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Indian business dreads 
lifting of Iran sanctions
Exporters face renewed competition for Iran market

NEW DELHI: Indian businessman Pankaj
Bansal is losing sleep. He says that any
nuclear deal under which global powers lift
sanctions against Iran could wipe him out.

“I have been forced to take sleeping pills
now to avoid nightmares as my business
with Iran has drastically come down,” said
Bansal, 43, from his base in a teeming com-
mercial district of South Delhi.

Bansal’s trading firm, TMA International,
has expanded from metals into motors,
auto parts and chemicals as rivals were shut
out of Iran by Western sanctions aimed at
forcing Tehran into a nuclear compromise.
Talks to finalise a deal have run deep into
overtime but may wrap up today.

He is one of thousands of exporters who
enjoyed a three-year run because India did
not back the sanctions. In that time, India’s
exports to Iran doubled to $5 billion, help-
ing to halve its bilateral trade deficit. Now,
they could be forced aside by European and
US competitors just as Asia’s third-largest
economy reels from a 20 percent export
slump prompted by a global slowdown in
trade.

The revival of India’s historic friendship
with Iran, shared with Russia and Venezuela,
does hold the promise of long-term trade
gains. Yet short-term pain looms for oil buy-
ers and banks that benefited from sanc-
tions-related payment delays.

Helping hand
A delegation of Indian exporters met

Finance Minister Arun Jaitley last week to
lobby for support to help them cope with a
revival of competition for the Iranian mar-
ket. They came away empty handed. “The
lifting of Western sanctions on Iran would

have an adverse impact, particularly on
non-agricultural commodities,” said S.C.
Ralhan, president of the Federation of
Indian Export Organisations (FIEO).

Yet millions of farmers too would face a
hit from the easing of sanctions on Iran, a
buyer of basmati rice, soymeal, sugar, barley
and meat. Under sanctions, Iran paid a pre-
mium of up to 20 percent over global prices
to buy from India.

“Iran is shifting to other suppliers like
South American countries. They are supply-
ing at much lower prices compared to India.
We cannot compete,” said B.V. Mehta, exec-
utive director at the Solvent Extractors’
Association of India.

Europe’s edge
Indian exporters say firms from

Germany, Italy and France that once domi-
nated in Iran will be back selling consumer
products ranging from clothing to cars, and
pitching for big-ticket contracts like the
delayed Tehran metro.

“Traditionally, Iranians have a liking for
European products. With the weakening of
the euro, it will not be easy for us to com-
pete,” said Rafeeq Ahmed, a Chennai-based
exporter who used to head the Indian
export federation.

India’s oil ministry fears that Iran could
award the right to develop the giant Farzad
B gas field to Europeans who can deploy the
latest technology and commit billions of
dollars to modernising the OPEC member
state’s oil-and-gas infrastructure. “So far
they have not said ‘no’ to granting develop-
ment rights of Farzad B field to ONGC,” said
an oil ministry official, referring to state-con-
trolled Oil and Natural Gas Corp . “But there

is no ‘yes’ also.” Refiners in India, the world’s
No.4 oil consumer and Iran’s top client after
China, want Iran to sweeten terms on crude
deals to boost imports, which fell by 23 per-
cent over January-June.

With the fall in crude oil prices and
decline in volumes, total imports from Iran
have fallen from a record $13.8 billion in
2011/12 to $9 billion in 2014/15. Exports
peaked at $5 billion in 2013/14 before
falling back last year. Oil buyers have been
ordered to raise $6.5 billion in hard currency
to settle oil dues that they have been
unable to pay due to the sanctions. State-
controlled UCO Bank holds $2.8 billion in
Iranian oil money, interest free, that would
be unlocked by the lifting of sanctions, forc-
ing up funding costs.

Strategic ties
Trade ministry officials say that the eco-

nomic boost to Iran from the lifting of sanc-
tions could offer opportunities for Indian
pharmaceutical, IT and commodity firms. In
May, for example, the two countries signed
a deal to develop the Iranian port of
Chabahar, on the Gulf of Oman, that would
open up a new trade route to Central Asia.
“We may lose some engineering exports,
but new opportunities could come up for
products currently covered under sanc-
tions,” said an official. Some officials favour
extending soft loans to exporters and lob-
bying for infrastructure deals.

That will be no substitute for beating
the competition, said Rumel Dahiya, head
of the Institute for Defence studies and
Analyses in New Delhi: “Nobody can hope
for a business deal on concessional terms,”
he said. — Reuters

BoE keeps rates steady, eyes
wages and global risks

LONDON: The Bank of England kept interest rates at a record low
once again yesterday, as its policymakers grappled with how to
balance improving wage growth in Britain against more ominous
signals from the global economy. The BoE’s Monetary Policy
Committee, as expected, left its Bank Rate at 0.5 percent, where it
has been since the depths of the financial crisis more than six
years ago, and made no statement.

The outlook for BoE interest rates hinges to a large extent on
how rapidly British wage growth picks up, which was a key focus
of a government budget presented by finance minister George
Osborne on Wednesday. Osborne announced a new national
minimum wage for those aged 25 and over, which some econo-
mists said could boost the chances of an interest rate hike in the
coming months.

“The ... introduction of a ‘living wage’ may well-given the tight
labour market-lift pay growth, especially at the bottom end of the
pay scale,” said Michael Saunders, chief UK economist at Citi.

“This prospect probably makes it more likely that the MPC will
hike rates in the next few quarters, unless external factors, for
example Greece, threaten to derail the UK recovery.”

The past month has seen a renewed divergence in comments
from MPC members about the risks to the outlook for British
inflation, which turned positive again in May after dipping below
zero for the first time in 55 years. Martin Weale suggested he
would soon vote to increase interest rates-as he did through the
second half of 2014 — because of the swift improvement in
wages. These grew at their fastest pace in nearly four years in the
three months to April.

His MPC colleagues Kristin Forbes and Deputy Governor Jon
Cunliffe have also noted the significance of an improving labour
market. But Andy Haldane, the BoE’s chief economist, cautioned
against an early rate, saying such a move could be “self-defeat-
ing” as Britain and other major economies struggle to overcome
the lasting scars from global recession.

BoE Governor Mark Carney said last week Greece’s debt crisis
was the biggest looming threat to financial stability in Britain,
while a slowdown in No.2 economy China also threatens to derail
global economic growth. The domestic outlook for Britain’s econ-
omy looks strong for the time being, however. Business surveys
this week pointed to solid economic growth, albeit reliant on
consumer spending and the country’s vast services sector rather
than manufacturing and exports. The longer term outlook for the
economy depends on dire British productivity growth improving.
Osborne will publish a plan for productivity today.—Reuters

Many consumers worry
about safety of financial

info: Survey
NEW YORK: While the safety of their private financial information is a
big deal for a lot of people, when it comes to protecting it, many are
actually pretty lax, a new survey says. According to the phone survey
commissioned by MasterCard, 77 percent of the 1,000 people polled
say they’re worried about their financial information being compro-
mised. And the same percentage of people polled say they’re worried
about their Social Security number staying private.

Those concerns ranked higher than worries about being a victim
of other kinds of crime.  Sixty-two percent of those polled say they’re
worried about having their email hacked, while 59 percent say they
fret about their home being broken into. And if they had to make a
choice, 55 percent of those polled say they would rather have naked
photos of themselves leaked online than have their financial informa-
tion stolen.

But at the same time, a little less than half of those polled admit-
ted to practices that would be considered bad password hygiene.
Forty-six percent of those surveyed say they rarely or never change
the passwords for their financial accounts, while 44 percent say they
use the same password for multiple accounts. In addition, 39 percent
say they use public networks to access their financial information,
according to the poll, which was conducted between May 8 and May
12. Experts say habits like those make people easy targets for hackers.
The longer a password hangs around, the more likely it will be
guessed or stolen. Meanwhile, using the same password for multiple
accounts could result in more than one account being compromised
if the password becomes known. And accessing financial information
through public networks, such as a coffee shop’s Wi-Fi, could expose
the information to nefarious people using the same network.

On the upside, 77 percent of those surveyed say they’re optimistic
that new payment technologies are having a positive effect on their
personal security and 77 percent also believe that there are more
secure ways to pay today than ever before. —AP

SEOUL: South Korea’s central bank cut its
economic growth forecast yesterday, citing
a severe drought and the spread of Middle
East respiratory syndrome. Bank of Korea
governor Lee Ju-yeol said that South
Korea’s economy will likely expand 2.8
percent this year, down from 3.1 percent
forecast in April. The central bank kept its
key interest rate at a record low of 1.5 per-
cent, following a quarter of a percentage
rate cut last month. The central bank’s
forecast cut follows a similar move by the
finance ministry last month. The ministry
blamed the MERS outbreak for sapping
consumption and tourism. It pledged to
spend 12 trillion won ($10.6 billion) in a
stimulus package to aid growth for the rest
of this year. Lee said the stimulus package
will contribute 0.3 percentage point to
annual growth.

Hundreds of thousands of foreign visi-
tors from China cancelled visits to South
Korea after the outbreak of the disease in
May. The ministry said the number of for-
eign visitors plunged 40 percent during
the first four weeks in June, compared with
a year earlier. Chinese tourists are a lifeline
for many businesses in the country’s cos-
metics, hotel, transport and restaurant
industries. Lee said a recovery in the cur-
rent quarter depends on whether foreign
tourism bounces back from the MERS out-
break. Meanwhile domestic consumption

is expected to recover as MERS is con-
tained, he said.

Following the central bank’s announce-
ment, South Korea’s finance ministry said it
would step up promotional and advertis-
ing activities to bring more foreign tourists
to the country. Finance Minister Choi
Kyung-hwan urged South Koreans to pick
a domestic destination for their summer

vacation to help the tourism industry.
MERS killed 35 people and infected 151

others, making South Korea the second-
largest outbreak after Saudi Arabia. Most of
the South Koreans infected were patients
at hospitals treating people with MERS,
their relatives or hospital workers. South
Korea hasn’t had a confirmed new case of
MERS since Sunday. —AP

S Korea CB cuts growth forecast

SEOUL: A person (left) wearing a dog mask advertises an animal café to pedes-
trians passing by, in a shopping district in Seoul yesterday. —AFP


