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In July 2017, The United Nations Educational, Scientific, & Cultural Organization (UNESCO) has adjoined the ancient city of Yazd in central Iran to the list of world heritage
sites. Photo: Lari House, Yazd.

Summary
Equity Markets

The Tehran Stock Exchange declined 2% in local currency terms in June, but with the Iranian Rial depreciating against
the US$, the overall index slipped nearly 3% in US$ terms over the month. The market’s total trading volume fell 75% to
500 million US$ from 2.0 billion US$ in May, while the number of shares traded dropped 73% to 8 billion from 31 billion.

Debt Markets

The average daily debt market activity in terms of both value (IRR) and volume (number of bonds) declined on the
Tehran Stock Exchange by 70% and 71%, respectively. On the Iran Farabourse Exchange with new variety in fixed
instruments, the value of average daily activity in terms of value (IRR) increased by 2% .

Economic Review

This issue gives an overview of the Foreign Direct Investment (FDI) inflows to the country released by the Ministry of
Economy. Total FDI for 2016 is officially estimated to be 3 billion US$, indicating that despite the removal of sanctions,
it will take more time for FDI to recover to its historic average.
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Market Insight
After a very strong start to 2017, June was a challenging month for both Iran’s
main stock market and our fund, with the TSE down -4.2% in EUR terms for the
month. Whilst our fund also posted negative returns in June, we were able to
maintain our ability to capture alpha in both up- and down-markets, returning
-2.4% and -3.6% in EUR terms for the B and C share classes respectively.
There were a number of factors contributing to June’s poor performance, with
the global appreciation of the Euro being the major one, where this was responsible for about half of June’s drawdown. The remaining key factors were
declining oil prices and a modest tightening in domestic financial conditions.
Oil prices fell more than 6% during the month and the yield to maturity of short
dated government bonds halted their modest YTD decline close to 23% levels. Amongst the 10 largest industries by market cap, only Basic Metals and
Telecommunications managed to conclude the month in the green, whilst all
the remaining industries suffered from a broad base decline of between -0.2%
to -6.6%. With this being said, on a relative basis, our fund continued to outperform the overall index on both an YTD and since inception basis. With the
TSE down -1.4% in EUR terms YTD, our B and C share classes have returned
+6.8% and +6.3% net in EUR terms over the same period. Our outperformance
during both up- and down-markets underlines the importance of using an active
manager, as well as our ability to outperform the benchmark in various market
environments.

Shervin Shahriari
Chief Investment Officer

Our active approach is best demonstrated by our decision to take partial profits on certain stocks since the beginning of the year, whilst at the same time
increasing our exposure to fixed income T-Bills in the portfolio. Our allocation
to these attractive T-Bills currently stands at approximately 20%, up from 17%
of the portfolio at the beginning of the year. We funded this increase primarily
through profit-taking on select names in the chemical and auto sectors. Kerman
Tire, the largest producer of rubber products in the country, which accounted
for 3% of the portfolio, was one such example after the stock enjoyed a greater
than expected 25% capital gain in Q2 2017.
Portfolio Composition (%)
Equities
Bonds

%

The chart shows how our portfolio
composition has changed since
the beginning of the year between
these two different asset classes.
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Continuing with more positive developments in June, the Central Bank of Iran
(CBI) released economic data for the past Iranian calendar year (ending 20th
March), demonstrating that the economy is growing at a very impressive rate
of 12.5% - the best annual outcome in 25 years. Whilst a portion of this growth
came from oil output - which has now returned to pre-sanction levels - the nonoil sector also contributed a very solid 3.3%. The data showed that Iran’s crude
oil production levels reached 3.7 million barrels per day (bpd) by the end of the
last fiscal year, up from approximately 3 million bpd in the previous year, and
2.2 million bpd during sanctions. The CBI report also indicates that the “industry
sector” expanded 6.6% last year - a remarkable improvement compared to the
-5% contraction registered the previous year. The CBI expects the domestic
economy to grow between 3-5% this year, which is in line with the forecasts of
many leading international institutions, including the World Bank and International Monetary Fund.
As the new government undergoes its post-election cabinet reshuffle, which
is expected to take place in late July, we remain optimistic on the domestic
market for the remainder of the year. Rouhani has pledged to carry out a series
of crucial economic reform plans, including restructuring the domestic banking
system and unifying Iran’s two exchange rates, and where increased foreign investment also stands high on his agenda. As a result, we see the recent decline
in the equity market as a near-term pullback that was driven by a strengthening
Euro (globally) and weakening oil prices, as opposed to any changes to Iran’s
attractive and improving fundamentals.
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Summary - June 2017
Market Capitalization (billion US$)

114 b$

TSE & Farabourse Junior Market

Free Float

21%

TSE & Farabourse Junior Market

564

TSE & Farabourse Junior Market

- 2.9% (MTD) 3.5% (YTD)

TSE

1.2b$

TSE & Farabourse Junior Market

8%

TSE

7×

TSE

Number of Listed Companies

1

Overall Index Performance (US$)
Total Turnover (billion US$)
Dividend Yield (%)

2

2

3

P/E
1
2

152 companies are listed in Over-The-Counter (OTC) or off-exchange market named as “Base Market” in Farabourse junior market which trading of these companies are done directly between two parties.
Calculated based on market IRR per US$ exchange rates. 3 Calculated based on market data ending 1395 Iranian calendar year.

Tehran Stock Exchange & Junior Market Trade by Value1 - June 2017

Million US$

Iran Farabourse (Junior Market) Trade Volume (million US$)
Tehran Stock Exchange (Main Market)Trade Volume (million US$)

Source: Tehran Stock Exchange
Iran Farabourse Company
All figures in US$ are converted from IRR at the free market rate
1
Trading volume month on month in US$ term - TSE includes mainly equity while Farabourse has more fixed income instruments and smaller equities.

Performance & Updates
The Tehran Stock Exchange declined 2% in local currency terms in June, but with the Iranian Rial depreciating against
the US$, the overall index slipped nearly 3% in US$ terms over the month. The market’s total trading volume fell 75% to
500 million US$ from 2.0 billion US$ in May, while the number of shares traded dropped 73% to 8 billion from 31 billion.
The Iran Farabourse (the junior exchange market) was more stable with its index losing 1%. On the Farabourse, the
market’s total trading volume in terms of number of shares traded remained unchanged at 9 billion. In terms of value,
the Farabourse’s total trading volume fell 29% to $697 million from $982 million in May.
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Most companies hold their AGM in June and July, detailing their annual results and future developments and plans,
such as capital increases, production capacity expansion, dividend policy, and export sales forecasts. The other possible explanation for lower activity in the market could be the new line-up of ministers with the government’s cabinet
expected to be finalized over the next month.
Market Activity
Index volatility (as calculated using the standard deviation of daily returns in US$ terms) was 0.5% on average for the
TSE and the Farabourse in June. On a daily basis, the average market trading value fell to 32 million US$, a decrease
of 50% compared to the past three-month average, largely owing to a slowdown around the election. The average
daily volume in terms of numbers of shares traded halved from about one billion (the past three-month average) to 500
million in June. However on the Farabourse, which is highly focused on fixed income instruments, equity market activity
in value terms remained stable, slipping just 4% in June compared to the previous three-month average.
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Best Performing & Worst-performing Sectors - June 2017
6.0
5.4
5.2
0.6
0.5

% Sector
Performance

Oil Drilling & Services
Transportation & Logistics
Oil Products
Other Financial Services
Printing & Publishing

19.6
16.2
13.1
13.0
11.9

Transportation & Storage
Electric Machinery & Apparatus
Motor Vehicles and Auto Pars
Sugar
Ceramic & Tiles

Under- Performing Sectors

P/E
6.9
6.8
6.3
6.0
5.2

Insurance & Pension funding
Other non metallic Mineral
Monetary Intermediation - Banks
Chemical & By Products
Diversified Industrial (Holdings)

75
63
34
-4
-17

-56
-57
-69
-90
-93

Cement, Lime & Plaster
Computer & related activities
Financial Intermediates
Metal Ores Mining
Refined Petroleum Products

% Trading
Value*

Source: Tehran Stock Exchange, Note: Sectors with more than 4 companies included (exp. Telecommunication)
1
Growth of sector’s index month on month in IRR term.
2
Growth of trading volume month on month in US$ term.
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Ceramic & Tiles
Rubber & Plastic Products
Diversified Industrial (Holdings)
Electric Machinery & Apparatus
Food Products and Beverages except Sugar

Best Performing Sectors

-7.6
-8.4
-8.6
-8.7
-14.4

Mining
Paper Products
Machinery & Electric Equipment
Utility Service Providers
Telecommunication
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Sector Insight
Cement Sector
Iran has a competitive advantage in cement production with its rich resources, including a chain of calcareous
mountains and abundant calcareous mines across the country. In terms of manufacturing technology, over 80% of
machines and the engineering process is localized. The first cement manufacturing unit was established in 1934 in
Rey, the county town of the same name in Tehran province. As of today, 70 manufacturing factories are operational
in Iran, which is ranked as the third largest cement producer in Asia and the first in the Middle East region. Iran
exports considerable volumes of cement to neighbouring countries, such as Iraq and Afghanistan. The cement
industry accounts for 2% of national GDP and 3.3% of total industrial output. The sector employs 2% of the labour
force in workshops with more than 10 employees.
•
•
•
•

Market Cap : 1.9 (B $) 1.9% of TSE Market Cap
Number of Companies: 28
Average Sector P/E: 11×
Average Market P/E: 7×

58 million tons

11 million tons

11 million tons

7th largest producer

Iran Cement Production (2015)

7-Year Av. Annual Exports

Iran Cement & Clinker Export (2015)

In the world

Major countries in cement production
(Share in global production, 2015)

52.1% - Others
0.9% - Iran
1.1% - Russia
1.2% - Turkey
1.2% - Brazil
1.3% - USA
4.4% - India
37.8% - China

Cement Industry Updates & Developments
• With new agreements signed between Iranian Officials and Iraq’s deputy Minister of Mines & Industries to
re-establish economic ties between the two countries, the renovation and reconstruction of many areas in Iraq
is expected to benefit the Iranian manufacturing sector remarkably in sectors such as Cement, Machinery,
Metals and Engineering Services.
• Over the past few years, due to an increase in political tension in the region, Iran’s cement exports to
neighbouring countries was hampered significantly.
• Factors such as the government planned infrastructure projects and improved commercial ties with neighbour
countries are expected to boost the sector.
• Iraq, Afghanistan, Kuwait and Qatar were the largest cement importers from Iran in 2015.

Source: Fars-Khuzestan Investment Holding Co.

8

Iran Investment Monthly

Market Overview
Sector Insight

July 2017 - Volume 11, No 128

Top TSE Sector Market Capitalization (%) - June 2017
5%
Metal Ores Mining

8%
Telecommunications
10%
Basic Metals

21%

21%
Chemicals

6%
Diversified Industrials

10%
Monetary Intermediation
7%
Refined Petroleum

28%

5%

7%

10%

5%

6%

8%

10%

5%
Automotive
28%
Other

TSE & Cement Sector Performance (Index re-based to 100 in US$ terms)

Re-based to 100 in US$

Cement Index
TSE Overall Index

Jun
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Company Overview

Fars & Khuzestan Cement Company		
Activity : Cement
Price (Cent)
52 wk range* (Cents)
Ticker
Industry
Market

* Adjusted closing price range
**Tehran Stock Exchange

3.8
4.0-3.8
SFKZ
Cement, Lime & Plaster
TSE**

Date:
Official US$-IRR
Market US$-IRR*

* This exchange rate has been used in this report to convert figures from IRR to US$. It should be noted that this
exchange rate is subject to fluctuation

Performance
TSE Overall Index & Fars-Khuzestan Cement Price Index (in US$)

Re-based to 100 in US$

Fars & Khuzestan Cement Company
Overall Index

•

Market cap (B$)

0.24

Shares outstanding (billion shares)

5.62

Free float

32%

Financial year end

20-May

Avg daily value traded** ($)

72,450

Avg daily volume traded (m shares)

1.65

Forward P/E

11.98

Re-based to100, adjusted for dividends and share capital increases

Highlights

•

Stock Data*

* All figures in US$ are converted from IRR at the free market rate
** Average approximate daily values taken over a period of 12 months

Jun

•

28-Jun-17
32,490
37,640

Fars & Khuzestan Cement Company is a holding company investing in
the Cement sector in the country. Total cement and clinker sale volumes
stood at 13 million tons in 2015, down 17% compared to the previous
year.
The holding’s local market share is at 20%, ranking it as first among its
peers. The holding’s exporting markets share is 20%.
The holding company owns 12 cement factories and 9 non-cement companies active in engineering services, machinery construction, finance,
technical and commercial activities.

Key Data*
(Million US$)

2017 E**

2016 A**

2015A**

Revenue

336

483

469

Net Profit

-0.4

96

113

EPS (Cents)

0

2

3

* All figures in US$ are converted from IRR at the market rate

Key Ratios
2017 E**

2016 A**

2015A**

P/B

0.8

0.7

1.6

P/Sales

7.9

4.3

3.4

-0.1%

28%

36%

ROE

** Gregorian year stated is the year during which the company’s fiscal year
comes to an end on March 20th.

Company Information
Fars & Khuzestan Cement Company is the country’s largest holding in cement industry
with a market share of 20% in local and export markets.

Major Shareholders
Social Security Investment Co.

45%

Address: No. 4, Alley 4, Pakistan Street, Dr. Beheshti Avenue, Tehran, Iran.
Telephone:+98 (21) 88737260
Website: www.fkcco.com

Cement Supply Investment Co.

11%

Source: Firouzeh Asia Brokerage, Turquoise Partners, Fars-Khuzestan Investment Holding Co.
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Market Snapshot - June 2017

Iran & Regional Markets

Iran: A 20 Year Snapshot, Asset Class Returns in US$ (%)
Far outliers
Near outliers

GOLD

Median
Mean
Shade: 95% confidence

Returns in US$ (%)

PROPERTY

Near outliers
Far outliers

TEDPIX

-40

-20

0

20

40

60

80 100 120 140

TEDPIX Tehran Exchange Dividend Price Index
All figures in US$ are converted from IRR at the free market rate

P/E Multiple Comparison
MSCI Morocco

22.0

Kuwait

13.9

Qatar

12.9

MSCI Arabian Markets

14.0

MSCI GCC Countries

14.0

MSCI Egypt

15.9

Saudi Arabia

15.5

UAE

11.9

Iran

7.0

Turquoise Iran Fund

5.4

Sub Fund B/C, as of ending June 2017

Iran & International Markets
4

MSCI Emerging Markets

MSCI Frontier Markets

Average P/E

Average P/E

Average P/E

Annual Performance in $

Annual Performance in $

-0.8%

Annualized 10 Year in $

2

8.6%

21.0
10.0
9.6
7.7
6.8
44.9

Chemicals
Basic Metals
Monetary Intermediation
Telecommunications
Refined Petroleum
Others

14.8

23.7%

Annualized 10 Year in $

1.9%

26.6
23.5
10.5
7.1
6.8
25.34

Information Technology
Financials
Consumer Dis.
Materials
Consumer Staples
Others

1.TEDPIX Tehran Exchange Dividend Price Index (Dividend & Price Index) performance calculated in US$ for the Period of June 2016 to June 2017
2.TEDPIX Tehran Exchange Dividend Price Index (Dividend & Price Index)10 year annualized performance calculated in US$
3.MSCI Emerging Markets Index (US$) - June 2017
4.MSCI Frontier Markets Index (US$) - June 2017
Source: Tehran Stock Exchange - Central Bank of Iran - MSCI Inc., Kamcoonline.
All figures in US$ are converted from IRR at the free market rate, unless otherwise indicated.
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14.6

19.7%

Annualized 10 Year in $

-1.1%

Sector Breakdown (%)

Annual Performance in $

1

Sector Breakdown (%)

7.0

Sector Breakdown (%)

3

Tehran Stock Exchange

43.9
13.2
10.9
8.1
6.7
17.19

Financials
Telecom. Services
Consumer Staples
Energy
Real Estate
Others
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TSE & Junior Market Performance
Tehran Stock Exchange: TEDPIX*, June 2017

Re-based in US$

Re-based,to 100 in US$

Million Shares

Volume million shares

Source: Tehran Stock Exchange
*TEDPIX Tehran Exchange Dividend Price Index (Dividend & Price Index)
All figures in US$ are converted from IRR at the free market rate, unless otherwise indicated.

Iran Farabourse (Junior Market): IFX*, June 2017

Re-based in US$

Re-based,to 100 in US$

Million Shares

Volume million shares

Source: Iran Farabourse Company
*Iran Farabourse (Junior Market) Overall Index (Total Return)
All figures in US$ are converted from IRR at the free market rate, unless otherwise indicated.
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Turnover Value*
(million US$)

Top Ranked Companies - June 2017
Sakht Ajand Co.

Top 5 Traded by Value

The company was founded in 1974 and is based in Tabriz, Iran. It operates in
the field of construction and real estate projects in Iran.

Silica Sand Mfg. Co.

The company was formed in 1972 as the first producer of Silica Sand in
the country. Sandblast and refined products are produced by the company according to international standards supplying industries such as
oil, gas and petrochemical industries, power stations, the pipe industry and industrial water filtration.

Insurance Industry
Investment Co.

The company was established in 1996 as an investment arm of
Central Insurance Company of Iran. Its investment strategy is to
invest in listed and unlisted opportunities. Its main non-listed
investments are in the real estate sector.

Calcimine Co.

Calcimine Co. engages in zinc mining operations.
The operation field is based in Zanjan, Iran. The
company owns related mines and is operating on
the basis of Zinc extraction. The company has invested in manufacturing units in the zinc industry,
located in different areas of Iran.
Bama Mining Company (Bama Co) established
in 1951, is active in Lead and Zinc exploration
and mining in Iran. The annual production is
up to 40,000 tons of carbonated and sulfide
concentrates. The company was listed on
the Tehran Stock Exchange in 2004.

Bama Mining &
Industrial Co.

4.4

0.4%

2.6

0.2%

2.2

0.2%

1.4

0.1%

1.2

0.1%

Market Cap
(million US$)

Top 5 by Market Capitalization

Mobarakeh Steel Company, one of the largest
industrial complexes in the country, started its
operations in 1991 with a nominal capacity of
2.4 million tons per annum. Mobarakeh Steel is
the largest steel producer in the Middle East and
North Africa region.
Jam Petrochemical Company is a major petrochemical producer located in Iran’s Assaluyeh
region by the Persian Gulf. As one of the largest
petrochemical producers in Iran, Jam produces a
variety of petrochemical products, namely olefin,
HDPE, LLDPE and butadiene.
Tamin Oil, Gas and Petrochemical Investment Company was formed with the merger of Tamin Oil and
Gas holding with Tamin Petrochemical and Chemical Industries holding in 2011. The company is invested in 19 listed companies and 19 non-listed
companies in the oil products, petrochemical,
chemical and rubber industries.

7,124

7.2%

Iran
Telecommunication
Company

3,564

3.6%

3,324

3.4%

2,793

2.8%

2,480

2.5%

Mobarakeh Steel
Manufacturing

Jam
Petrochemical
Company
Tamin Petroleum
& Petrochemical
Investment
Company

Source: Tehran Stock Exchange, Firouzeh Asia Brokerage.
All figures in US$ are converted from IRR at the official rate of 32,489 IRR.
* Weekly data as of trading week ending 29 June 2017.

% Total Market Cap.

Persian Gulf
Petrochemical
Industry

PGPIC was established in the first phase of the privatization of Iran’s petrochemical sector when the National Petrochemical Company (NPC) transferred its shares in a number of petrochemical companies to PGPIC, paving the way for the formation of Iran’s first private petrochemical holding
company. NPC has continued in its role as a policy making body.
The Telephone Company of Iran was established in 1931
when the Iranian government purchased and combined
small scale telephone companies. With technological advancements throughout the 50’s-70’s, the Telecommunication
Company of Iran was established in 1971 as the only responsible administrator for the country’s entire telecommunication
infrastructure.

% Total Turnover
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TSE Statistics - Week Ending 29 June 2017*
TSE Top 5 Gainers

TSE Top 5 Value Leaders
Close US$ Cents
29-June-17

% Change

Close US$ Cents
29-June-17

% Change

Iran Mineral Processing Co.

22.6

15.6

Sakht Ajand Co.

10.2

3.8

Calcimine Co.

9.0

14.5

Silica Sand Mfg. Co.

13.5

2.2

Bafgh Mining Co.

32.1

13.9

Insurance Ind. Investment Co.

10.5

1.9

Hegmatan Sugar Co.

12.0

13.4

Calcimine Co.

9

1.2

Bahonar Copper Co.

9.6

12.9

Bama Mining & Industrial Co.

17.3

1.0

Company

Company

Index Information
Index Info

29-June-17

Close

% 21 March 17

TSE Overall Index

78,704

2.6

TSE30

3,047

-1.0

910

4.0

Description

Week Ending

Week Ending

Market P/E

6.8

6.8

Iran Farabourse Overall Index

29-June-17

22-June-17

Trade Statistics
Week Ending

% Change

% Change

% Change

TSE Average Daily Trade Volume (million US$)

34

-9%

-35%

56%

IFB Average Daily Traded Volume (million US$)

30

43%

8%

6%

Average Daily Trade Volume

29-June-17

FX Movements - June 2017

Monthly

Quarterly

Official Rate

1.1%**

IRR per US$

IRR per US$

Market Rate

Weekly

Source: Firouzeh Asia Brokerage, Bonbast
All figures in US$ are converted from IRR at the free market rate, unless otherwise indicated.
* Weekly data as of trading week ending 29 June 2017. ** 30 June 2017 Vs. 1 June 2017, market exchange rates
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Iran’s Fixed Income Market
Background
• In 1994, and in line with plans to develop financial products that could assist with the financing of infrastructure
projects, the Tehran Municipality was given permission to issue the first debt papers in the post-revolution era
using the structure of ‘participation notes’ (Musharakah Papers).
• Between 1994 and 2009, the government ministries and municipalities financed their projects through issuing
fixed income instruments (such as certificate of deposits, participation papers) with the guarantee of state banks.
• These papers were issued in bank branches and were sold to bank customers.
• The banking sector used to dominate the funding of investment projects and working capital finance for corporates.
• Since 2009, a variety of fixed income instruments have been introduced to public investors and have gradually
started to be traded on the Tehran Stock Exchange and Iran Farabourse.
• Over the past eight years, due to the tightening of economic sanctions, a lack of foreign funding and inefficiencies
in the traditional banking system have put significant pressure on the commercial sector, especially within industries with a high working capital requirement.
• In an attempt to increase liquidity, the SEO, the principal financial regulatory body in Iran, has introduced new regulations permitting methods of financing via the equity and debt markets, similar to those in other Islamic bourses.

Period

Structure &
Mechanism

Mechanism

•

The tenor of these fixed income instruments ranges between 1 to 5 years.

Rates

•
•
•

•
•
•

The yields on these bonds currently range between 14% - 24%
Coupons are paid on a semi-annual, quarterly or monthly basis
The coupons are collected and distributed through the Central Securities Depository of Iran directly to the investor’s bank account.

The principal and interest of these notes are guaranteed by a bank, government entity
or a money and credit institution.
These entities undertake the responsibility of paying the interest and the principal in
case the issuer is unable to do so.
This means that the debt owner is essentially taking on the risk of these guarantors,
where in the case of T-Bills, this is often the risk of the Treasury or Central Bank of
Iran.
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Iran Debt Securities Market - June 2017

Tehran Stock
Exchange

0.1

Market Value
(billion US$)*

Tehran Stock
Exchange

3.7

Iran Farabourse
(Junior Market)

5.2

Average Daily Trading
Value (million US$)

Tehran Stock
Exchange

140,038

Iran Farabourse
(Junior Market)

43.3

Average Daily Trading
Volume (bonds)

Iran Farabourse
(Junior Market)

573,310,341

* As of 28 June 2017

Value & Breakdown of Sukuk Issuance in Iranian Capital Market,2016/17* (billion US$)
0.28
0.46
0.55
0.62
0.66
0.85
1.04
3.57
Billion US$

Value & Breakdown of Sukuk Issuance in Iranian Capital Market, 2017/18** (billion US$)

0.07
0.09
0.00
0.00
0.00
0.00
0.00
0.00
Billion US$
* In 1395 Iranian calendar year (March 2016 to March 2017)
** In 1396 Iranian calendar year (March 2017 to March 2018)
All figures in US$ are converted from IRR at the free market rate, unless otherwise indicated.
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Annualized Return for a Selected T-bill1
Compound Return (%)

23.5%

Simple Return (%)
Bank Deposit,
Equivalent (%)

1

Snapshot of the Highest Yielding Debt Securtites1 - June 2017

22.1%

21.3%

Issuer

Type

YTM (p.a.)

Kordestan Cement Company

Participation Bond (Musharaka)

23.140%

National Iranian Oil Company

Participation Bond (Musharaka)

22.850%

Sabzevar Municipal

Participation Bond (Musharaka)

22.740%

Qom Municipal

Participation Bond (Musharaka)

22.730%

Mashhad Municipal

Participation Bond (Musharaka)

22.730%

Shiraz Municipal

Participation Bond (Musharaka)

22.730%

Qom Municipal

Participation Bond (Musharaka)

22.720%

Mashhad Municipal

Participation Bond (Musharaka)

22.720%

National Iranian Oil Company

Participation Bond (Musharaka)

22.700%

Joopar Passenger & Freight Trains Co.

Lease Note (Ijarah)

22.570%

This snapshot is a selection of the highest yielding securities with minimum one year maturity in Iran’s debt markets and should not be considered
as a solicitation or recommendation by Turquoise Partners.
1

Please note that most T-bills matures in less than one year.

Global Sukuk Issuance 2016 - Billion US$
Malaysia

Indonesia Cayman
Island

Iran
Pakistan

Turkey

Jersey

Iran’s T-bills YTM in IRR Term, Exchange Rate & Inflation Rate

Iranian T-bills YTM in IRR Term (%)
Iran Inflation Rate (Y/Y, %)
Iranian Rial Per US$ Exchange Rate (% Chg.)

Source: Tehran Stock Exchange - Iran Farabourse - Central Bank of Iran - Bonbast
All figures in US$ are converted from IRR at the free market rate, unless otherwise indicated.
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Current Snapshot of Funding Sources
• There are 71 different fixed income instruments listed on the Iranian securities markets.
• Of these 71, 24 are listed on the Tehran Stock Exchange while the remainder are listed on the Iran Farabourse.
• Both public and private companies can issue these notes. At the moment, these notes have been issued by
government entities as well as corporations.
Turquoise Partners Sovereign Bond Fund
• In order to take advantage of this attractive opportunity set, Turquoise Partners launched Iran’s 1st Sovereign
Bond Fund in early 2017.
• Given the idiosyncratic nature of the yield curve in Iran’s nascent fixed income market, the Fund is actively
managed and invests in a range of Iran’s listed sovereign-backed fixed income assets in order to deliver stable
and absolute returns over time.
• The fund will seek to return 15-20% p.a. net of fees, in local currency terms.
Please contact the Turquoise team for additional information on this opportunity.
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Foreign Direct Investment
Overview
Foreign Direct Investment (FDI) has been the subject of intense discussion between the Iranian authorities and the
private sector over the past 30 years. Iran launched a series of reforms at the same time as Turkey (see figure below)
where efforts to drive change were more ambitious and intensive. Turkey made impressive progress in attracting FDI in
the 1980s and ‘90s with major financial and economic reforms. With a third wave of reforms from 2000 to 2004, Turkey
began to register a significant influx of foreign investment from 2003.
Iran adopted a comprehensive strategy of market-based reforms with the government’s 20-year vision document and
the sixth five-year development plan for the 2016-2021 period. The plan is founded on three pillars: development of a
resilient economy; progress in science and technology; and promotion of cultural excellence. On the economic front,
the development plan envisages an annual economic growth rate of 8 percent, with reforms of state-owned enterprises
and reforms of the financial and banking sector. A raft of financial reforms in Iran is still required to generate an investment climate similar to Turkey’s. Based on experiences in Turkey, Russia and Brazil, an influx of investment into Iranian
economy and capital markets could double current levels of GDP.
Fully
Liberalized 6

Influx of foreign portfolio investment starts in 2003

Financial Liberalization Index of Iran and Turkey

5

Iran
Turkey

Limited inflow of
foreign capital

200-2004
Third wave of reform

4

3

1990-1999
Second wave of reform

2011-2015
Fifth FYDP
2006-2010
Fourth FYDP

2
1995-1999
Second FYDP
1

Fully
Repressed 0
1972

2000-2005
Third FYDP

1980-1989
Start of financial liberalization
1989-1993
First 5 Year Development Plan (FYDP)
1974

1976

1978

1980

1982

1984

1986

1988
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1998

2000
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2004

2006

2008
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FDI Inflows into Iran
As illustrated in the next page figure, FDI picked up between 2008 and 2012, reaching an annual average of 3.6 billion
US$. But in 2012, due to intensified economic sanctions, FDI declined to an annual average of 2.4 billion US$. Total
FDI for 2016 is officially estimated at about 3 billion US$, indicating that despite the removal of sanctions, it will take
more time for FDI to recover to its historic average. According to Mr Jamali, head of the Organization for Investment
Economic and Technical Assistance of Iran - the official governmental organization managing FDI proposals - 13 billion
US$ projects of FDI has been approved by the organization since sanctions were lifted.
Source: Tehran Chamber of Commerce, Ministry of Economy
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Iran FDI Inflow Breakdown

Billion US$

FDI (General Projects)
FDI (Specific Sectors with Authorized Licenses)
Foreign Direct Finance

Based on a comprehensive study by the Tehran Chamber, internal factors related to the Iranian business community
have contributed to low volumes of FDI:
•

•

The private sector is afraid of losing control over businesses: the Iranian private sector business community has
local dominance over their market share; they are conservative and less open to share their business with foreigners, fearing loss of control and management powers.
Lack of “soft infrastructure”: lack of proper documentation, transparency, standardization of financial information,
risk analysis, compliance regulations, insurance, legal support and availability of business operations information
in English are the key challenges facing the private and government sector.

Given these internal challenges, which are found more or less across many emerging and frontier markets, a study
by Harvard University shows that many multinational corporations are struggling to develop successful strategies in
emerging markets, not just in the Iranian market. “Institution Voids” and lack of “Soft Infrastructure” play a crucial role in
the failure of their business models and their inability to execute in new markets. However, firms that take the trouble to
understand the institutional differences between countries are likely to choose the best markets to enter, select optimal
strategies, and make the most out of operating in emerging markets. A good example of this could lie in the fact that
after the removal of sanctions, existing foreign and local investors in Iran were interested in investing higher amounts
or expanding their businesses in Iran, according to Mr Jamali. This trend shows that those firms already taking the
trouble to understand the “doing-business” difficulties in Iran and obtaining the necessary know-how are interested in
expanding their presence. According to Harvard University’s study, 61% of senior managers’ decisions to enter new
countries are driven by market size and growth. As it is shown in the following figure, a breakdown of FDI in general
projects shows the share of Foreign Portfolio Investment increased from 1% in 2006 to 7% in 2015.

Source: Tehran Chamber of Commerce, Ministry of Economy
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1%

31%

Foreign Portfolio
Investment

Direct FDI

2%
BOT

FDI (General Project)
Breakdown, 2006

65%

1%

Buy-Back

Civil Participation

7%

27%

Foreign Portfolio
Investment

Direct FDI

0%
BOT

FDI (General Project)
Breakdown, 2015

0%
Civil Participation

66%
Buy-Back

Source: Tehran Chamber of Commerce, Ministry of Economy
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Macroeconomic Data
Iran Macroeconomic Forecast

Iran Economic Data Calendar
Central Bank of Iran
87th Economic Trends for
the Fourth Quarter of 1395
(2016/2017)
Released: July 17, 2017
Central Bank of Iran
Selected Economic Indicators
For Esfand 1395 (2016/2017)
Released: July 10, 2017

Gross Domestic Product

Unit

2016/ 17

2017/ 18

2018/ 19

(Billion US$)

377

368

386

(%)

12.5

3.3

4.3

(Million barrels
per day)

2.4

2.5

2.6

GDP PPP Per Capita

(US$)

18,080

18,860

20,080

Private Consumption

(Billion US$)

194

214

237

Unit

2016/ 17

2017/ 18

2018/ 19

(% GDP at
market prices)

6.3

5.3

5.3

Overall Fiscal Balance

(% GDP)

-2.8

0.7

- 0.4

Fiscal Tax Revenue

(% GDP)

6.9

7.0

7.7

General Government Gross Debt

(% GDP)

35.0

29.2

26.1

Monetary & Banking
Sector Indicators

Unit

2016/ 17

2017/ 18

2018/ 19

Inflation

(%)

8.9

11.2

11.0

Broad Money Growth (M2)

(%)

29.5

22.3

16.6

Credit to Private Sector Growth

(%)

30.3

19.7

15.5

(Billion US$)

119

136

152

Unit

2016/ 17

2017/ 18

2018/ 19

Total Export

(Billion US$)

102.2

114.3

118.6

Oil & Gas Export

(Billion US$)

57.4

65.3

67.7

Import

(Billion US$)

79.4

96.0

100.6

Current Account Balance

(Billion US$)

23.8

19.6

20.6

Nominal GDP
Real GDP Growth
Crude Oil Export

Fiscal Balance
Current Account

Net Foreign Assets
External Sector

Source: International Monetary Fund - Iran Country Report, February 2017 - IMF Staff Visit Article IV Mission to Islamic Republic of Iran - Central Bank of Iran - Economic Trends No. 87 Fourth Quarter 1395 Iranian calendar year Central
Bank of Iran
All figures in US$ are converted from IRR at the free market rate
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About Turquoise Partners
Since 2005
Turquoise is a leading investment group based in
Iran that offers a full range of financial services to
select investors looking at the Iranian market. The
group operates across four core areas: investment
management, brokerage, corporate advisory and private equity/venture capital. Turquoise also manages
more than 90 per cent of all existing foreign portfolio
investments on the Tehran Stock Exchange. Its asset
management division offers an EU-regulated equity
fund tailored specifically to foreign investors and invests exclusively in the Iranian securities markets.
The fund is jointly advised by Turquoise Partners and
emerging market specialist Charlemagne Capital.
Firouzeh Asia, the group’s brokerage division, is the
market leader in foreign investment and execution,
and publishes English language market research,
news and analysis. In addition, Turquoise is the only
Iranian financial services group to have a significant
track record in private equity investing and currently
manages two listed private equity investment vehicles.
Turquoise’s corporate finance team offers a full suite of
advisory services including mergers and acquisitions,
restructuring, market entry and capital raising, for
international clients seeking to enter the Iranian
market as well as leading Iranian companies.
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Asset Management
Turquoise Asset Management has established an
outstanding reputation and robust performance track
record in the Iranian equities market. The group is
known as a leading investment firm with a strategy
of value investing and long term capital growth; it
specializes in attracting foreign investors to invest in
one of the most undervalued financial markets in the
world.
Our investment team is comprised of experienced
professionals with more than 20 years experience
across international and domestic financial markets.
Our investment decisions are guided and supported
by our investment and advisory committees, access
to detailed market information, and our on-the-ground
presence in Iranian financial markets over the last 10
years.
Our commitment to maintaining the highest standards, along with our long term growth strategy has
allowed us to gain an unparalleled reputation as the
leading asset management firm inside Iran.
Asset Management Division: Products & Services
Turquoise Partners launched Iran’s first equity
fund in May 2006, tailored for foreign investors.
With over 10 years of track record, the fund has
grown to be the largest foreign investor on the
Iranian capital markets. The investor base of this
fund is almost all European with a mix of institutional, family offices, high net worth individuals
and private professional investors.
•

•

In early 2017, Turquoise Partners launched the 1st
Sovereign Bond Fund with a target return of 1520% in local currency terms. The Turquoise Partners Sovereign Bond Fund is an actively managed strategy with low volatility that invests
in a range of Iran’s sovereign-backed fixed
income assets with the objective of delivering
high stable and absolute returns over time.
The fund adopts a concentrated approach,
utilizing a core portfolio of Iranian Government
bonds backed by the Central Bank of Iran
as the ultimate guarantor. Sovereign Fixed
Income securities include; Islamic Treasury
Bills, Ijarah Sukuk, Musharakah Sukuk & Murabaha Sukuks.

•

Having operated in the Iranian market for
over a decade, Turquoise has accumulated a
first rate database of market data and information. The firm’s electronic newsletter, Iran
Investment Monthly, has been consistently
published for over 10 years and has a wide
readership of over 3,000 investors and Iran
enthusiasts. This newsletter and other regular
research products of the firm, are the only free
source of English language research on the
Iranian economy and capital markets.

In 2015, Turquoise Partners and Charlemagne Capital launched the first EU regulated
alternative investment fund for Iran. This fund
is now operational and is open to global investors aiming to get exposure to the Iranian
market.

For more information about products and services offered by Turquoise Partners please contact: info@turquoisepartners.com
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Brokerage

Corporate Advisory
Turquoise is the leading investment group based in
Tehran. We have 10 years of transaction experience
on the ground in Iran and an extensive network of
partnerships and collaborations with international investors and leading global advisory firms.

Firouzeh Asia, the brokerage arm of Turquoise Partners, is the leading broker offering access to Iranian
securities markets for international investors. Over
the years, Firouzeh Asia, as a fully licensed brokerage
company under the Securities and Exchange Organization of Iran, has been a pioneer in servicing international investors as well as offering professional
services to its domestic clients. Firouzeh Asia has a
presence in four major Iranian cities: Tehran, Isfahan,
Rasht and Yazd.

Our corporate finance team is comprised of senior
Iranian and international bankers based locally and
in London. We deliver mergers and acquisition advisory, restructuring, market entry and capital raising services to international clients seeking to enter
the Iranian market. We also assist Iranian domestic Brokerage Division: Products & Services
corporates to access global markets through strate• Securities Dealing
gic partnerships. We seek to combine in-depth local
Online trading platform with live market data
knowledge and access with international investment
for all customers
banking best practices.
Telephone orders
Block trades
In cooperation with Turquoise’s market leading eqDedicated trading station for large customers
uity brokerage, we deliver capital markets services,
including public markets capital raising and structured
• Managed Accounts
products, to Iranian corporate clients and foreign and
Investment advice (institutional clients only)
domestic institutional investors.
Corporate Advisory Division: Products & Services
•

Advisory Reports: in-depth research reports tailored
to the corporate advisory division’s policies,
providing due diligence research on specific listed or non-listed companies and their sectors’ outlooks, in English.

•

Capital Market Advisory
Listing and IPO advisory
Fixed income securities issuance
and placement

•

Index ETF
Launch of Iran’s first index-linked ETF (TSE30 ILETF) in January 2015
Client portfolio management

•

Equity Research Report: an in-depth research
report tailored to the Turquoise Investment
Strategy which provides the latest developments in a selected number of listed companies (including their sectors), in English.

For more information about products and services offered by Turquoise Partners please contact: info@turquoisepartners.com
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Private Equity
Turquoise is one of the only Iranian financial firms
with a significant track record in private equity investing. Our investment team has been operating on the
ground since 2005 and has invested on its own behalf, with co-investment partners, and as a manager
in the most attractive growth sectors of the Iranian
economy. Transactions have included private investments in FMCG, financial services, real estate and
technology-based venture capital.
Our private equity capabilities include experience in
all phases of the investment process including market analysis, due diligence for investors in the Iranian
environment, interface with regulators and other governmental authorities, investment restructuring, exit
management and undertaking all the reporting and
investment monitoring expected of a private equity
fiduciary.
Private Equity Division: Products & Services
•

The Turquoise Group has made private equity investments both on its own and with
partners in a variety of sectors including consumer, financials, technology and real estate
amongst others.

•

Advisory Reports: in-depth research reports tailored
to the corporate advisory division’s policies,
providing due diligence research on specific
listed or non-listed companies and their sectors’
outlooks, in English.

For more information about products and services offered by Turquoise Partners please contact: info@turquoisepartners.com
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News & Views
Recent Research

Turquoise in Media

Iran Daily Market Update – July 2017
July 19, 2017
July 18, 2017
July 17, 2017
July 16, 2017
July 15, 2017

March 11, 2016 - Financial Times
“Is Iran really one of the world’s best investments”

Iran Weekly Market Update – July 2017
July 20, 2017
July 13, 2017
July 06, 2017

Read the full article

March 10, 2016 - Bloomberg Television
“Post-Sanctions Iran Offering Investing Opportunities”
Read the full article

February 28, 216 - Reuters
“Reformist gains in Iran elections clear way for business boom”
Read the full article

February 16, 2016 - Bloomberg
“Iran’s 20% Yields Tempt Charlemagne as Tehran
Returns From Cold”
Read the full article

February 14, 2016 - Reuters
“Defying global slump, Iran stocks soar on sanctions
relief”
Read the full article

January 28, 2016 - Euromoney
“Sanction removal unveils Iran currency hopes”
Read the full article

January 23, 2016 - International Business Times
“The Iran rush: European and Asian firms on starting
line as sanctions are lifted”
Read the full article
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Turquoise Partners
No. 10. 7th St. Khaled Eslamboli (Vozara) Ave. Tehran, Iran
Tel: + 98 21887 26 681 Fax: +98 21 881 07 746
Email: info@turquoisepartners.com
Firouzeh Asia Brokerage
5th Floor No. 11, Mirza Hassani St. Ghaem Magham Farahani Ave. Tehran, Iran
Tel: +98 21 881 06 106 Fax: +98 21 881 07 746
Email: info@firouzehasia.com

DISCLAIMER
This document has been issued by Turquoise Partners for information purposes only and is not to be construed as
a solicitation or an offer to purchase or sell any security or other financial instrument or to any particular category of
investors in jurisdictions in which such an offer or solicitation to the public or to any particular category of investors
is illegal. Although the material in this report is based on information that Turquoise Partners considers reliable,
Turquoise Partners does not make any warranty or representation (express or implied) in relation to the accuracy,
completeness or reliability of the information contained herein. Any opinions expressed herein reflect a judgment at
the date of publication and are subject to change. Turquoise Partners accepts no liability whatsoever for any direct,
indirect or consequential loss or damage of any kind arising out of the use of all or any of this material. Where
Turquoise Partners provides information in the document, it is provided exclusively for information purposes. The
information does not constitute any form of recommendation related to the personal circumstances of investors or
otherwise, nor does it constitute any specific or general recommendation to buy, hold, or sell financial instruments
and does not thus create any relationship between Turquoise Partners and any investor. The document may not
include all the up-to-date information required to make investment decisions. Other more accurate and relevant
sources of information may exist. Investors should thus diligently inform themselves about the chances and risks
of the investments prior to taking investment decisions. In addition to the financial aspects, this should include, in
particular, the legal and tax aspects of the investments. It is strongly recommended that any potential investor should
contact a financial adviser and, where required, a lawyer or tax adviser. Furthermore, it should also be considered
that the future performance of financial instruments and their return cannot be inferred from their past performance.
The value of investments may go down as well as up and investors in financial instruments should be capable of
bearing a total loss of investment. Neither Turquoise Partners nor any third party content provider shall be liable for
any errors, inaccuracy, delay or updating of the published content of the provided document. Turquoise Partners
expressly disclaims all warranties as to the accuracy of the content provided, or as to the use of the information for
any purpose, as far as legally possible. This material is for the use of intended recipients only and neither the whole
nor any part of this material may be duplicated in any form or by any means. Neither should any of this material be
redistributed or disclosed to anyone without the prior consent of Turquoise Partners. PERSONS DOMICILED, RESIDENT OR BASED IN THE UNITED STATES OF AMERICA ITS TERRITORIES OR POSSESSIONS OR WHO MAY
OTHERWISE BE CONSIDERED AS UNITED STATES PERSONS, INCLUDING REPRESENTATIVES OF UNITED
STATES COMPANIES OR NON-UNITED STATES SUBSIDIARIES OF UNITED STATES COMPANIES SHOULD
NOT CARRY OUT ANY ACTION IN BREACH OF U.S. SANCTIONS LAWS.
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