
LONDON: Iran is set to re-engage with the
banking world within weeks as international
lenders link up with their Iranian counterparts
using global transaction network SWIFT, Iran’s
Middle East Bank and a senior central bank offi-
cial told Reuters on Friday.

A nuclear deal between world powers and
Iran led to the removal of the curbs on Tehran’s
banking, insurance and shipping sectors last
weekend, as well as restrictions on oil exports.

But for Iran to resume business with the
global banking world - for the first time since
2012 - its banks need to be linked to overseas
lenders on SWIFT. The system, the Society for
the Worldwide Interbank Financial
Telecommunications, is used to transmit pay-
ments and letters of credit.

“We have sent almost 40 SWIFTs to different
banks around the world and we have request-
ed that now that the sanctions are lifted, we
would like to exchange documents and
whether they will consider a correspondent
banking relationship,” said Parviz Aghili, chief
executive and managing director of Tehran-
based Middle East Bank. “Some of them have
come back and have asked for various ques-
tions, for documents they need.” “My feeling is
it is going to take a couple of weeks or so
before we start to see proper re-engagement.
It will be slowly, slowly,” he said in an interview.

Aghili said other Iranian banks were in the
same situation regarding SWIFT as his compa-
ny, which is listed on the Tehran Stock
Exchange and has total assets of around $1 bil-

lion.
A senior official with Iran’s central bank also

told Reuters the transaction links would soon
be restored. “Really, it is a matter of just a few
weeks, less than a month. Because all of our
banks, whether private or state-owned banks,
have taken the necessary bureaucratic steps,
regarding rejoining the SWIFT system,” the offi-
cial said on Friday.

SWIFT did not respond to a request for com-
ment on the status of communication between
Iranian and international banks on its system.

Aghili added: “SWIFT has been turned on - it
has always been on. The main issue has been
we did not have proper correspondent bank-
ing relationships with so many banks around
the world and because of sanctions, our SWIFTs
remained unanswered.”

Middle East Bank, which is smaller than
state-owned players such as Bank Melli, Bank
Mellat and Bank Saderat, is owned by investors
including small and medium-sized Iranian
firms.

‘IRAN VERY ATTRACTIVE’
While international banks are expected to

link up with their Iranian counterparts via
SWIFT, Iran will also be looking to encourage
foreign institutions to expand involvement in
the country’s financial system. But for many for-
eign banks, there are concerns about being
caught up in ongoing US sanctions.

Many international sanctions relating to
Iran’s nuclear program were lifted but most

involving US measures remain in place. Non-US
banks may trade with Iran without fear of pun-
ishment in the United States but US banks may
not do so, directly or indirectly.

Washington’s sanctions prevent US nation-
als, banks and insurers from trading with Iran
and also prohibit any trades with Iran in US dol-
lars from being processed via the US financial
system. This is a significant complication given
the dollar’s role as the world’s main business
currency.

European banks are also cautious - with
some, including Deutsche Bank, remembering
past fines from US regulators for breaking sanc-
tions, though Commerzbank has said it is
reviewing its policy of not doing business in
Iran.

The Iranian central bank official said banks
from European countries including Germany,
France, Britain and Italy, had been in talks to
open branches after the lifting of sanctions.

“God willing, soon we will witness that too.
Iran is a very attractive market for business and
they know that,” the official said. By contrast,
Aghili said he expected bigger banks to wait at
least six to 12 months before they would look
at doing serious business in the country.

“The smaller banks who do not have that
involvement in the US market will be prepared
to work with Iranian banks,” Aghili said. “But
even these smaller banks expect proper anti-
money laundering checks and they have to
check it and they will also require counter-par-
ties to check it.” — Reuters
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DAVOS: (From L) Journalist Martin Wolf, International Monetary Fund (IMF) Managing Director Christine Lagarde, British Finance Minister George Osborne, Indian Finance Minister Arun Jaitley, Governor of the Bank
of Japan Haruhiko Kuroda and Ivory Coast-born French Credit Suisse CEO Tidjane Thiam attend a session of the World Economic Forum annual meeting yesterday in Davos.  — AFP

DAVOS: IMF chief Christine Lagarde yesterday said
the slowdown in China would not bring catastro-
phe for the global economy and that the jolts hit-
ting financial markets were “very normal”.

Lagarde spoke on the last day of the World
Economic Forum in the Swiss ski resort of Davos
where news this week of decreasing growth in
China, the world’s second biggest economy,
spooked attendees from the global financial elite.
But Lagarde told a panel: “We are not seeing a hard
landing... We are seeing an evolution, a big transi-
tion which is going to be bumpy.

“We have to get used to it and it’s a very normal
and proper way to actually move towards a more
sustainable and a more quality growth we all hope,”
she said. The Chinese government announced this
week that its economy grew by 6.9 percent in 2015,
the slowest rate in a quarter century.

Worries of a weak Chinese economy had
already sown fears across global markets with
share prices plummeting since January 1, also
affected by low oil prices as a supply glut destabi-
lizes fragile energy-producing countries. “What on
earth is going on is simply the worst start of any
year on the record on financial markets ever, it’s
simple,” said French banker Tidjane Thiam, the CEO
of Credit Suisse.

“The market is very worried about China of

course. They fear we will fall into a global recession,”
he said. British finance minister George Osborne,
who also faced questions about Britain potentially
voting to leave the European Union, said China had
overshadowed proceedings at Davos.

“The world has not been very good over previ-
ous centuries at accommodating rising powers and
it has often led to unhappy outcomes,” Osborne
said bleakly. “I think it is massively in our interest
that we bring China into the multilateral institu-
tions of the world,” he said.

Currency jitters
Financial markets need more clarity on how

Chinese authorities are managing their currency,
particularly the relationship of the yuan to the US
dollar,  Lagarde said. Sharp swings in the yuan have
contributed, along with a dramatic fall in the price
of oil, to global market volatility since the begin-
ning of 2016.

Bank of Japan Governor Haruhiko Kuroda,
speaking on the same panel at the WEF in Davos,
said he believed China should use capital controls
to stabilize its currency while keeping domestic
monetary policy loose.

Asked whether she would back capital controls
by China for a period, Lagarde avoided a direct
reply but said: “Certainly a massive use of reserves

would not be a particularly good idea ... Some of it
was already used.”

She said that the market needed “clarity and
certainty” about China’s exchange rate basket “in
particular with reference to the dollar, which has
always been the reference”.

“That would be the right move to make,” she
added. Kuroda said China was right to keep mone-
tary policy accommodative to help cushion the
country’s transition from a export-led industrial
economy to a demand-driven consumer economy
without excessive depreciation of the yuan.

“This is my personal view and may not be
shared by Chinese authorities, but in this kind of
contradictory situation, capital control could be
useful to manage exchange rate as well as domes-
tic monetary policy in a consistent, appropriate
way.” 

He said Beijing was struggling to avoid either an
excessive depreciation or an excessive appreciation
of its currency. Chinese economic data signalling
slowing growth in the world’s second-largest econ-
omy have sent investors into a panic globally in the
first three weeks of 2016, with oil prices also plung-
ing as a result of oversupply in the market.

Credit Suisse CEO Tidjane Thiam told the Davos
panel that many people in the markets did not nec-
essarily believe China’s official growth figure of 6.9

percent for 2015 and feared the Chinese economy
was facing a “hard landing”. “We believe China will
have a soft landing, not a hard landing. A lot in peo-
ple in the market believe demand in China is
decreasing. We don’t agree,” he said.

Part of the market slide was due to a massive
distressed sales of assets by sovereign wealth funds
and asset managers prompted by falling oil prices,
Thiam added.

Both Lagarde and Kuroda suggested investors
could trust China’s official growth data.

The Chinese central bank has been generous
with liquidity, pumping a net 315 billion yuan ($48
billion) into the banking system ahead of the Lunar
New Year holiday in early February.

It was the biggest weekly injection since
January 2014 and analysts suspected it was larger
than that warranted to avoid any hint of a cash
crunch during the long holiday.

According to sources, Zhang Xiaohui, an assis-
tant governor of the central bank, said it would not
rush to cut the amount of cash banks must hold in
reserves, as doing so could send a strong signal on
policy easing. Yi Gang, a vice governor of the cen-
tral bank, also said it would keep the yuan basically
stable against a basket of currencies.

Italian Economy Minister Pier Carlo Padoan told
Reuters the IMF board’s decision to include China’s

yuan in the basket of major currencies used to cal-
culate the Special Drawing Right in which the Fund
lends to members was “an additional positive con-
straint” on China’s management of its currency.
Lagarde herself was also an issue at Davos, as she
quietly campaigned to win backing for a second
mandate as IMF managing director. With her term
coming to an end in July, the IMF formally began
accepting nominations on Thursday for who will
guide the global crisis lender for the next five years. 

The biggest powers governing the Washington-
based Fund, including Britain Germany and France,
all gave their support to Lagarde this week. 

In her first term, she was deeply involved in the
decision to add the Chinese yuan to the IMF’s bas-
ket of reserve currencies, a highly symbolic move
appreciated by Beijing.

Her plans to run again nonetheless face a
potential hurdle: she could stand trial in France
over her role in a banking scandal that predates her
arrival at the IMF.  In December, judges placed her
under formal investigation in the long-running
affair of former Adidas boss Bernard Tapie, who
received a large state payout for his dispute with a
state bank during her time as finance minister.
Lagarde has said she will fight the trial order, and
the IMF executive board at the time reiterated its
confidence in her. — Agencies
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DUBAI: Iran and China agreed to
expand bilateral ties and increase
trade to $600 billion in the next 10
years, President Hassan Rouhani
said yesterday during a visit to
Tehran by Chinese President Xi
Jinping.

Xi is the second leader of a UN
Security Council member to visit
Tehran after the nuclear deal Iran
struck with world powers last year.
Russian President Vladimir Putin
visited Tehran in November.

Iran emerged from years of
economic isolation this month
when the United Nations’ nuclear
watchdog ruled it had curbed its
nuclear program, clearing the way
for the lifting of UN, US, and
European Union sanctions.

“Iran and China have agreed to
increase trade to $600 billion in the
next 10 years,” Rouhani said at a
news conference with Xi broadcast
live on state television.

“Iran and China have agreed on
forming strategic relations (as)
reflected in a 25-year comprehen-
sive document,” he said. Iran and
China signed 17 accords yesterday,
including on cooperation in
nuclear energy and a revival of the
ancient Silk Road trade route,
known in China as One Belt, One
Road.

“China is still heavily dependent
on Iran for its energy imports and
Russia needs Iran in terms of its
new security architecture vision for
the Middle East,” said Ellie
Geranmayeh, policy fellow at the
European Council on Foreign
Relations.

“Iran plays quite an integral role
for both China and Russia’s inter-
ests within the region, much more
than it does for the Europeans,”
Geranmayeh said.

NEW MARKETS
Xi was quoted as saying by

China’s Xinhua news agency: “The
China-Iran friendship ... has stood
the test of the vicissitudes of the
international landscape.”

The Chinese state-backed
Global Times newspaper said in an
editorial on Saturday that China
hoped to improve ties with Iran as
part of its sweeping plan to rebuild
trade links with Europe and Asia
and carve out new markets for its
goods. “China is of course consider-
ing its self interest in strengthening
cooperation with Iran, especially at
a time when China is in the midst
of expending efforts to push for-
ward the One Belt, One Road initia-
tive, Iran is an important fulcrum,”
the paper said.

Rouhani said the countries had
also agreed to cooperate on “ter-
rorism and extremism in Iraq, Syria,
Afghanistan and Yemen”. China sig-
nalled its support for Yemen’s gov-
ernment, which is fighting an Iran-
allied militia, during Xi’s visit to
Saudi Arabia, Iran’s rival for influ-
ence in the region, this week.

Iran has called on China to join
the fight against the Islamic State
militant group and play a more
active role in the region. Tehran is
widely credited with convincing
Russia to start its military interven-
tion in Syria and join the fight
against Islamic State.

“Although China and Russia
backed UN sanctions against Iran
on its nuclear program, they were
also heavily pushing for special
waivers to continue trading with
Iran,” Geranmayeh said.

“Iran had a relationship both
politically and economically with
China and Russia for the last ten
years in ways that it hasn’t had
with Europe. So it’s quite natural to
see it opening up first to these
countries.”

The Chinese president was to
meet Iran’s most powerful figure,
Supreme Leader Ayatollah Ali
Khamenei, later in the day. —
Reuters
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