in the fight 
against terrorism.”

He also stressed the importance of 
bolstering relations with Asian countries.

“Ties with Asia including the friend-
ly and brotherly country of Malaysia have 
a special position in the Islamic Republic 
of Iran’s foreign policy,” Rouhani said.

There is a “very good climate” for 
activities and investment by Iranians in 
Malaysia, he said, adding that Tehran 
and Kuala Lumpur are both supporting 
investments by the other country on their 
soil.

“Iran welcomes investment by the 
Malaysian firms in oil, gas and petro-
chemical sectors,” he said.

He also called for acceleration of 
cooperation between the two countries 
in banking, academic, technological and 
tourist fields.  

In a meeting with Prime 
Minister Najib, the 

Iranian President stated 
that the post-sanctions 

era is a great opportunity 
for Malaysian companies 
to boost presence in Iran.
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Iran and Thailand have expressed their 
readiness to open a new chapter in 
Tehran-Bangkok relations in different 

fields.
Iran’s President Rouhani and Thai 

Prime Minister Prayuth Chan-o-cha 
made the remarks in a meeting held on 
the sidelines of the 2nd Asia Cooperation 
Dialogue (ACD) Summit in Bangkok 
(Oct. 9).

“Today, the two governments are 
willing to broaden bilateral ties in po-
litical, economic, cultural and scientific 
areas,” Rouhani said, adding, “The ex-
pansion of relations between Iran and 
Thailand serves the interests of the two 
nations and is supplementary to regional 
cooperation.”

Thailand can serve as an economic 
bridge between Iran and East Asia, said 
Rouhani, calling for a more active partici-
pation of private sectors of both countries 
in efforts to promote Tehran-Bangkok co-
operation.

The Iranian chief executive further 
underlined the need for bolstering bank-
ing cooperation between the two states as 
a step towards fostering economic ties.

Iran and Thailand could soon dou-
ble the level of their trade exchanges by 
implementing agreements and joint proj-
ects, Rouhani added.

The Thai premier, for his part, un-
derscored the necessity for opening a new 
page in Tehran-Bangkok relations.

Prayuth also stressed that the Thai 
government is resolved to boost coop-
eration with Iran and noted that bilateral 
educational, cultural and scientific ties 
should be expanded at the same pace as 
political and economic relations between 
the two sides.

According to Thai Ministry of 
Foreign Affairs, trade value between 
Tehran and Bangkok stands at around 
$794.46 million.

Thailand to Revive Iranian Economic 
Ties through Rice Deals, Trade

Thailand aims to resume rice exports 

to Iran, the Thai Commerce Ministry 
said (Oct. 10), following a trade meeting 
between the two countries in the Thai 
capital Bangkok.

Trade leaders from the two nations 
met on the sidelines of the ACD meeting.

Thailand and Iran agreed to resume 
bilateral trade and aim to increase their 
shared market from $310 million to $3 
billion by 2021, said Thai Commerce 
Minister Apiradee Tantraporn, following 
a meeting with her Iranian counterpart 
Mohammad Reza Nematzadeh.

Thailand, the world’s second-largest 
rice exporter, also aims to export 700,000 
tons of rice to Iran per year, Apiradee 
told reporters, the same level as before 
the economic sanctions were imposed in 
2012.

In February, Thailand and Iran 
signed four memorandums of understand-

ing worth 4.3 billion baht ($123 million) 
that would see 300,000 tons of white and 
jasmine rice shipped to Iran.

Iran’s Health Ministry has yet to 
finish inspecting the quality of the Thai 
grain, but the process should be com-
pleted within this year, Apiradee said, 
adding that shipping would begin soon 
afterwards.

Thailand’s rice industry welcomed 
the agreement. “Iran is an old market 
we have always wanted to return to,” 
Charoen Laothamatas, president of the 
Thai Rice Exporters’ Association, was 
quoted as saying.

Thailand aims to export 9.5 million 
tons of rice in 2016 and has already ex-
ported 6.2 million tons until August.

Thai Airways and Thai AirAsia X 
started selling direct flights between Bang-
kok and Tehran this year in a bid to attract 

wealthy tourists from the Middle East.

Rouhani Addresses Asia Cooperation 
Dialogue Summit

The Iranian President said that Asia’s 
power is dependent on self-confidence 
and a shared will for convergence. “We 
must open our markets, engage in greater 
economic interaction, start domestic 
structural reform, move towards greater 
transparency and engage in extensive 
coordination on setting policy; and by 
doing so, take long strides to improve 
the quality of life for our citizens and 
elevate the standing of Asia on the world 
stage,” President Rouhani said in his 
address to the second Summit of the Asia 
Cooperation Dialogue (ACD) in Bangkok 
(Oct 10).

‘Today, all acknowledge that no 
global issues could be addressed with-
out close cooperation of Asian powers. 
Asia plays a pivotal role in global efforts 
aimed at resolving such major issues as 
climate change, environmental crisis, 
social problems, including refugees, illit-
eracy and poverty; and the role of Asian 
states in promoting collective security is 

Iran, Thailand Set to Open 
‘New Page’ in Bilateral Relations

indispensable,’ Rouhani said.
ACD is an inter-governmental or-

ganization created in 2002 to help in-
tegrate separate regional organizations 
-- such as ASEAN, SAARC, the Persian 
Gulf Cooperation Council, and the Eur-
asian Economic Union -- incorporating 
every Asian country to build an Asian 
Community without duplicating other 
organizations.

More excerpts from the Iranian Pres-
ident’s address at the ACD:

Iran is an integral part of Asia and a 
gateway that connects East to West. We 
have our roots in Asia and our history, 
culture and arts have been shaped by this 
ancient continent. We are committed to 
remain with Asia and continue to define 

our identity as Asians.
One cannot talk about security and 

work towards cohesive development, 
while ignoring terrorist atrocities in Iraq 
and Syria, or remaining indifferent to the 
bombardment of defenseless women and 
children in Yemen as well as brutal be-
haviors of the Zionist regime in Palestine.

Asian spirit uses diplomacy and 
dialogue as its main tools to resolve 
hostilities. In meeting the challenges 
before us, our forum must continue to use 
the same tools.

Having secured the historic nuclear 
accord, the Islamic Republic of Iran is 
eager to participate actively in the value 
chain as well as develop new markets and 
provide secure supply of energy and con-
sequently play an even more active role 
in Asian collaborations. Blessed with a 
young and educated work force, extensive 
oil and gas reserves and an advantageous 
geographical position, Iran has aimed at 
an annual 8 percent growth rate. In ad-
dition, attracting more foreign investment 
is one of Iran’s priorities. Therefore, we 
invite and welcome Asian investors and 
have prepared the ground for mutually 
advantageous projects. 

Iran and Thailand could 
soon double the level of 

their trade exchanges by 
implementing agreements 

and joint projects, 
Rouhani said.
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Due to the nuclear accord and the 
lifting of sanctions, Iran’s economy is 
poised to experience considerable growth 
in the coming years. Geographical ad-
vantage, security, and considerable in-
vestment in rail, air and sea lanes have 
secured the position of Iran as a major 
international corridor. At the same time, 
the Islamic Republic of Iran aims to play 
a more active role in the Asian-European 
transportation network. By developing its 
capacities, Iran is seeking to become a 
new hub in rail, air and sea transportation 
in West Asia.

As part of its main goals, the ACD 
works to expand cultural interaction 
and tourism among Asian communities. 
Again, drawing on its natural, cultural 
and historic attractions, Iran is trying 
to utilize its tourism industry as a main 

prime mover of the economy.
Globally, a secure supply of energy 

is a major challenge to sustainable 
development. Iran is ready – through 
multilateral investment schemes and 
expansion of its natural gas sector – to 
increase the security of the energy supply 
in Asia and promote natural gas as a clean 
and alternative fuel that serves to improve 
the environment.

Security and stability are prerequi-
sites for development. At the same time, 
development is imperative for ensuring 
security and stability. Through compre-
hensive development, living conditions 
improve and cultural diversity – as well 
as the rights of fellow human beings – 
is respected. The ACD can help expand 
trade and economic cooperation and by 

connecting the east and west of Asia cre-
ate a promising vision of peace, tranquil-
ity and stability throughout the continent; 
and by doing so create a better future for 
all inhabitants of Asia.

The future of Asia belongs to our 
children and grandchildren, and its full 
blossoming depends on more stable and 
dynamic ties among the Asian nations. 
Cognizant of this, my administration is 
committed to expanding trade as well as 
scientific, cultural and technological ties 
between the Iranian nation and Asian 
communities and by doing so – as an in-
fluential member of the Asia Cooperation 
Dialogue -- we will positively contribute 
to the ongoing efforts to transform this 
ancient continent to a powerhouse for 
global progress.”  

Iran is an integral part 
of Asia and a gateway 
that connects East to 

West. We have our roots 
in Asia and our history, 
culture and arts have 
been shaped by this 
ancient continent. 

We are committed to 
remain with Asia and 
continue to define our 

identity as Asians.
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Iran International Magazine intends to publish a pictorial book covering the most important developments 
affecting Iran in domestic, regional and international arenas in recent years. The exquisite collection of 
captioned photos will appear under the title “Iran Today”.
Iran International invites all Iran lovers to help it improve this album by providing photos on the following 
subjects:

 Iran’s global presence at international arena
 Iran, a hub for global economic & trade markets
 New domains of urban life in Iran
 New landscape for Iranian industries
 Iran’s scientific, cultural and artistic achievements in the international arenas
 The role of specialized women in growth & development of Iran 
 Recent developments in Iran tourism industry
 Unprecedented presence of Iranian sportspersons in international events

Iran Today
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