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FOREWORD

The Iran Nuclear deal remains one of the most significant diplomatic achievements of this decade.  

The agreement aims to check Iran’s nuclear ambitions while also providing a path for the country’s
reintegration into the world economy. Iran’s re-emergence into the international fold will be one of
the defining aspect of global politics of the coming years.

The prospects for that re-emergence are strong. The country boasts a strong macro-economic profile
as one the last emerging markets in the region.  It has unparalleled natural resources in oil, gas 
and minerals, and yet has also managed to develop a strongly diversified economy. To add to this,
Iran benefits from some of the best human capital in the region, with an educated middle class 
population of over 76 million, over half of whom are under the age of 30. 

Despite this positive economic backdrop, there are continuing political concerns about creeping
Iranian interference in the affairs of countries across the region, and particular anxiety about the
prospect of the conflict in Yemen being manipulated as a means to operate a proxy war against
Saudi Arabia and exploit Sunni/Shia tensions. Iran has been offered a route back into the global
community – it must not fail that test by abusing the goodwill that has been shown to it.

On the key issue of trade, there has been palpable frustration since Implementation Day on 16th
January 2016. That frustration has been expressed by both the Iranian Government and European
companies wanting to trade with the country, as US and human rights sanctions have remained 
in place, barring any dollar transactions and leaving banks with US exposure fearing any 
association with Iran. The initial enthusiasm of European companies has been dampened by the 
US State Department, which has been forced repeatedly to clarify the terms of the deal and lower 
expectations.

The UK Government, for its part, however, has been clear that it will not stand in the way of 
legitimate business activity with Iran. That commitment was underlined by the decision of UK
Export Finance – the UK’s export credit agency - to reintroduce cover for UK companies seeking 
to compete for business in Iran. Ultimately, though, private businesses and banks will make their
own decisions as they continue to weigh up the costs and benefits of entering the Iranian market,
and the inherent known and unknown risks of an emerging economy. 

Notwithstanding all these frustrations and difficulties, the long-term dividends of the re-opening of
trade with Iran cannot be underestimated. Special praise must go to Lord Lamont for his brilliant
work as UK Trade Envoy, which builds on his position as a font of knowledge within the
Conservative Party when it comes to Iran. He retains CMEC’s best wishes as he continues his efforts
to promote British interests there.

This publication will, I hope, add to the ongoing debate around Iran and provide greater context
for the background and aftermath of the Iran Nuclear Deal. 

The Rt Hon Sir Alan Duncan MP
Chairman
Conservative Middle East Council
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INTERVIEW WITH THE LORD LAMONT OF LERWICK, 
UK TRADE ENVOY TO IRAN 

The Rt Hon Lord Lamont of Lerwick is a former Chancellor of the Exchequer (1990-1993).  
As a Member of Parliament to Kingston upon Thames for over 25 years, he served as Cabinet
Minister to both Margaret Thatcher and John Major. Lord Lamont holds a keen interest in Iran,
and currently serves as the Chairman to the British Iranian Chamber of Commerce. In January
2016, he was appointed the UK's Trade Envoy to Iran.

Trade sanctions on Iran may have been lifted in January 2016, but Britain is a long way behind its
European partners according to the UK trade envoy to Iran Lord Norman Lamont. Italy, Germany
and France have shown their eager determination to enter the Iranian market with 
significant trade delegations to Tehran in 2015 and 2016.

Lord Lamont highlights that such big trade delegations, on the European continental scale, is not
in the British style. Nevertheless he tells CMEC “Britain is going to be left miles behind” if the
British Government does not do more to work with British banks to lend to businesses wishing to
enter Iran. As he clearly explains, “the banks are absolutely terrified to business with Iran as they
are worried about getting caught out by remaining American sanctions.” Despite the fact that 
the US government has tried its best to say there is not a problem, the banks do not believe it.  Lord
Lamont strongly argues as such that the Government will have to talk further to the United States
and, take further action.

A recurring criticism of the USA is the manner in which they have continued to export more to
Iran than the UK during the sanction era. In 2014, Lord Lamont and the former Foreign 
Secretary, Jack Straw, complained that Washington was bullying UK banks into refusing to 
support legal trade, despite US exports to Iran rising during this same period. 

CMEC Nearly six months have passed since Implementation Day, the Iranian Government 
continues to feel frustrated about the lack of progress in reaping economic benefits from the
Nuclear Deal. Is this fair?

Lord Lamont It is certainly true that there are unanticipated problems with banks being unwilling
to process any payments. This is not a conspiracy, it is instead an unforeseen consequence of the
deal. I am sure that the US government and the UK government are worried about this and doing
their best to try and get this resolved. At the same time, I entirely understand, the irritations of 
the Iranians who as they see it have implemented their part of the deal, and the deal has not been
wholly implemented as they see it on the Western side. All one can say is that the West is doing its
very best  to resolve this but of course it is creating a situation whereby President Rouhani is subject
to pressure and criticism in Iran.

CMEC During the sanction era, the US exported more than the UK to Iran – what explains 
this? 

Lord Lamont I find it baffling and annoying, as most trade with Iran was illegal anyway. 
There are some exceptions for humanitarian goods, pharmaceuticals and foodstuffs. That is all 
I can explain it by. The story of British trade with Iran is deplorable.
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CMEC Is it a consequence of a colonial-hang-up between the two countries?

Lord Lamont No, I think it is more to do with the fact that the British government frowned on
trade, even legal trade with Iran during the period of sanctions, far more than other governments.
British trade fell more than others. As I said Britain is a long way behind.

CMEC The Prime Minister has a set a target to increase UK exports to £1tn by 2020 – do you
think UK-Iran trade will help achieve this goal?

Lord Lamont Exports and trade are something that governments have a limited influence on. 
Like a lot of things in economics, governments can set targets but meeting them is very difficult.
There are things such as export finance, and trade missions – but do trade missions really increase
exports significantly? 

It is very ambitious target to set; it would be a good thing to achieve – but it is a tall order.

CMEC Is it the fear of sanction snapback that is scaring banks?

Lord Lamont No. Snapback may worry banks – but it is much more to do with the US. It is 
the fact the US is not lifting its own sanctions – though oddly they have lifted sanctions on 
pharmaceuticals and aerospace. Another significant worry is the fear of contravening the 
remaining sanctions on terrorist designated organisations such as the Iranian Revolutionary Guard
Corps (IRGC). What banks are worried about is that they might accidentally finance a deal,
unknown to them which involves IRGC. It is difficult for outsiders to know what an IRGC is 
partially owned company. How are they meant to know? It is easily concealed.

CMEC US State Department officials have been going on worldwide tours to clarify remaining
US sanctions to the private sector. Do you think Secretary Kerry has done enough in this regard,
or will the US have to change any policy?

Lord Lamont OFAC under Kerry’s rule has been trying to clarify the rules under which one can
do business. But it is one thing to talk in generalities but quite another to give any specific guidance
on a specific deal. 

Understandably because of the fines which were levied on HSBC and BNP Paribas among others,
the banks are extremely nervous. The risk-reward ratio is completely out of kilter. You do not
make much on being a correspondent bank to an Iranian bank, yet you could face massive fines.
I am extremely concerned that these attempts at clarification, although they are well-meant by
Secretary Kerry, will prove insufficient. I suspect US officials are like other people waiting on the
results of the US election because they do not know quite where they will be.

CMEC As you know, the Prime Minister sent a stern letter to Barclays arguing the bank appeared
to be operating “in opposition to the policy of the UK government” by impeding British trade
deals with Iran. How far can British political intervention go in encouraging banks to open up to
Iran?

Lord Lamont The letter written by the Prime Minister, or by someone on his behalf, concerning
a constituency matter shows a lack of awareness on the reality of doing business with Iran. 

He wrote to Barclays Bank, which has an American CEO. This places Barclays in a difficult 
position. Several of the banks have American citizens in senior positions, maybe CEO and CFO
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and, the theory that they can ring-fence the CEO and the CFO from doing business with Iran is
rather unrealistic. Unfortunately, there is no way the Government can compel the banks to do 
business they do not want to do.  

I do not think jaw-boning is going to get very far. If this sounds all very pessimistic, there are signs
that one or two smaller banks are doing business with Iran.  Of course small banks doing business
with Iran does not mean they can handle bigger deals. However, there are signs one or two big
banks are beginning to think about it again. Perhaps there will be a gradual change.

CMEC Are these British banks?

Lord Lamont Yes one or two. There are of course some German and Italian banks as well. Bear
in mind during the sanction era, Germany was selling something like 2 billion euros of goods to
Iran every year. They must have financed them somehow.

CMEC Do you think the sanctions deal has impacted Iran’s relation with its Gulf neighbours?

Lord Lamont There is something plainly alarming the Saudis. I can’t quite sometimes get my mind
around what it is. If you take Syria – Syria was never a Shia state threatening Sunni countries, it
was a secular state. What are the Saudis really worried about? Iran has not increased its influence
in Syria, it is trying to maintain some of the influence it had. The suspicion is it must be that far
from Iran trying to alter the balance of power in the Middle East, Saudi Arabia is trying to alter it
in a more militant Sunni direction.

CMEC Is the rapprochement between the UK and Iran affecting our relationship with our Gulf
allies?

Lord Lamont I hope not. As I said plainly for whatever reason, Saudi is nervous and anxious. 
I don’t think Iran is about to become the West’s closest ally in the region. A lot of the Revolution’s
identity remains anti-America and anti-West.

CMEC Last note, do you think the presidential elections in the US will impact the long-term deal,
especially if a Republican wins?

Lord Lamont This worries me a huge amount. Funnily enough, Mr Trump made the only 
sensible comment I have heard him say on Iran when he said that it is very difficult for a future
president to reverse this deal once it is done. But what he did say is that “what I’m good is at
enforcing agreements, and I will enforce it.”
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SANCTIONS WITH A SIEVE
The Porous Nature of Iranian Sanctions Relief in a Global Economy

YASSAMIN ISSAPOUR

Yassamin Issapour works in the banking sector and is the founder of Harmony Ventures, 
an accelerator program and seed funder for social enterprise in emerging markets. She is a recent
graduate of Columbia University, where she studied economics and sustainable development.
Alongside her studies, she worked as a research assistant within the newly created Economic
Statecraft, Sanctions and Energy Markets Program at Columbia University’s Center for Global
Energy Policy, focusing on Iran and Russia.

Following the implementation of the Joint Comprehensive Plan of Action – more commonly
known as the Iran Nuclear Deal – multinational companies and financial institutions have shown
their eagerness to re-enter the Iranian market. Regardless, some have moved more swiftly than 
others. The degrees to which companies can do business in the country depend on the sanctions.
On the 16th January 2016, ’Implementation Day’ of the nuclear deal heralded significant changes
in European Union and UN related sanctions, whilst the US sanctions largely remained the 
same. Six months on as European companies and the Iranian administration remain frustrated. 

The primary US Sanctions that have remained in place along with OFAC restrictions restrain 
the appetite of non-US companies, despite EU related sanctions relief opening the doors for 
transactions in the Oil and Gas, Financial and Shipping sectors. Two industries that have taken
prominence are energy, where Iran has struck deals with countries in Europe and Asia, and 
banking, where the lifting of the sanctions still leaves a lot of questions.

Iran’s re-opening signaled the return of an economy valued at more than $500 billion, the second
largest economy in the Middle East and North Africa, and with the second largest oil reserves in
the world. Yet Implementation Day coincided with WTI and Brent oil prices dropping to levels that
have not been seen since November 2003 and January 2004 respectively. Oil analysts estimate that
Iran’s return will add between 600,000 and one million barrels per day to its oil output. Iran’s oil
minister, Bijan Zanganeh, has suggested the output could be as high as 1.5 million barrels by the
end of 2016. Despite increased Iranian output and lack of an OPEC agreement to curb output, oil
made its biggest monthly gain in seven years in April 2016, boosted by a weak dollar and a decline
in US production that has helped to ease concern about a persistent supply glut.

As oil prices struggle, Iran’s oil exports have increased in recent months, as have Foreign Direct
Investments into Iran – specifically in its oil and gas sector. Iran might play host to the fourth largest
gas reserves, but its ageing infrastructure to extract and transport the natural resources requires
$200 billion of investment over the next five years. Firms from Europe, Asia and Africa have
signed deals to invest billions of dollars in Iran, and help reconstruct its oil sector. President
Rouhani and Italian PM Matteo Renzi have signed potentially huge deals; Saipem (Italian oil 
contractor) signed a MOU1 with the Razavi Oil & Gas Development Company for the Toos Gas
Field project, which holds more than 60 billion cubic meters of gas in place; a project that involves
drilling five firm and two optional wells and is worth up to 3 billion euros. Italy’s state-run lender

1 Memorandum of Understanding
2 Najmeh Bozorgmehr & James Politi, ’Italy extends $5bn credit line and export guarantees to Iran’, Financial Times, April 12, 2016, 

http://www.ft.com/cms/s/0/aac121ae-00c2-11e6-99cb-83242733f755.html.
3 Vera Eckert, ’Wintershall confirms signed memorandum of understanding with Iran’, Reuters, April 12, 2016, 

http://www.reuters.com/article/basf-wintershall-iran-idUSFWN17F0ND.
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Cassa Depositi e Prestiti will offer credit lines of 4 billion euros to companies building oil-and-gas
and transport infrastructure2. Germany has also signed a number of potential deals with Iran; 
the National Iranian Oil Company (NIOC) and BASF’s signed a MOU to explore four 
oilfields in western Iran3. Overall, German companies are set to invest 12 billion euros in Iran’s
petrochemicals sector. France has very eagerly sought to sign deals in relation to its automotive
industry and oil sector and resume relationships in the country from the pre-sanctions era. Iran’s
Research Institute of Petroleum Industry and French Institute of Petroleum (IFP) will cooperate in 
eight different technological fields including Enhanced Oil Recovery (EOR), sweetening natural
gas, water management, holding joint educational courses, as well as forming a joint center for 
international specialized courses aiming at providing services to Iran’s Research Institute of
Petroleum Industry and the region. 

French Total SA has recommenced its business in Iran by agreeing to buy up to 200,000 barrels
per day of Iranian crude – with payment in Euros. Total has been a key investor in the Iranian 
energy landscape (developing major oil and gas projects), and, although Total stopped all oil 
exploration and production activities in 2010, it maintained an office in Tehran. Even prior to
sanctions, Total faced legal issues with its Iranian business: U.S. authorities claim that between
1994 and 2004, Total paid approximately $60 million in bribes to an Iranian government 
official to win a lucrative development contract for three South Pars oil and gas fields. Total paid
$398.2 million to settle the allegations4.  

Despite the Nuclear Deal with western powers, the Supreme Leader Khamenei is keen emphasize
Iran’s eastward gaze. China’s continued economic relationship with Iran during the sanction era 
is highly valued by the Iranian administration. “Iranians never trusted the West... That’s why
Tehran seeks cooperation with more independent countries (like China),” Khamenei said after
President Xi Jinping’s visit to Tehran in January 2016.  Days following Implementation Day, China
and Iran agreed to increase trade to $600 billion by the next decade5.  Iran plays an important role
in China’s One Belt One Road initiative (China’s development strategy to increase its connectivity
with the rest of Eurasia), and is to become an important railway connection and remain an oil 
supplier to China.

As oil prices dived lower and supply exceeded demand, most oil and gas projects were cancelled;
according to oil and gas consultancy Wood Mackenzie an estimated $380bn of projects globally
were cancelled since 20146.  In 2015, 68 major projects were cancelled that could have brought 
27 billion barrels of oil into the market, and the firm only predicts further cuts in project 
spending in 2016. Despite the cancellation of projects in the global market, contractors have been
making investments in Iran to modernize the country’s infrastructure. These investments signal that
Iran’s oil industry is still valuable in the long-term. 

Yet as Total’s presence in Iran and the bribes paid to win deals show there are inherent compliance
issues in the market. The largest issue will be the tension between business development and 
necessary risk management and compliance measures. This will continue to be an issue for all 
companies.

7

4 Muriel Boselli & Jonathan Stempel, ’Total settles U.S. bribe probe for $398 million; CEO may be tried’, Reuters, May 29, 2013, 
http://www.reuters.com/article/us-total-iran-idUSBRE94S11020130529.

5 Bozorgmehr Sharafedin, ’Iran’s leader says never trusted the West, seeks closer ties with China’, Reuters, January 23, 2016, 
http://uk.reuters.com/article/uk-iran-china-idUKKCN0V10A0

.6 ’Pre-FID 2016: US$380bn of capex deferred’, WoodMac, January 14, 2016, http://www.woodmac.com/analysis/PreFID-2016-USD380bn-capex-deferred.
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The US Secretary of State John Kerry stated in April that of the $55 billion Iran was expected to
receive following the Nuclear Deal, the country has only received $3 billion released from escrow
accounts7.  It is clear for the JCPOA to succeed, Iran needs to be a long-term stakeholder in nuclear
non-proliferation, and this can only be possible if Iran perceives a continuing economic benefit that
may in time include an increase in US trade and investment. This was reiterated by President
Obama at the Nuclear Security Summit on 1st April 2016 when he stated; 

“One of the things that Secretary Lew and his counterparts within the P5+1 and elsewhere are
going to be doing is providing clarity to businesses about what transactions are, in fact, allowed…
Iran, so far, has followed the letter of the agreement…We want to make sure that, over time,
they’re in a position to realize those benefits.”8

Iran’s Supreme Leader, Ayatollah Ali Khamenei reiterated this point earlier this month when he
stated “The Islamic Republic won’t be the first to violate the nuclear deal. Staying faithful to a
promise is a Koranic order, but if the threat from the American presidential candidates to tear 
up the deal becomes operational then the Islamic Republic will set fire to the deal.” 

These sanctions prohibit Iran related business unless there is an OFAC exception; such as in 
aerospace and pharmaceuticals. Following sanctions relief, the US exported $50.8 million worth
of goods in the first three months of 20169. As of now, the nuclear related secondary 
sanctions have been removed, but the primary sanctions on Iran remain in place. Boeing recently
overshadowed Airbus with their announced deal to sell 100 planes to Iran with a reported value
of $17 billion. The deal now awaits US Treasury approval. Whilst Republicans in the US Congress
protest such deals, the United Against Nuclear Iran, (UANI), a bipartisan American lobby group,
has also launched high-profile advertisements and public letters campaign to dissuade multi-
nationals from conducting or contemplating business in Iran.

Regardless of the impact of the lobbyists, Iran’s entry into the western market has been far from
seamless as the use of the US Financial System is still prohibited, as are USD transactions – this is
adding even more difficulty to Iran’s return to the western markets. The US insists that foreign
banks can do business with Iran, but 3 months in, it remains unclear how big banks can enter the
market despite overt reassurances from the US State Department that they will not be penalized.
At the recent Europe-Iran Forum in Zurich in early May, Jarrett Blanc, a US State Department 
official, claimed to a large crowd of Iranian and Western businessmen that US sanctions had at
times in fact been used as an “excuse” to withdraw from MOUs, when Western businesses 
were unsatisfied with barriers to entry, profitability and even dispute resolution clauses in business
agreements.  

Yet the past also speaks for itself. Over the past 10 years, foreign banks have paid $14 billion in
fines for breaking sanctions. Many of the European banks, including HSBC and BNP Paribas, have
given commitments to US regulators to not open up to Iran exposure. These circumstances coupled
with the aforementioned lack of access to USD have led to a large number of small banks, from
Germany and China in particular, building the foreign banking sector in Iran that do not deal 

7 Patrick Goodenough, ’Kerry: Iran Has Only Received $3 Billion, Not $100B, As a Result of Nuclear Deal’, CNS News, April 19, 2016,
http://www.cnsnews.com/news/article/patrick-goodenough/kerry-iran-has-only-received-3-billion-not-100b-result-nuclear-deal.  

8 Press Conference by President Obama, April1, 2016, https://www.whitehouse.gov/the-press-office/2016/04/01/press-conference-president-obama-412016.
9 United States Census Bureau, 2016: US Trade in Goods with Iran, https://www.census.gov/foreign-trade/balance/c5070.html.
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with the United States in anyway. With the scale of Iran’s economy and state of development,
microfinance is inadequate though foreign direct investment (FDI) will allow for swifter 
international economic integration for Iran. Q1 2016 FDI data shows that since the lifting of 
sanctions, Iran has jumped from 12th out of 14 Middle East nations (January 2003-December
2015) to number three, only behind the United Arab Emirates and Saudi Arabia. The chart below
shows the sharp rise in Iran FDI projects in Q1 201610:

PROJECTS CAPEX ($M) JOBS

Q1 2016 22 3,489 5,376
2015 9 2,473 541
2014 8 1,670 2,732
2013 3 79 352

This upward trend by international companies, particularly from South Korea and Germany, is
expected to increase, foreshadowing perhaps the normalization of banking relations with select
countries. 

International banks are still shy to finance trade deals and process transactions out of fear of US
legal problems. Additionally, to cope with the limited foreign currencies in Iran and lack of direct
banking services, both free market and state endorsed FX rates are used, causing a bit of confusion
as most transactions settle through Dubai. To add to the complexity, money laundering and 
terrorist financing still remain a concern – as indicated by the remaining sanctions. Europeans insist
that US sanctions inhibit companies from doing business, and these primary US sanctions 
are unlikely to be repealed as they relate to human rights abuses and terrorist financing – Iran is
still listed as a state sponsor of terrorism by the US State Department. 

Despite these sanctions, the US Department of Energy made a geopolitical statement in late April
by purchasing 32 tons of heavy water from the Atomic Energy Organization of Iran in a deal
worth $8.6 million11. Republican members of the US Senate seek to block the purchase while
Democrats seek to use parliamentary tactics to block any legislation. 

This purchase evidences that trades with Iran are still controversial despite the Iran Nuclear Deal;
the divergence in opinions of the deal is reflected in the rhetoric of 2016 US Presidential election
candidates. Former Secretary of State and Democratic frontrunner, Hilary Clinton, was supportive
of the JCPOA citing that it would be “unrealistic” to get a better deal, but she continues to be 
skeptical of the Iranian regime. Donald Trump, the Republican frontrunner, has claimed that as
president he would dismantle “the disastrous deal with Iran”. The rhetoric against Iran is likely to
increase during the prolonged US presidential campaigns, but as Barbara Slavin from the Atlantic
Council affirmed at the Europe-Iran Forum, the view in Washington is that the deal will stick
unless Iran violates it. 

9

10 Cara Lyttle, ’FDI in Iran soars with sanctions relief’, Financial Times, June 20, 2016,  https://next.ft.com/content/549d0dac-36d6-11e6-9a05-82a9b15a8ee7.
11 Timothy Gardner, Patricia Zengerle, Arshad Mohammed, Lesley Wroughton & Kirsti Knolle, ’U.S. to buy heavy water from Iran’s nuclear program’, Reuters, 

April 22, 2016, http://www.reuters.com/article/us-iran-nuclear-usa-idUSKCN0XJ25G. 
12 Najmeh Bozorgmehr, ’Iran to keep most unfrozen overseas assets in foreign banks’, Financial Times, February 8, 2016,

https://next.ft.com/content/b005aafe-c8c3-11e5-a8ef-ea66e967dd44#axzz4ByMVcct3.



Conservative Middle East Council IRAN AFTER THE NUCLEAR DEAL

10

Without the injection of the US Dollar, deals in the oil market (a dollar-denominated market) 
will eventually become a problem as even cross currency exchanges will add to transactions cost.
Euro-denominated deals are allowed (foreign oil companies that owe Iran money from the 
pre-sanctions era pay in Euros), but still difficult to process due to FX rates and the lack of large
European banks in the market to provide Euro-liquidity. Furthermore, as of now, the deals that
have been signed profit Iranian state-owned companies; for example, the deals in the oil and gas
sector directly benefit the Iranian government as 42% of its revenue comes from the oil and 
gas sector. 

This benefit will directly assist the Iranian government which is indebted $132.5bn to contractors
for 3,000 development projects, a legacy of the Ahmadinejad era12. Furthermore Iran’s continued
limited access to global capital markets also hinders its government’s ability to repay its $33bn debt
to Iran’s undercapitalized banking sector. Without a complete banking system and widespread
access to foreign currencies it will be difficult for other companies and individuals to profit in the
medium term – even with a trickle down argument, high transaction costs reduce profits.

12 Najmeh Bozorgmehr, ’Iran to keep most unfrozen overseas assets in foreign banks’, Financial Times, February 8, 2016,
https://next.ft.com/content/b005aafe-c8c3-11e5-a8ef-ea66e967dd44#axzz4ByMVcct3.
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ROUHANI’S LEGACY ON THE NUCLEAR DEAL 
ELLIE GERANMAYEH

Ellie Geranmayeh is a policy fellow for the Middle East and North Africa Programme at the
European Council on Foreign Relations (ECFR). She focuses on European foreign policy in 
relation to Iran, particularly on the nuclear and regional dossiers in addition to Iran’s domestic 
politics. Geranmayeh closely followed and advised on the nuclear negotiations between Iran and
world powers from 2013-2015 during which time she authored “Détente with Iran; how Europe
can maximise the chances of a final nuclear deal” (ECFR, 2014).

Iran, like the United States, has entered a presidential election year in which the nuclear deal will
become one of the litmus tests for candidates. The stakes are high for President Hassan Rouhani,
who is expected to stand for re-election. During his 2013 election campaign, Rouhani clearly 
prioritized Iran’s economic growth. As part of this, he promised Iranians an end to sanctions and
isolation in addition to reintegrating Iran into the global political and commercial platforms. In the
run-up to the presidential race, Rouhani will be judged first and foremost on his record of delivery
on the nuclear deal and the economy. 

Three significance developments have strengthened Rouhani’s hand. First, the government’s 
internal policies triggered a cut in inflation from roughly 40% when he took office to 12% at 
present. Second, recent parliamentary elections have resulted in the removal of some of Rouhani’s
most staunch critics who vocally opposed the nuclear deal and governmental economic reform.
The new composition of parliament is likely to offer broader support to Rouhani’s economic 
policies going forward. If these measures (as outlined in the government’s recent five year plan) can
pass legislative review and actually be implemented, it will create a more positive environment for
the private sector and foreign investors.  

Third, and most significant, Rouhani was able to create consensus within the Iranian leadership to
bless the nuclear deal agreed with world powers last July. This paved the way for rolling back both
UN and Western sanctions that had impeded Iran’s economic growth. Another important dividend
from the deal was Iran’s removal from the UN Security Council Chapter 7 sanctions. This was the
first time that a country designated under such sanctions had managed to peacefully be removed
from it using diplomacy. More immediately for Iranians, the nuclear negotiations and the deal itself
removed the risk of military attack that had caused grave concerns under former President
Mahmood Ahmadinejad.

After more than a decade long diplomatic hiatus, the nuclear deal has created a breakthrough in
Europe-Iran relations. Almost all European foreign ministers, often accompanied with trade 
delegations, have visited Iran since the nuclear talks began. In January, President Rouhani became
the first serving Iranian president to make an official European visit since 1997. His trips to 
Italy and France opened the pathway for meaningful bilateral relations at both a political and 
commercial level. During the visit to Rome and Paris, Iran reportedly signed deals worth 
respectively [Euro sign] 17 billion and [Euro sign] 40 billion. Nuclear diplomacy also opened an
unprecedented channel of communication between Foreign Minister Javad Zarif and Secretary 
of State John Kerry, although official US-Iran talks have been limited to the nuclear issue. 
The political thaw with the West has distanced Iran from its former pariah status. 
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The deal entered implementation phase in January when the International Atomic Energy Agency
(IAEA) verified that Iran had fulfilled its key commitments under the deal. In parallel, UN, EU 
and US secondary sanctions targeting Iran’s nuclear programme rolled back. While on paper,
things have gone smoothly with sanctions easing, and a number of large deals have been signed
between Iran and foreign companies, the execution of these deals has faced some problems. After
six months of patience with resolving these issues, there is growing concern within the Iranian 
leadership that the tangible economic benefits flowing into the country has been nominal. This has
provided Rouhani’s opposition with more ammunition to undermine his presidency.

Sanctions easing under the deal was not an end in itself, but always intended to be a means to an end
in enabling Iran to reconnect to global financial and commercial networks. A combination of factors
has caused delays in this process. There is substantial commercial interest, particularly in Europe, 
to trade with and invest in the Iranian market. However the banking and financial sectors necessary
to support and execute these activities have remained averse to covering business with Iran. 

In part the risk factors are related to the domestic economic conditions in Iran, such as outdated
banking systems and opaque business structures. But publically and privately Europe’s banking
sector underscores that their main fear relates to US sanctions and regulatory environment. Big and
medium sized European banks invariably have exposure to the US market, and/or would require
temporarily access to the US dollar for transactions (which since 2008 has become prohibited).
These banks also fear that by doing business with Iran they would fall foul of existing or future
US primary sanctions. To some extent, Iran had anticipated that the pace of Europe’s re-entry into
the Iranian market was likely to be slow. Less predictable however was that Indian, Chinese and
Russian banks would face similar problems. 

Undoubtedly the nuclear deal boosted Rouhani’s support base. However, following sanctions 
easing, increasing numbers amongst an already squeezed middle class and the commercial sector
have felt disappointed by the pace of economic progress. Unemployment (particularly amongst an
education youth) and corruption levels remain a challenge for Rouhani. There is also a growing
realization and expectation management in Iran that the dividends from the nuclear deal are likely
to take time. For Rouhani, given upcoming elections, time is of the essence.  

In the comings months, Rouhani’s administration is focused on breaking existing deadlocks 
and finding pathways to fully execute the high profile deals it has agreed with European 
companies. Iran is also likely to be more open to transacting with smaller European banks that
have minimal exposure to the US market. The Rouhani government is working hard with the 
E3+3 powers, and the Joint Commission formed under the nuclear deal, to find more creative 
solutions for reconnecting Iran to wider financial networks. Simultaneously the Iranian 
government is increasing efforts to revamp the banking sector and encouraging private sector
growth. While Europe’s biggest banks remain hesitant of doing business with Iran, Rouhani is 
now increasingly looking to Asian countries (notably India, China, Japan and South Korea) for
investment in infrastructure and energy projects.
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Rouhani’s ability to more effectively deliver on the economy will impact his legitimacy with the
Iranian public and leadership. This will undoubtedly have a ripple effect on how far Rouhani 
will be empowered to manage the regional files and maintain influence with Iran’s Supreme 
Leader Ayatollah Khamenei. Rouhani’s relationship with the Supreme Leader can make or 
break his ability to influence Iranian foreign policy. In the coming year, with presidential elections
in the United States and Iran, the E3+3 must guarantee that both ends of the bargain are being 
met under the nuclear deal. This will not only ensure that the nuclear deal is a lasting legacy, 
but it could also open new political space for multilateral diplomacy to succeed in other 
seemingly intractable areas.
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TIMELINE

2004 June The UK, Germany and France draft a resolution for the UN’s nuclear 
watchdog, International Atomic Energy Agency (IAEA), criticising Iran’s lack 
of co-operation with inspections of its nuclear programme.

2008 July U.S. President George W. Bush for the first time sends an official to directly 
take part in nuclear negotiations with Iran in Geneva.

2009 June Contested re-election of President Mahmoud Ahmadinejad amongst 
allegations that the election was fraudulent. Mass protests erupt.

2009 September Iran admits it is building a uranium enrichment plant near Qom.  
Iranian officials insist it is for peaceful purposes. 

2009 October Under President Barack Obama, a senior U.S. diplomat meets one-on-one 
with Iran’s top nuclear negotiator. 

2010 February Iran announces it has started to enrich uranium to near 20 percent, a technical 
step away from weapons-grade material.

2011 January Negotiations between Iran and the six world powers break off for what 
proves a 15-month hiatus. Iran refuses to make deep cuts in its nuclear 
program.

2011 November 21 Chancellor George Osborne announces financial sanctions against Iran as a 
result of a report by the IAEA, into its nuclear programme. Britain ceases all 
ties with Iranian banks.

2011 November 27 The Iranian parliament votes to expel the British ambassador Dominick 
Chilcott from Tehran. Economic and trade links with the UK are further 
weakened.

2011 November 29 Iranian protestors storm the British Embassy in Tehran – petrol bombs are 
thrown and documents are burnt. British Foreign Office says it is “outraged” 
by the incident.

2011 November 30 Britain demands the immediate closure of the Iranian embassy in London, 
demanding also that all Iranian diplomats must leave the country within 48 
hours. UK diplomatic employees have already left Iran.

2012 January The IAEA says Iran is enriching to 20 percent at its mountain facility near 
Fordo. The European Union freezes the assets of Iran’s central bank and halts 
Iranian oil imports.

2012 July U.S. and Iranian officials meet secretly in Oman. 

2013 August End of Ahmadinejad’s presidency as Hassan Rouhani is elected to replace him, 
declaring his country ready for serious nuclear talks. By now, Iran has about 
20,000 centrifuges and the U.S. estimates the country is only a few months 
away from nuclear weapons capability.
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2013 September Rouhani and Obama speak by telephone, the highest-level exchange between 
the two countries since Iran’s 1979 Islamic Revolution. U.S. Secretary of  
State John Kerry and Iranian Foreign Minister Mohammad Javad Zarif 
begin their diplomatic exchanges.

2013 November Iran and the six powers announce an interim agreement that temporarily 
curbs Tehran’s nuclear program and unfreezes some Iranian assets. The deal 
sets the stage for extended negotiations on a comprehensive nuclear accord.

2014 June 17 British Foreign Secretary William Hague says the circumstances are right to 
reopen Britain’s embassy in the Iranian capital Tehran.

2014 July Talks miss the deadline for a final pact. A four-month extension is agreed.

2014 November Talks are extended a further seven months.

2015 April A framework deal is announced, outlining long-term restrictions on Iran’s 
nuclear program and the removal of many international sanctions. 

2015 July 14 World powers and Iran strike an agreement known as the Joint Consultative 
Plan of Action (JCPOA).

2015 August 15 Iran provided the IAEA with information to clarify past and present 
outstanding issues related to its nuclear program.

2015 August 20 British Embassy in Tehran is reopened during a visit by Foreign Secretary 
Philip Hammond and a delegation of business leaders.

2015 September 8 The IAEA submitted questions to Iran concerning ambiguities in the 
information they provided the previous month on their past and present 
nuclear activities.

2015 September 17 US congressional review period expires.

2015 October 14 Iran completes review process for the JCPOA with approval from both the 
Iran’s Guardian Council and Parliament.

2015 October 15 The IAEA confirms Iran has completed all activities related to resolving past 
and present outstanding issues concerning their nuclear program. 

2015 October 18 Adoption Day of the JCPOA – US and EU adopt the legislative framework 
for lifting of its nuclear-related economic and financial sanctions as Iran begins 
taking the nuclear-related measures set forth in the JCPOA.

2015 December 2 Director General of the IAEA provided the Board of Governors a final 
assessment on the resolution of Iran’s past and present outstanding issues.

2016 January 16 Implementation Day of the JCPOA – The IAEA confirms Iran had fulfilled 
key nuclear commitments. The United States, the European Union and, 
United Nations suspend or terminate nuclear-related sanctions.

2016 January 19 Lord Lamont of Lerwick, former Chancellor of the Exchequer, is appointed 
as the UK Trade Envoy to Iran.

2016 February Iran regains access to SWIFT, the international payments system.
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2016 February 26 Iran Parliamentary Elections – moderate and reformist candidates make 
strong gains.

2016 March Iran announces the sale of its heavy water to the United States.

2016 April 29 Run-off of parliamentary elections are held. 

2017 Spring Iranian Presidential Elections – President Rouhani faces re-election.

2023 October Transition Day - All provisionally-lifted sanctions are removed completely. 
The United Nation’s Security Council (UNSC) sanctions on ballistic missiles 
end.

2024 March Iran may commence testing up to 30 advanced centrifuge machines.

2025 October Termination Day – the United Nation’s Security Council terminates resolution 
endorsing the JCPOA. The EU terminates all remaining sanctions. Iran is given
further the permission to develop its centrifuges and enrichment capacity.

2030 October Iran’s obligation to export all heavy water beyond Iran’s needs for the 
modernized Arak research reactor ends, and further allowances are made for 
its centrifuges.

2040 October All IAEA monitoring comes to an end.
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