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DISCLAIMER 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut. Hedgeye Risk 
Management is not a broker dealer and does not provide investment advice for individuals. This research does not constitute an 
offer to sell, or a solicitation of an offer to buy any security. This research is presented without regard to individual investment 
preferences or risk parameters; it is general information and does not constitute specific investment advice.  This presentation is 
based on information from sources believed to be reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies 
or omissions of information.  The opinions and conclusions contained in this report are those of Hedgeye Risk Management, and 
are intended solely for the use of Hedgeye Risk Management’s clients and subscribers.  In reaching these opinions and 
conclusions, Hedgeye Risk Management and its employees have relied upon research conducted by Hedgeye Risk 
Management’s employees, which is based upon sources considered credible and reliable within the industry. Hedgeye Risk 
Management is not responsible for the validity or authenticity of the information upon which it has relied.  
  
 
TERMS OF USE 
This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its contents are 
prohibited.  For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at 
www.hedgeye.com. 

LEGAL 
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PLEASE SUBMIT QUESTIONS TO 

QA@HEDGEYE.COM 
TO BE ANSWERED AT THE END OF THE CALL 
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HISTORY OF SANCTIONS 

DATA SOURCE: WORLD BANK, REUTERS, ECONOMIST 
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SANCTIONS EFFECT ON PRODUCTION 
PETROLEUM AND OTHER LIQUIDS PRODUCTION 

DATA SOURCE: EIA 
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SANCTIONS EFFECT ON EXPORTS 
CRUDE PRODUCED IS CONSUMED DOMESTICALLY 

DATA SOURCE: IMF 
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• Capabilities 
 

How quickly and how much can Iran do alone? 

 

• Customers 
 
Can Iran Find Buyers in an oversupplied market? 

THE TWO C’S 
KEY FACTORS TO NEW IRAN CRUDE EXPORTS 

DATA SOURCE: POTOMAC, HRM 
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• Floating Storage: 40-50 MM Barrels 
An Immediate 150-200K B/D 

 

 

• 700K B/D from existing producing fields in March 
Equivalent to another Libya coming online in 2014 

CAPABILITIES IN THE SHORT-TERM 

DATA SOURCE: POTOMAC, HRM 
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ESTIMATED IRANIAN PRODUCTION: EIA 

Production has 
been ~flat for 
three years at an 
avg. 2.8MM B/D 
(9% of OPEC) 
 
EIA projects avg. 
crude production 
of 3.1MM B/D with 
3.3MM B/D by 
year-end 2016 
 
2017 production 
will be an 
estimated 3.6MM 
B/D (3.7MM B/D 
by end of 2017) 
 
 

 
DATA SOURCE: EIA 
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ESTIMATED PRODUCTION RANGE: EIA 

DATA SOURCE: EIA 
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“Our only responsibility here is attaining 
our lost share of the market, not 
protecting prices” 

         - Iran Oil Minister, 

          Bijan Namdar Zanganeh 
 

THE PRIMARY GOAL 

DATA SOURCE: BBG 
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THE SAUDI-IRAN MARKET SHARE PROXY WAR 

DATA SOURCE: HRM 
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PRODUCTION MONITOR – CUE THE PRICE WAR 

DATA SOURCE: BLOOMBERG, DOE, EIG  
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BOTH WILLING TO SELL AT ANY PRICE 
NORTHWEST EUROPE LIGHT CRUDE PRICE DISCOUNT TO BRENT ($/BARREL) 

DATA SOURCE: NIOC, ARAMCO 
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IMPORTANCE OF MARKET SHARE 
ASIA HEAVY CRUDE PRICE DIFFERENTIAL TO OMAN/DUBAI BENCHMARK ($/BARREL) 

DATA SOURCE: NIOC, ARAMCO 
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COMPETITIVE ADVANTAGE AND INVESTMENT ATTRACTION 

ROBUST SAMPLE OF 2014 ESTIMATED MARGINAL PRODUCTION COSTS ($/BARREL) 

DATA SOURCE: KNOEMA 
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BIGGEST TRADING PARTNERS IN ASIA 

China remains 
Iran’s biggest 
trading partner 
despite the 
contract dispute 
several years ago.  

DATA SOURCE: IMF 
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WHILE CHINA, INDIA ARE LARGEST “GROWTH DRIVERS” ACCORDING TO OPEC 

OPEC predictions 
are that the largest 
regions of demand 
will be in Asia, where 
Saudis have lost 
market share and 

Iran has gained 
during sanctions. 
 

DATA SOURCE: OPEC 
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MONTHLY EXPORTS 
CRUDE OIL AND CONDENSATE 

DATA SOURCE: EIA 
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SAUDI ARABIA IS COMFORTABLE 

• Dire Straights? 
No 

DATA SOURCE: IMF 
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• National Iranian Oil Company (NOIC) responsible for all upstream oil and nat. gas projects. The Iranian 
constitution prohibits foreign or private ownership of natural resources. However, international oil companies 
can participate in the exploration and development phases through buyback contracts 
 

• Here’s how this works currently: The IOC puts up its own capital through an Iranian subsidiary (service-type 
contract). After the IOC develops the acreage as the operator, and the field is producing, the project’s 
operatorship refers back to NIOC or relevant subsidiary: 

o IOC gets no equity rights, and NIOC uses oil and gas revs to pay back IOC for capital cost. The annual repayment rates 
are set at a pre-determined percentage of the field’s production and rate of return (usually 12-17%). Also, The buy-back 
contracts cap the profit the investor can make per barrel of oil, irrespective of increases in the commodity price. In 
addition, the IOC must pay for any cost overruns beyond initial projections without reimbursement. 

 

• Iran is planning to change the current model to allow IOCs to participate in all phases of an upstream project, 
including production. IOCs have been notified of some of the changes that will likely be unveiled at a 
conference in London in February. The general reaction has been positive from IOCs, but most seem ready 
to wait until the proposal is officially on the table.  

   

 

SIMPLIFYING IRAN PETROLEUM CONTRACT STRUCTURE 

NEW IPC STRUCTURE TO BE UNVEILED AT CONFERENCE FEBRUARY 22-24 

DATA SOURCE: EIA, IMF, OGN 
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The U.S. and EU have lifted all Nuclear related sanctions 
(unfreezing $100BN in Iranian assets). However, while the U.S. 
lifted nuclear sanctions on Saturday, other US sanctions related to 
terrorism and human rights remain in effect and prevent US 
companies from immediately doing business in Iran. 
 

POST-SANCTIONS ADVANTAGE FOR EUROPEAN COUNTRIES 

WHAT YOU NEED TO KNOW ABOUT SANCTIONS RELIEF 

DATA SOURCE: ECONOMIST, BBG 
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• TOTAL: France’s Total said it’s “eager” to return to work in Iran 
• ENI: Italy’s Eni has also expressed interest – CEO said that Iran would need $150Bn 

to become one of world’s major producers 
• STATOIL: Statoil has reportedly been “open to new opportunities” 
• SHELL: “We remain interested in exploring the role Shell can play in developing 

Iran's energy potential, within the boundaries of applicable laws” the company said in 
a statement 

• LINDE: German gas giant Linde has already expressed an interest in getting back 
into Iran's LNG sector 

 

LARGE INTEREST FROM FOREIGN CAPITAL 
DIFFERENT COMPANIES FROM DIFFERENT GEOGRAPHIES  

DATA SOURCE: BBC 
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• 4th largest proved crude oil reserves and 2nd-largest natural gas reserves in the 
world 

 
• Reserves represent 10% of proved global crude reserves (13% of OPEC reserves) and 

17% of world’s proved nat. gas reserves (2nd only to Russia) 
 
• Among world’s top 10 oil producers and top 5 nat. gas producers 
 
• Most importantly in a period of low energy prices, Iran is widely estimated as one of 

the lowest marginal cost producers in the world 
 

AN ENERGY POWERHOUSE 
OVERVIEW OF IRANIAN ENERGY INDUSTRY 

DATA SOURCE: HRM, EIA, IMF, KNOEMA 
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FOR MORE INFORMATION CONTACT: 

SALES@HEDGEYE.COM 
203.562.6500 
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