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Green light for Iran's oil exports – will the oil price keep falling? 
 
Six months after the signing of the atomic deal, Iran has 
taken an important hurdle. At the weekend, the Interna-
tional Atomic Energy Agency (IAEA) confirmed that Iran 
had implemented the necessary steps towards disman-
tling its atomic programme. As a result, Iran is a player 
on the oil market once again. So will the oil price con-
tinue falling? 
 
The IAEA's confirmation was the precondition for the 
international sanctions on Iran being lifted. Switzerland's 
embargo has also been removed in line with the UN and 
EU decisions. Although not all the sanctions have been 
lifted, trade restrictions on Iran will be much lighter in 
future. These include sanctions by the West on firms that 
buy Iranian oil.  
 
Growing competition in the oil sector 
Iran's intention of clawing back its market share comes 
at a difficult time for oil producers. For some months 
now, the oil market has been beset by a worldwide glut. 
The price per barrel of crude has plummeted from over 
100 US dollars in mid-2014 to less than 30 dollars 
today. At the same time, producer countries like Russia, 
the USA and Brazil have maintained their output at high 
levels. Moreover, the Organization of the Petroleum 
Exporting Countries (OPEC) is not showing any willing-
ness to reduce production in order to shore up the price. 
Rivalry between the two OPEC members Saudi-Arabia 
and Iran probably plays a role here. There is little pro-
spect of any support from OPEC over the coming months 
either. 
 
Isolation has left its mark 
For a decade now, Iran's economy has had to contend 
with being isolated from the international community. 
The country's financial sector, as well as energy and 
trade, have been particularly hard hit by the economic 
sanctions. The UN, USA and European Union had tight-
ened up their sanctions even further in recent years – 
with the desired effects. When the EU prohibited imports 
of Iranian oil and gas in 2012, revenues from these 
sources decreased sharply yet again. Domestic oil pro-
duction fell from its 2012 level to a daily volume of 2.7 
million barrels.   
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Iran returns to the oil market 
Now that the trade embargo has been lifted, Iran can 
start placing more of its oil on the world market. Even 
before the easing, Teheran was stressing that it wanted 
to resume its oil exports as quickly as possible. It has 
ambitious plans for ramping up production: by the end 
of the year, the government would like to raise output by 
a million barrels a day. It remains to be seen how quick-
ly it achieves this and how much additional oil actually 
reaches the market. What is clear, however, is the need 
for Iran's energy industry to modernize. This will require 
investments running into the billions. If Iran wants to put 
its oil production on a firm footing for the longer term, it 
will need foreign capital and foreign expertise. Econom-
ic and political developments within Iran are key to 
determining the speed at which these resources become 
available. 
 
Downside factors are dominant 
As Iran had already been expected to return to the inter-
national markets, the prospect of additional Iranian oil 
does not come as a surprise. However, this newsflow is 
just one of a number of price-depressing factors that 
investors are currently watching. Given the oversupply of 
oil to the market and the high level of inventories, oil 
prices can be expected to remain low and volatile for 
the time being. In the short term, the oil market offers a 
veritable playground for speculative investors.  
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