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NEW DELHI: Indian refiners have got
the green light to prepare to pay Iran
$1.4 billion in oil dues, two sources
with knowledge of the issue said, in
one of the first signs that last month’s
nuclear deal is helping Tehran unlock
frozen funds. The landmark nuclear
deal between Iran and six major world
powers was struck on July 14 and sanc-
tions could begin to be removed later
this year if  UN inspectors confirm
Tehran is complying with its provisions.
Indian Finance Secretary Rajiv Mehrishi
asked refiners this month to prepare to
pay Tehran two installment of $700
million, part of the money owed for oil
imports, said the sources, who declined
to be identified due to the sensitivity of
the issue.

Iran is desperate for funds and
investment to help its economy, crip-
pled by decades of sanction. Mehrishi
last month led a delegation of officials
from the Reserve Bank of India and
state-run UCO Bank to Tehran to dis-
cuss oil payments. The exact timing of
the payments is unclear since the
finance ministry is seeking clearance
from the Office of Foreign Assets
Control (OFAC) of the US Department
of treasury to go ahead, one of the
sources said. The office of India’s
finance secretary did not immediately
respond to a request for comment. The
US Treasury said it did not comment
specifically on countries or institutions
involved in payments.

But in a statement said “the US gov-
ernment has committed to render non-
sanctionable the release in installments
of certain Iranian restricted funds held
overseas in an amount consistent with
installments provided under previous
JPOA relief periods.” JPOA, or Joint Plan
of Action, refers to an interim nuclear
pact. The Indian payments are likely to
be conducted using a mechanism
based on a series of back-to-back trans-
actions in different currencies that are
initially channeled through the Reserve
Bank of India, the sources said. Iran
would eventually get the payment in
dirhams from the United Arab
Emirates’ central bank. India is Iran’s
biggest oil client after China, though
New Delhi has reduced purchases
under pressure from sanctions and
Tehran has slipped to the seventh
biggest supplier from the second
before sanctions.

Indian refiners Mangalore Refinery
and Petrochemicals Ltd, Essar Oil,
Indian Oil Corp, Hindustan Petroleum
Corp and HPCL-Mittal Energy Ltd
(HMEL) together owe Iran more than
$6.5 billion. This represents just over
half of the bill for crude bought since
February 2013, when a route to pay for
Iranian oil through Turkey’s Halkbank
was stopped. Under an interim nuclear
deal in November 2013, some of Iran’s
blocked funds were released by Asian
buyers, including India. Indian compa-
nies have deposited 45 percent of their
oil payments in a rupee-denominated
account at an Indian state bank that
Iran is allowed to use to buy goods not
covered by sanctions such as food and
medicines. About 170 billion Indian
rupees ($2.62 bill ion) are in Iran’s
account with UCO Bank.—Reuters

India prepares to pay $1.4 bn Iran oil dues 
India seeks US clearance for oil payments

ZURICH: Swiss food giant Nestle yesterday
announced slightly lower first half profits
compared to last year, with the strong Swiss
franc and Maggi instant noodles recall in
India undercutting better-than-expected
sales. The maker of Nespresso and KitKat
reported profits of 4.1 billion Swiss francs (4.1
billion euros, $4.5 billion) for the first six
months of the year, 2.5 percent lower than
during the same period in 2014. “The first
half results were in line with our expecta-
tions, broad-based across categories and
geographies, solid even in difficult circum-
stances,” Nestle’s CEO Paul Bulcke said in a
statement.  He sought to highlight the com-
pany’s burgeoning health and wellness strat-
egy, in which Nestle has been heavily invest-
ing over the last several years. 

The Nestle Nutrition line saw 3.9 percent
organic growth over the first half of the year,
a figure that Bulcke said underscored the
“relevance and strength” of the company’s
pivot towards health products.  Nestle’s first
half revenues of 42.8 billion Swiss francs
were also slightly lower than last year’s 42.9
billion, due mainly to the soaring Swiss
franc.  The Swiss National Bank had been
holding down the value of the franc for
more than three years, but in January sud-
denly announced that it was abandoning
the minimum rate of 1.20 francs to a euro.
The strong franc has been a headache for
companies that report income in the Swiss
currency.

Noodle row
An Indian court earlier yesterday over-

turned a government ban on Nestle’s hugely
popular Maggi noodles, which the company
had always insisted were safe. While tests in

some Indian states found lead in the prod-
ucts exceeding approved levels, the court in
Mumbai called the ban arbitrary, and said
the noodles could go back on sale once a
further round of tests was completed. Maggi
had held 80 percent of the noodle market in
the world’s second most populous nation
before the ban, with some experts valuing
the brand at $2.4 billion. 

The company said the impact of the fra-
cas with Indian food regulators would con-
tinue to affect the company’s income in the
second half of the year.  “In India, our with-
drawal of Maggi noodles resulted in negative
organic growth which will continue into the
second half,” the company statement said.
“We are engaging fully with the authorities
as we work to relaunch the product,” it
added, without making specific comment on
the latest legal developments. Although
profits were slightly below analysts expecta-
tions, organic growth which ignores currency
fluctuation and is considered a benchmark of
the company’s performance-came in slightly
higher than expected.  Nestle shares were up
3.3 percent in late-morning trading yester-
day at 74.6 francs, with the rise likely helped
by the Indian court victory. 

The main Swiss SMI index was up 1.9 per-
cent. Bulcke said that despite the turmoil in
India and strong franc, Nestle was prepared
to confirm the full year outlook of five per-
cent growth.  A relaunched line of frozen
meals in the US was showing “promising”
early signs, the company said.   The hugely
successful Nespresso brand also continued
to grow, including through 20 new bou-
tiques launched around the world and a new
dedicated Nespresso cafe in the Austrian
capital Vienna.  — AFP 

BEIJING: China’s Lenovo Group Ltd will lay
off 10 percent of white-collar staff after sales
of Motorola handsets fell by a third, raising
doubts over the personal computer giant’s
bet that a money-losing brand it bought for
nearly $3 billion will help it become a global
smartphone leader. Shares in the world’s
biggest maker of PCs slid nearly 9 percent
yesterday after it said its quarterly net profit
was halved as its mobile division lost nearly
$300 million. Lenovo, which uses the US dol-
lar in operations rather than the recently
devalued Chinese yuan, said it plans to cut
about 3,200 non-manufacturing jobs with a
one-time cost of $600 million.

Beijing-based Lenovo said the restructur-
ing would yield savings of about $1.35 billion
on an annual basis. But the difficulty in sell-
ing handsets, combined with a continuously
shrinking global market for PCs, meant the
firm was facing its “toughest market environ-
ment in recent years”, Chief Executive Yang
Yuanqing warned. “I still believe mobile is a
new business  we must  win,”  Yang told
Reuters in an interview, saying Lenovo’s
ambition to rival Apple Inc and Samsung
Electronics  Co in  smartphones remains
undimmed. 

“I still believe this acquisition (Motorola)
was the right decision...Except Apple and
Samsung there is no third strong (global)
player .  I  bel ieve that  wi l l  be Lenovo.”
Motorola, bought from Google Inc last year
for $2.91 billion, shipped 5.9 million hand-
sets in the quarter, a 31 percent decline from
a year earlier. Yang cited poor sales in Brazil
and China, saying Lenovo would prioritize
marketing smartphones outside its home
turf, where market saturation and price wars
have hobbled f i rms f rom Samsung
Electronics to domestic startup Xiaomi Inc.

At 0600 GMT, Lenovo shares were down
8.7 percent, hitting their lowest level since
late February 2014. “The market was worried
about a slowdown at Motorola and the China
market share decline, and then they reported
the investors’ worst fears,” said Nomura ana-
lyst Leping Huang. He said the stock drop
could have been worse: “It’s quite positive
they can move so quickly to announce cost
reductions and inventory writeoffs.”

For the quarter, revenue rose 3 percent to
$10.7 billion, but missed analyst expecta-
tions for $11.29 billion, according to analysts
polled by Thomson Reuters SmartEstimates.
Net profit plummeted 51 percent to $105
million, but analysts had estimated it would
fall 59 percent. Looking ahead, executives
downplayed the ef fect  of  China’s  yuan
depreciation, saying the company was well
hedged and its  gross margins would be
largely unaffected. Yuan depreciation has
“no significant implication to our cost of bor-
rowing,” said Chief Financial Officer Wong
Waiming. —Reuters
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