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ATHENS: A taxi driver holding a trade union’s flag walks along parked taxicabs outside the labor ministry in Athens yes-
terday, during a protest against a controversial social security and pension reform that is part of the country’s tough
economic bailout. —AFP

Iran oil output on track 
to rise by 500,000 bpd

First cargoes with extra crude sold to Europe 
DUBAI/LONDON: Iran is on track to raise
oil production by 500,000 barrels per day
after the lifting of sanctions this month
and has already sold 6 supertankers with
additional crude to buyers in Europe and
Asia, a Iranian oil source said.

The source, familiar with export opera-
tions, said three supertankers with addi-
tional volumes of crude have been sold to
buyers in Europe and three to Asian cus-
tomers for delivery in February.

Trading sources said Litasco, the trad-
ing arm of Russia’s Lukoil, looked set to
become the first buyer in Europe since the
lifting of sanctions. The Swiss trader will
deliver one million barrels of Iranian Light
grade to Lukoil ’s Petrotel refinery in
Romania, loading at Iran’s Kharg Island ter-
minal on February 5.

“Iran raised its crude oil production by
at least 500,000 bpd and the market will
see it in the next few days,” said the
Iranian source, who is familiar with export
operations. “(There are) three contracts
finalised with European customers... Iran is
also talking with its traditional customers
in Asia, especially India.”

Iran has promised to begin regaining
market share lost during years of curtailed
output after European sanctions on its oil
industry were lifted this month. Tehran
has said it would boost output immediate-
ly by 500,000 bpd and by another 500,000
bpd within a year, ultimately reaching pre-
sanction production levels of 4 million bpd
seen in 2010-2011.

The source said that by the end of
March or start of April Iran will also intro-
duce a new heavy crude blend, West
Karun, to win back more customers. “We
have been in the market for a long time...
We think we are ready to be as good as

before,” the source said.
Iran is expected to add barrels in an

already oversupplied market where its
rivals Saudi Arabia and Iraq have consis-
tently raised production, helping create
one of the biggest gluts in history and
contributing to a price plunge to 12-year
lows.

But OPEC officials have said the mar-
kets have begun to rebalance as invest-
ment is being curtailed due to low oil
prices. The market can therefore absorb
additional Iranian volumes without suffer-
ing much extra pain, OPEC officials have
said. European refiners bought as much as
800,000 bpd from Iran before the sanc-

tions and have in the past few years
replaced those volumes with oil from Iraq,
Saudi Arabia and Russia.

Iran has said it is willing to win its cus-
tomers back quickly and has already
agreed to resume sales to Greek Hellenic
Petroleum and France’s Total. But the first
shipments have been complicated by a
lack of clarity on ship insurance, dollar
clearance and European banks’ letters of
credit. “It’s just a matter of price. If the
price is good, we’ll  buy it,” Marco
Schiavetti, director of supply and trading
with Italy’s Saras said of Iranian oil this
week. “Obviously we will talk to them
soon, and we will consider.” — Reuters

BAGHDAD: Iraq has signed a $328 million deal with US com-
pany General Electric that will boost power output during
peak summer months, officials said yesterday, although it falls
far short of the country’s needs. The deal will make only a
small dent in the country’s major summer production short-
fall, which leaves Iraqis with just a few hours of government-
provided power a day while temperatures can hit 50 degrees
Celsius (120 Fahrenheit).

Electricity ministry spokesman Musaab Al-Mudarris told
AFP that the deal, which involves maintenance and improve-
ments on more than 10 power stations in multiple provinces,
would add between 700 and 1,000 megawatts to production
capacity. The US embassy in Baghdad said he deal was “val-
ued at more than $328 million”, and that it “will sustain and
increase Iraq’s power generation by at least 700 megawatts
for the peak summer period”.

But Electricity Minister Qassem Al-Fahdawi told parliament
last year that the summer production shortfall was over 7,500
megawatts, meaning the projected increase under the GE
deal is still dwarfed by the scale of the problem.

Fahdawi also said that production is only part of the prob-
lem, as Baghdad’s grid has a maximum capacity of 3,500
megawatts irrespective of how much is produced. Anger over
poor services and widespread corruption sparked weeks of
protests in Baghdad and other areas last year, pushing Prime
Minister Haider Al-Abadi to announce a reform program. But
little in the way of significant change, either in terms of cor-
ruption or services, has taken place so far. —AFP

Iraq inks $328m
deal with GE to

boost power 

NEW YORK: The oil price crash is mostly a godsend for the
United States, delivering American consumers and businesses
cheaper gasoline prices while hobbling the economies of
adversaries like Russia. But analysts say that the longer the oil
price stays so low, the greater the chances it will generate
new geopolitical problems that Washington would not like to
see. Even if the 70 percent plunge in crude prices has battered
the homegrown US oil industry, overall its economy benefits:
it remains a net importer of oil and as the price of crude falls,
the country’s trade imbalance improves. “There’s no question
that low oil prices are very good for the US. Painful for some
people obviously, but for the US economy and US consumers
a very good thing,” said Bruce Everett, a former ExxonMobil
official and professor at Tufts University.

There are apparent strategic benefits of cheap oil, too.
Countries like Russia, Venezuela and Iran, with which
Washington shares chilly relations, are overly dependent on
oil exports and their economies have been heavily battered
by the downturn.

“If you don’t care especially about the (other) oil producers,
it’s a plus,” said George Perry of Brookings Institution.  But the
flip side is that strains from a loss of oil income can trigger
destabilizing behavior as well. 

Energy specialist Jan Kalicki of the Wilson Center posed the
question of whether Russia would be less or more trouble-
some on the world scene if the economic climate worsens.

“The pressure is on Russia from oil prices and their general
economic decline,” Kalicki said. “You could make an argument
that the Russians have been influenced to some extent by
that in taking stronger steps internationally... in Ukraine or in
Syria for example. That, he said, serves to “take domestic
attention away from the economic problems that it is facing.”

Convergence of interests 
For Iran, the price fall comes as the country is being permit-

ted to resume a high-level of oil exports with the lifting of
international nuclear sanctions on the country.  The net effect,
income-wise, is little significant immediate gain for the coun-
try, according to Anthony Cordesman, a Middle East and secu-
rity expert at the Center for Strategic and International Studies
in Washington.

Even at a price of $40 a barrel-some 15 percent higher than
now-the resumption of oil exports won’t have a big economic
effect for the country of 84 million people.—AFP

Oil crash has
economic benefits but

geopolitical risks for US

MOSCOW: Russia’s central bank yester-
day warned of possible interest rate
hikes ahead if inflation risks rise, as it
held its key rate at 11 percent after a
fresh oil price drop.

“On the backdrop of yet another oil
price slump, monthly consumer price
growth rates stabilised at a high level,
with a higher risk of accelerated infla-
tion,” the bank said in a statement after
its latest board meeting, warning that
“should inflation risks amplify, the Bank
of Russia cannot rule out a tightening of
its monetary policy.”

Authorities have been struggling to
revive Russia’s recession-hit economy
battered by Western sanctions over
Ukraine and low oil  prices-and the
ruble’s recent woes on the back of a
fresh slump for oil have hampered their

efforts still further.  
The Bank of Russia has been juggling

inflation fears against demands from
business to cut rates after a mammoth
hike to prop up the ruble in December
2014. “The recent weakening of the
ruble is putting pro-inflationary pressure
and causes inflation expectations to
grow, despite a slowdown in annual
inflation,” the bank said, predicting that
inflation this month would drop to 10
percent, down from 12.9 percent in
December. 

In its statement the bank said that it
estimated annual inflation would drop
to under seven percent by January 2017
and reach its target of 4 percent by the
end of next year.Russia’s GDP dropped
by an estimated 3.7 percent in 2015 and
looks set to shrink again this year.—AFP

Russian CB warns of future
hikes as it holds key  rate


