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THE LIFTING OF international nuclear-related sanctions on 16th
January 2016 represented a significant step forward in terms of
Iran’s re-engagement with the international community, and re-
entry into the global oil and gas market. Iran has announced
ambitious oil and gas production targets, and has produced a list of
50 oil and gas projects, worth an estimated US$185bn, which it
plans to offer to foreign investors. However, despite these positive
developments, a number of barriers to entry remain for investors in
the post-sanctions environment, which may restrict Iran’s ability to
increase its output in the short to medium term. 

Positive outlook for offshore drilling and production
Iran’s offshore production is forecast to rise significantly over the
2016-2022 period, due mainly to additional output from the giant
South Pars field. These are key findings from Douglas-
Westwood’s Iran Oil & Gas Market Forecast 2016-2020. Overall,
South Pars is expected to account for an additional 1.7 mmboe/d
in natural gas output over the next six years. Additional natural
gas production is also expected to come from key projects such
as the Lavan and Forouz B field developments. Total offshore
liquids production is forecast to rise at a four per cent CAGR over
2016-2022, with output peaking at 1.9mn bpd in 2019. Additional
projects contributing to this rise in production include the Abouzar
and Forouzan field developments. 

Offshore drilling activity in Iran has declined over the previous
four years, following the tightening of international sanctions in
2012. Notably, the number of offshore development wells drilled
declined by 21 per cent over 2012-2015. This trend is expected to
be reversed over the next two years, with the total number of
offshore development wells drilled forecast to rise by 82 per cent
over 2016-2017. Post-2017, DW expects to see a decline in offshore
drilling activity, with the majority of key offshore projects due to
have come onstream by this point. Subsequently, the number of
offshore development wells drilled is forecast to decline by 26 per
cent over 2017-2021. An uptick in offshore drilling activity is
expected towards the end of the forecast period in 2022, driven by
the delayed Phase 11 of the South Pars development, as well as
smaller projects such as the Hormuz and Alfa field developments.

Despite this positive outlook, DW’s drilling and production
forecast for Iran remains relatively conservative when compared to
the government’s target of increasing total oil production to 5.7 mn
bpd by 2018 and gas production to 9.2 mmboe/d by 2021. Notably,
Iran’s nuclear-related activities remain subject to a monitoring
period of fifteen years under the terms of the Joint Comprehensive
Plan of Action (JCPOA) signed in 2015. Therefore, there is the
potential for sanctions to ‘snap back’ and be re-introduced, should
Iran fail to meet its commitments under the agreement. Moreover,
despite international nuclear-related sanctions having been lifted, a
number of bilateral US sanctions against Iran remain in place. A
degree of uncertainty also remains surrounding the structure of the
new Iranian Petroleum Contract (IPC). 

Katy Smith, Douglas-Westwood, offers a positive outlook for Iran’s offshore oil production,
based on the market research consultancy’s Iran Oil & Gas Market Forecast 2016-2020.

Prospects for Iran’s offshore 

oil production

Iran’s offshore production is forecast to
rise significantly over the 2016-2022 period.
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