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IEA braces for 
another year of 
cheap oil

Sikorsky to 
explore 
helicopter 
production in 
Saudi Arabia

Iran eyes Brazil 
deal for taxis, 
Embraer jets

Oil prices will remain low at least 
until 2017, the International Energy 
Agency (IEA) warned, saying any 
recovery will be slow as massive oil 
stocks feed into the market.

“We must say that today’s oil mar-
ket conditions do not suggest that 
prices can recover sharply in the im-
mediate future — unless, of course, 
there is a major geopolitical event,” 
the IEA said in a report looking five 
years ahead.

“Only in 2017 will we finally see 
oil supply and demand aligned but 
the enormous stocks being accumu-
lated will act as a dampener on the 
pace of recovery in oil prices when 
the market, having balanced, then 
starts to draw down those stocks,” 
it said.

A year ago, analysts predicted that 
oil oversupply would end by late 
2015, “but that view has proved very 
wide of the mark”, it admitted.
(Agence France-Presse)

Saudi Arabia’s Taqnia Aeronautics 
and Sikorsky, owned by US compa-
ny Lockheed Martin, have agreed to 
look at producing Black Hawk heli-
copters in the kingdom, Sikorsky 
said.

Riyadh has said it wants to diver-
sify its economy, create skilled jobs 
and boost the private sector, includ-
ing raising participation in the de-
fence industry. Lockheed is rapidly 
expanding its international sales 
and wants to strengthen its pres-
ence in key markets such as Saudi 
Arabia.

“The new agreement outlines the 
investment, technology and skills 
needed to establish production jobs 
for Saudi citizens, and could lead to 
direct involvement in the assembly 
of Sikorsky S-70 Black Hawk heli-
copters in the kingdom,” Sikorsky 
said. Black Hawk helicopters are 
operated by the kingdom’s Defence 
Ministry, National Guard and Inte-
rior Ministry, Sikorsky said. It has 
also supplied Saudi Arabia with S-92 
commercial heavy lift helicopters 
and Seahawk helicopters.
(Reuters)

Iran is interested in buying 50 air-
liners from Brazilian manufacturer 
Embraer SA, a presidential aide in 
Brazil with knowledge of the nego-
tiations said.

Negotiations for the jets, along 
with a potential package of taxis, 
buses and trucks made by Brazil’s 
ailing auto industry, began in Octo-
ber when Brazilian Trade Minister 
Armando Monteiro led a delegation 
to Tehran.

Iran signed a deal for 118 Airbus 
jets in January and in February 
struck a deal for up to 40 turboprop 
planes from Franco-Italian producer 
ATR. Boeing Company said it re-
ceived US clearance to enter talks 
with airlines in Iran.

The oil-rich country could order 
up to 100,000 natural gas-powered 
taxis made in Brazil, along with 
buses and trucks for its ageing fleet, 
the presidential aide said, revising 
upward an initial estimate of 60,000 
taxis.
(Reuters)
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Iranian workers walk at a unit of South Pars Gas field in Asalouyeh Seaport.
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A 

n energy conference in 
Tehran in late Novem-
ber attracted compa-
nies, including oil ma-
jors Total, Statoil, BP, 

Shell and Sinopec, from 33 coun-
tries. The Iranian media reported 
that 50 energy projects were dis-
cussed. The main aim, though, 
was to outline terms for foreign 
participation in the sector. Visitors 
left with as many questions as an-
swers.

Iran has long wrestled with the 
challenge of attracting foreign in-
vestment and know-how while 
retaining strict state ownership of 
upstream activities, including re-
tention of reserves. Since 2012, the 
Iranian Oil Ministry and the state-
owned National Iranian Oil Com-
pany have been examining alterna-
tives to “buy back”, a system used 
extensively until the majors pulled 
out in 2009-11 under threat of puni-
tive US action.

The oil companies disliked “buy 
back”, which meant they funded 
development, received an agreed 
production share and then trans-
ferred operation of the field to Ira-
nian authorities after a set number 
of years.

While short on details, the Teh-

ran conference confirmed that the 
new kind of agreement — the In-
tegrated Petroleum Contract (IPC) 
and also known as the Iran Petro-
leum Contract — would give inter-
national companies incentives to 
maximise output.

Essentially, participants in joint 
venture would be paid with a share 
of output, giving them an incen-
tive, not present under “buy back”, 
to increase production and profits. 
Contracts could last up to 20 years 
rather than the usual five under 
“buy back”.

The majors remain wary. Ameri-
can companies refused invitations 
to attend the conference, mind-
ful of repeated warnings from the 
White House that sanctions have 
not yet been lifted and indeed that 
not all sanctions will go as a conse-
quence of last July’s nuclear agree-
ment.

But others, too, are cautious, 
and not just over their bottom lines 
with global oil prices at the lowest 
level for nearly seven years and 
likely to fall further. They are wary 
of potential Iranian joint-venture 
partners — including companies 
linked to the Islamic Revolution-
ary Guards Corps — and nervous 
over Iran’s insistence on access to 
advanced technology.

Iran wants to increase its oil ex-
ports in the short term from 1.2 
million barrels a day (bpd), down 
by more than 1 million bpd since 
stringent US and EU sanctions were 
introduced in 2012. Achieving fur-
ther significant increases will be far 
from easy, however.

Vienna’s Organisation of the 
Petroleum Exporting Countries 
(OPEC) meeting confirmed the 
determination of Saudi Arabia to 
keep prices down through what 

amounts to a daily oversupply of 2 
million bpd — a determination that 
flows, say many analysts, from the 
kingdom’s desire to squeeze Iran. 
“Everyone does what they want,” 
noted Iranian Oil Minister Bijan 
Namdar Zanganeh, in Vienna, in 
remarks hardly suggesting he ex-
pects a price recovery.

Tehran is also short of domestic 
private-sector capital while facing 
the need for vast investment to up-
date technology and maintain age-
ing oil fields. Hossein Zamaninia, a 
deputy oil minister, spoke in Octo-
ber of $185 billion being needed by 
2020.

Just as important as investment 
for Iran is access to the advanced 
technology held by the majors, es-
pecially to convert reserves in the 
vast South Pars field into liquefied 
natural gas (LNG), its most exporta-
ble form. While Iran holds 18.2% of 
global gas reserves, its production 
in 2014 was only 5% of world total, 
according to the BP 2015 Statistical 
Review of World Energy.

In what looked like an admis-
sion of defeat, the previous admin-
istration of president Mahmoud 
Ahmadinejad announced that gas 
from Phase 12 of South Pars would 
go into a pipeline for domestic con-

sumption, a step back from plans 
to produce LNG alongside Phases 
11, 13 and 14 in cooperation with 
Shell, Repsol YPF and Total. In 
2014, Iran consumed 170.2 billion 
of the 172.6 billion cubic metres of 
the gas it produced.

Now, more ambitious plans may 
be revived and adapted. If the LNG 
nettle can be grasped, gas may be 
more promising for Iran than oil. 
The Paris-based International En-
ergy Agency forecasts the share 
of natural gas in the world energy 
market will grow from 21% in 2010 
to 25% in 2035 (the only fossil fuel 
whose share is increasing), with 
demand for LNG increasing even 
faster.

Iran’s recent announcement that 
the German company Linde will, 
once sanctions lift, build a float-
ing LNG production facility for the 
offshore Forouzan oil rig, would 
be a small step in itself. But it gave 
Zanganeh a good opportunity to 
flag up the gas Iran could poten-
tially supply to Europe.

The bigger issue of producing 
LNG from South Pars, work from 
which Linde pulled out around 
2010, was also discussed in a recent 
visit to Tehran by Linde Chief Ex-
ecutive Officer Wolfgang Buechele.

This would be the real game 
changer. If the majors play ball, 
Iranian officials believe they can 
supply 25 billion-30 billion cubic 
metres of gas a year to Europe and 
have an overall target for gas ex-
ports, including LNG, of 80 billion 
cubic metres per year by 2021.
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