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Iran Mercantile Exchange Quarterly Report

s the period for the IME's
vision plan is coming to
nendinthe Iranianyear

1399 and with regards to the
SEQ's strategic plan having been
updated (1397) as well as dramatic
changesinbusiness environment,
including intensification of
political and economic sanctions
againstlran, emergence of new
technologies, enforcementofaplan
to hamper price control polices,
listing of the IME on the Tehran
Stock Exchange, launching of new
financial instruments like reverse
auction trades and debt securities,
the IME decided in 1398 to revise
its strategic plan, said Hamed
Soltaninejad, the IME CEO.

4 IME Quarterly
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The otherfactors withamajorrolein
preparation the new strategic plan
he added were the IME generating
lessincome due togold coinfutures
getting delisted from the exchange
and the decrease intrading fees
for some assets, along with other
areas capable of gettingimproved
inthe new plan like employing the
balanced score card assessment
model (BSC)andriskmanagement
approaches.

A committee was established
with board members and high
ranking officials of the company
and experienced experts in the
field attending, and after holding
8 sessions toreview andrevise
the previous strategic plan along

with 33 taskforce sessionsin this
regard and 92 sessions held by the
executive team ,the newonewitha
vision forthe nextfive years up until
1404 was written.

According to Soltaninejad the
outcome of all these efforts were
thatthe previous strategic planwas
probed to find the potential flaws,
the company's vision, missionand
values were revised and updated,
decision makers came toadeeper
understanding and analysis of the
IME's beneficiaries, internal and
external factors influencing the
IME's running (weak and strong
points as well as opportunities
and threats) were investigated,
future plans were prioritized , how



much the company's strategies
areinline with those of the SEO
and the Ministry of Economics was
evaluated and finally initiatives
the IME is about to take including
projects and process improvement
measures were outlined.

He explained thataccordingtothe
new planthe IME's missionis to
become the main reference of price
discoveryfor strategiccommaodities
and provider of various services,
relating to commodities and
commodity-based securities, to
manufacturers, businessmen and
capital market participantsin a
fair, competitive and transparent
atmosphere. To accomplish
the mission, the IME employs
brilliant staff and state-of-the-art
technologies and tries to extend
its markets beyond the borders of
the country along with fulfilling the
needs of the domestic market.
Astothevaluestobe observedin

the IME, he stressed on fostering
a fair competitive atmosphere for
trading and encouraging unification
of executive procedures and the
IME's concern for observing rules
and regulations and promoting
professionaltransparency.

He added that the IME puts
especial emphasis on productivity
and efficiency when it comes to
managing resources and considers
being committed to moral and
religious values, personal aptitude
and technical competence, honesty
and trustworthiness as criteria to
employ its staff, forwhom the IME
provides mechanisms toimprove
their skillsand act more creatively.
Alsothe companytriestoinspireits
stafftobe accountable to customers
andfeelrespectforthem. Fostering
integrity in providing services is
another principle taken seriously
which along with all said above
is to prepare the groundwork for
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the exchange to fulfill its social
responsibilities and pay its share
toimproving the national economy.
In his final remarks, Soltaninejad
explained that the IME aims to
increaseits operational revenues,
foster more satisfaction among
beneficiaries, deepenits markets
viamarketing plans, interact more
effectively with other entities,
and develop more sustainably
through systematic branding.
Furthermore, the IME continuously
and consistently enhances systems
and methods sothatitcan come up
with more quality services. What's
uniquetothe new strategicplan, the
CEO ofthe exchange continued,
would be completing the IME's
value chain for products it already
tradesandtostepintonewbusiness
realmsaswell,inordertodoits part
inrealization of the year's motto,
"pickup in production”, which willbe
unveiledinthe nottoodistantfuture.
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Measures IMEIS abhout
to Take in Line with Year's

storealization of the motto
"Pickup in Production"
chosenby Iran's Supreme

Leader for the lranian year
1399, the CEO of IME said that
it entails everyone in the country
cooperating for their long-term
interests.

He explained that the IME has
the planstoreview and enhance
the infrastructure available on the
exchange sothatitcould provide
its beneficiaries with better services
andtoreachthatgoal we are going
totapintothe ideas and knowledge
of beneficiaries and experts.
Launching trades for surplus non-
transferable properties of banks
and the governmentin order to
revive their stagnantassets and
to enhance their transparency,
launching amulti-stage settlement
system with the aim to develop
long-term trades, providing the
groundwork for more continuous
offerings and giving the producers
anassurance thatthey can procure
their raw materials, which has
always been a source of worry for
them, viathe IME's physical market
are among the mostimportant
programs of the exchange in the
currentyear.

He also mentioned thatdeveloping
premium trades with the aim
to make sure commodities to

be produced in the future will be
sold, increasinginteractions with
the banking system to provide
financing resources for traders of
SALAM contracts againstlow-cost
collaterals, expanding the market
fortrades of commodity depository
receipts in order to securitize the
commodities stored in warehouses,
developing the IME's futures
markets as a price risk coverage
instrument and cooperation with
Parliament's Research Centre to
prepare the draft for the national
law of warehousing with the aim to
expand warehousing across the
country will be otherinitiatives to be
dealtwith by the IME in the same
year.

IME Quarterly
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Transnational Role in Collaboration
with Foreign Entities
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shapour Mohammadi's
Term as Chairman of SEQ

hapour Mohammadi
submitted his resignation
inMarch 2020 afteranearly

4 yearterm running the Securities
and Exchange Organization of Iran.
Within the current hijriyear (20
March 2019 to 20 March 2020)
issued the permit for the IME
tolaunch a trading floor for the
IME's brokers inAras free trade
zone. The IME also launched
trades of optionsand CDRs on
saffron.

Anotherimportant event for the
IME within the same year was
opening of a symbol on the first
floor of Iran Farabourse market
for trading the IME's shares.
Moreover, the IME started
physicaltrades of pistachios with
Minister of Economics, head of
the economic committee of Majlis
and the chairman of the SEO
attending the opening ceremony.
In the hijriyear 1395, within
Mohammadi'stermin SEO, the
IME listed 73 warehouses to
implementarticle 33 ofthe Law
of Increasing Productivity of
Agricultural Products for barley
and maize in the whole country
as well as issuing standard
parallel SALAM contracts

IME Quarterly
Summer 2020, Vol. 20
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worth 27 thousand billion rials
asameanstoraise fundsforthe
government.

In 1396 the IME witnessed
listing of 11 new underlying
assetsand 95 new warehouses
as well as inauguration of an
online trading system for
derivatives called VIDEX.
First agreement purchase
contracts by the governmenton
the IME, underwriting of 3gold
coin funds, launching CDRs
and futures on pistachios,
initiation of trades of wheat
based on article 33 ofthe Law
of Increasing Productivity
of Agricultural Products,
launching premium trades,
initiation of the secondary
marketforthe Lotus gold fund
and signing an agreement
between Iran's and India's
commodity exchanges
for trading products like
bitumen were among
other events which
occurred during histerm
in 1396

In 1397 the IME had its
shares traded on the
TSE for the first time.
The exchange also




listed 18 new warehouses and
new bank vaults for storing and
delivery of gold coins. There
were also options and futures
contracts launched on saffron
inthe same year. Furthermore,
97 investment funds based
on securitized gold coins
started trading on the IME after
obtaining necessary permits
fromthe SEO.

1397 was an exceptional year
for the IME as the exchange
took the first place among
other entities within Iran's
capital market as to both
value and volume of trades;
thanks to supports the IME
received from the revered
Chairman ofthe SEO, Shapour
Mohammadi.

In 1398 the IME held the
ceremony of launching CDRs
and futures on cumin seeds.
Lateron, the IME signedan MOU
with Iraq Securities commission;
establishing a commodity
exchange in Iraq with the help
of Iranian experts was among
the itemsincluded in the MOU,
in order to facilitate exports and
imports between the countries.

Moreover, two official ceremonies
forlaunching trades on spotand
derivatives trade of pistachios and
saffron were held inthe IME.

All that's said speaks of the
support ofthe SEO, which was
being administered by Shapour
Mohammadi at thattime. He
paid his share of contribution to
Iran's capital market. Now it's
time for his successor Hasan
Ghalibafwho is a talented and
trusted figure in our capital
market to do his bestto move
the SEO forward during these
hard times.

IME Quarterly
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Shasta Holdings Products
to Be Offered on iran
Mercantile Exchange

hairman of [ran chamber
of cooperatives believes
that offering commaodities

produced by Shasta's subsidiaries
on the IME along with its shares
on the equity market will bring
about maximum transparency to
the holding both financially and
commercially, having an overall
influence on the country's economy.
He insisted thatthe government
used to pay lip service as to
publicizing companies under
its ownership, but with Shasta
the government decided to
finally keep its word by offering
its shares on the TSE, which
was a positive and constructive
measure.

These companies he added are
eitherloss making or not making
as much profit as the size and
value of them entails. Hence, not
only didn'tthey take any burden
offthe government's shoulders,
the government has to inject
funds into them to help them
stand on their feet. Therefore, if
they go public, the government
will be free of the problem of
providing them with annual
budgets and saveits finances for
cases with higher priority.

He also said that until now
we have been witnessing a
non-transparent atmosphere
in sales of products of some of
the subsidiaries of Shastaand

12

IME Quarterly
Fall 2019,Vol.18

in case they are obliged to offer
their total productions merely on
the Iran Mercantile Exchange,
the rent seeking issue will be
eliminated and their market will
be revolutionized, although even
now that part of their products
are sold on the IME, the market
has paved alongwayinterms
oftransparency as compared to
previous years.

Abdollahihoped thatthis willbe a
harbinger of a process for state-
owned companies to go public.
This way we will have a much
bigger private sector with less
companies running atloss. With
the governmenthaving asmaller
share in the economy, resources
willbe used optimally, whichinturn
leads to asurge in production and
aboomingeconomy.
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ldle Gapitals of Producers Get Liguid
through Debt Securities Traded on
Iran Mercantile Exchange

16

hiefexecutive officer ofthe
National Development
Investment Group

Company,Amir TaghiKhan Tajrishi
said thatwe have beenwitnessing
launching of new financial
instruments on various exchanges
in Iran within the previous year.
Amongthem are debt securities
which will help producers to
liquid theiridle capitals. In other
words, they can securitize their
outstanding claims and sell them
onthe market.
Accordingtohimlastyearwasa
timetobreakallrecords sothatthe
marketindex broughtabouta 200
percentyieldfortheinvestors while
other markets like the gold and
foreign currency markets did not
have muchappealtothem.
Lastyearhe added wasreplete
with unsystematicrisks for the
marketbutthe surge ofthe capitals
by peopleintothe marketandtheir
increasing eagernesstoinvestin
the stock marketled to a very big
growth inthe market so thatthe
number of trading codes wentup
to 13 million, held mostly by real
shareholders

Tajrishi explained that while
everyone was focused during
the lastyearon the stock market
index, there were various
financial instruments launched
on exchanges like options and
futures contracts on portfolios.

IME Quarterly
Summer 2020, Vol. 20

The mostimportantone, however,
unfortunately notreceiving the
attentionitdeserved due tothe
coronavirus pandemic, was the
obligatory sales, or so-called two
sided trades, which werelaunched
onafewsymbolsand preparedthe
groundwork forrisk management
in markets which were now more
appealingtoinvestors.
Evenwhenthe marketis bearish,
he added, thisinstrument could
help the investorto make profiton
the condition they dotheirtrades
based on market analysis. The
two sided market, in addition to
yielding profitfortraders, prevents
crowded queues for buying or
sellingand make the marketmore
liquid. Moreover, it does not let
bubbles to create in the market
in times that prices are moving
upward.




He also spoke of an instrument
running on the electricity ring of the
Energy Exchange, whichis called
the capacity certificate. Itopens up
the opportunity forthe private sector
toinvestinbuilding new power plants
and takes the burden of spending
budgets onit offthe government's
shoulders.

Another one he said is the
commodity debtsecurities launched
on the IME, helping producers
with the financing needs through
securitization of their outstanding
claimsandsellingthemonthe IME.
Tajrish continued thatthe currenthijri
year, 1399, could have enormous
risks, the mostimportant of which
probably the coronavirus. Ithasled
tocomplete lockdownsin numerous
markets around the world, leaving
them with an 8,000 billion loss in
theirvalues altogether. Commodity
and stock exchanges might go
through the same detrimental
situation unless a solutionis thought
of. Another risk posed to such
markets is the escape of capitals
under various pretexts and the rise
of speculation on parallel markets.
He then explained thatifthings get
worse and we will be experiencing
noincreaseinforeign currency rates
form one side and control of inflation
and cash flow on the other, the index
mightgo down by afew percent, but
withinflation of more than40% and
increase in rate of dollar against

trial, our stock marketindex will go
up by 30 percent, in spite of relative
decreasein global marketrates, or
upto50% if global prices getbetter.
In the current situation he insisted
thatinvestorsin our stock market
should pay attention to various
factorsincluding concepts like risk
and expected rate of returnin the
market, learning principles oftradein
stock markets fornewcomers, paying
attention to outcomes oftechnical
and fundamental analyses, using
instruments like investment funds,
portfolios orexchange trade funds for
novices, taking advice from experts,
monitoring national and global
macroeconomic variables, buying
portfolios instead of single shares
in order to mitigate risks, avoiding
emotional and herd behaviorin the
stock marketand havingalong-term
view and expectation ofthe market.
Finally, he talked abouttheinitiative
taken by Iran Farabourse toissue
two symbols of Corona1 and
Corona2 which make use of crowd
funding as an instrument to act
like a charity for helping the poor.
Real andlegalinvestors could buy
10 thousandrial securities in an
unlimited numberand giveahandto
those whoare underseverefinancial
pressure due tothe pandemic. This
way Iran's capital market, whichis
very dynamicthese days, has been
able tofulfillits social responsibility in
currenthardtimes.

IME Quarterly
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The Gold Coin Vault of Ayandeh Bank
to Start Operationvery soon

The board member of the
Ayandeh Bank unveiled
the bank’s decision to
launch its gold coin vaultin the
week to come with the storage
capacity of 150 thousands of
coins. The vault will serve the
CDRtrades participants as the
warehouse of the underlying
commodity inthe IME.

Ali Saeedi shared the news
stating thatthe vault would start
receiving gold coins from the
customers and issuing CDR
securities as of the upcoming
week to reopen the trading
symbol under the Ayandeh
Bank’s name in the exchange
platform. The bankisin the final
stage of getting the approval
of the exchange to reopen the
symbolas promptly as possible.
To this effect, Ayandeh Bank is
tryingtojoin one ofits vaults near
Tehran’s gold marketin bazarto
the CDR storage network of the
IME anditis planning to open up
additional vaults in other cities
complying with and operating
under exchange standard
practices.

M Turning assets to securities
As to the merits of asset
securitization and the financial
instruments Saeedi said one
of the great potentials of the
capital marketis the ability of
securitization of assets soifwe
securitize as much commodity
and underlying assets of interest

18 IME Quarterly
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to investors as possible, the
asset management industry
will grow larger in the country.
The gold coin is one of the
commodities highly interested by
many; however, investingin the
traditional and out-of-exchange
marketofgold coin carriesitsown
challengeslike assaying, security
in storage and transfer of the gold
and above all the risks of non-
transparenttrades. According
to Saeedi such hazards can
be addressed and mitigated
through financial solutions of the
exchange including Commaodity
Depository Receipts (CDRs).
The solution relieves the
concerns oftheinvestors asthey
canrestassured aboutthe gold
coin purity and genuineness and
trades are carried out online.
Moreover, such transactions are
registered and the government
takes its dues from upon
settlementoftrades.
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M Diversification ofinvestment
portfolio

It is worth noting that by
issuing CDR on an underlying
commodity it will gain the
potential of being added to the
investment portfolio ofinvestors
so the portfolio managers can
shape up a portfolio of diverse
assets for their customers and
manage portfolios in a much
better fashion by this new service
tothe market.

M Providing finance for the
agriculture sector

The member of the board of
directors of Ayandeh Bank
highlighted the significance of
the CDRin agricultural sector
and said, in the agriculture
market of saffron forinstance
farmers can deliver their
produce to the exchange’s
licensed warehouses and can
receive the warrant after the
product passes the quality
controls and gets storedin the
warehouse. The farmers can
use the CDRtoraise finance by
pledgingthereceiptas collateral
to getloans from banks. The
Ayandeh Bank is planning to
launch this service for farmers
and warrant holders of saffron
CDR andto extenditto other
agriculture products.

M The exchange not blamed
fortheriseinprices

Astothose who putthe blame of
priceralliesin the traditional gold
coin marketon the exchange’s
CDR platform, Saeedisaid they
have misconceived theissue as
the CDRis a market operating
on cash spot platform of the
exchange and they have taken
itwrongly for the future marketas

the prices inthe futures markets,
leveraged and offered forafuture
date, are different from those of
the traditional markets in nature
sothey have considered such
differencesin the pricesas a
signal sentby futures or CDR to
the traditional marketleading to
pricerise. The misunderstanding
isrooted in the factthat CDR
trades are cash trades like
traditional market except for
itis traded on an organized,
transparent, regulated and
official market. Itis worth noting
that for each and every coin
depositedin the banks’ vaults
areceiptwill be issued so the
exchange market has an edge
by having transparency and
trustoverthe traditional market.
Therefore, forand equal to the
numbers of coins stated on each
receipt, there will be physical gold
coinsinthe exchange’s vault.

B The policy maker must
be vigilant to safeguard
transparency

The board member of the
Ayandeh Bank believes that
such claims are lodged by those
who are againsttransparency
so the policy and decision
makers should be cautiousin
the face of such false claims
thathave aimed transparency.
“I recommend the central
bank to transfer all cash spot
transactions of this capital
asset to the Iran Mercantile
Exchange and its CDR platform
inordertomaintainandincrease
transparency in gold coin
trading thereby normalizingand
balancing the marketto witness
asmuchtransparency andfacility
ingold coin trades as possible”
said Saeedi.
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amidreza Mehravar, a
H seniorexpertinthe capital
market, said: "The fact
that a valuable commodity such
as gold coins are priced in the
capital market under the law of
supply and demand, contributes
totransparency andimprovement
of the market; and atthe same
time, the traditional gold market
participants can be active in the
financial markets and take profit
fromthese marketsinatransparent
manner. He believes that now,
accordingtothe experiences ofthe
period after the cessation of gold
coinfuturestrading, we mustmake
up for the lost time; because the
IME, withits transparency and the
goldenrule of supplyanddemand,
helps determine the intrinsic
and fair value of gold coins and
weakens speculators.
Thetrading of gold coin onthe IME

* _— h'__._ e~ o =
Compensate for'Losses in'Gold™
- -
Coin Market by Re-launching
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has been full of ups and downs for
some time. Whenever the price ofa
gold coinfluctuates, its transactions
in formal forms (through the IME)
are also overshadowed and some
mechanisms and price controls
are defined for it, which, although
in the short term may satisfy the
policymakers, inthe long run not
only is notinline with supply policies
on the IME, it also opens the door
for speculators to abuse the non-
transparentmechanisms.

Of course, thisis notunprecedented,;
since two years ago, when some
policymakers and market participants
linked the rise in the price of the gold
coinin the free market to the gold
coin futures contracts on the IME
and then stopped the trade of the
contract, itwas clearthatthis solution
was unprofessional and doomed to
failure. Because the price of gold coins
continuedtoriseinthese two years;
while trading on the IME could make
the pricing process of this product
transparentand attractalarge amount
ofliquidity.

Hamidreza Mehravar, a senior
expertin the capital market said: "In
the exchange, the assetvalue of any
productis closertoits realandintrinsic
value. Soone should notthinkthatthe
stock market makes a product more
expensive; rather, all over the world,

when the price of a productis to be
transparent, they use efficient tools
such asthe exchange, becauseitis
precisely inthe exchange marketthat
the pricing criteria, whichis the supply
anddemand, comesintoplay.

He added: "If the supply of a
commodity is lowerthanits demand,
itis boughtand sold aboveits intrinsic
value, or when the supply is high,
it can be bought below the price;
butinanormal situation, the actual
price is obtained. However, in some
unprofessional analyses, some
officials attributed the price of gold coin
tofutures contracts and removed this
type oftransaction fromthe market.
Mehravar said: "Those who have
created a monopoly in the gold
coin market are not interested in
another system such as the IME

which can break up theirmonopoly
using financial instruments and
also making the process of price
discoverytransparent.”

He stated: "These speculators have
controlled the gold coin market for
many years and setthe prices, and
unfortunately they are still trying
to control the marketin the same
traditional and unclear way. Under
these circumstances, they certainly
welcome the closure of the gold
coin futures market; because
theirmostimportantand modern
competitorhas beenremoved from
the market. It should be noted that
the presence of gold and many
other commodities on the world's
commodity exchanges has paid
off, and most countries use this
mechanismintheirtrade.”

IME Quarterly
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Hemmati's Order to Organize
a Working Group to Re-Launch
Gold Coin Futures GContracts

he member ofthe Securities
Tand Exchange High

Council announced the
order of Abdul Nasser Hemmati,
Governor of the Central Bank of
Iran, to organize aworking group to
study the development ofgold coin
transactionsin the form of financial
instruments and torestartthe gold
coin futures contracts on the Iran
Mercantile Exchange.
Regarding the possibility of re-
launching gold coin futures trading
on the IME, Shahin Cheraghi
said: "The capital market of Iran
understands the central bank's
concerns aboutthe gold coin market
and the sensitivities of trading on
this valuable commodity. Since in
some commodities such as gold
coin, itis notjustthe commaodity itself
that matters, but the effects that
the commodity can have on other
markets and the economy, therefore,
the central bank's concerns in this
regard are truly important.
Cheraghiadded: "Inone ofthe recent
meetings of the Securities and
Exchange High Council, the Governor
ofthe Central Bank regarding the
gold coin transactions in the form of
financialinstruments and re-launching
the gold coinfutures contracts onthe
IME ordered to organize aworking
group forfurtherinvestigation and to
buildanunderstanding.”
According to the member of

IME Quarterly
Summer 2020, Vol. 20

22

the Securities and Exchange
High Council, by holding joint
meetings and understanding
the concerns of the money
market watchdog, we canreach
acommon pointinthe gold coin
market and develop financial
instruments based on this asset
inthe capital market.
"Fortunately, the Governor of the
Central Bank has a positive view
towards the capital marketand has
actively supported the capital market
inrecentmonths," said Cheraghi.
He expressed hope that the result of
jointmeetings between experts and
managers of the capital marketand
the Central Bank will definitely reach
afavorable pointand said thatitis
expected that gold coin futures will
be launched inthe Iran Mercantile
Exchange.
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epresentative of the Torbat
RHeydarieye City to Iran's
Parliamenttalked aboutthe
possibility of launching a portfolio
management fund for saffronin the
Iran Mercantile Exchange which,
according to him, would be away to
safeguard saffron farmers and the
saffrontobe sold atrealandfairprices.
He explained that currently the
saffronindustryislacking an efficient
organization to protectthe interests
offarmers and producers, whichisa
problem notonlyin cities that saffron
is native tothembutalso alloverthe
country.
This entails thatwe create an efficient
organization based on law which is
overarching andfinancially powerful
and with the capability of decision
making. Although we currently have
the saffron cooperative which is
active, ithas several shortcomings
andisindire need of strengthening
soitcantake care of the interests of
saffronfarmers.
Zangeneh then pointed out the
outstanding claims of farmers from
the rural cooperative and said that
apparently the cooperative has

Iran Mercantile Exchange Quarterly Report

boughtmore saffronthan the budget
allotted toit, which has putthemin
trouble payingtheirdues. Yet ithas
been stipulated thatthe farmers are
going toreceive their claims by the
endofJuneatthelatest.

He also mentioned that the Iran
Mercantile Exchange has agreed
tolaunch a portfolio management
fund on saffron which would play
asignificantrole in protecting the
rights of saffron farmers. The farmer
would notonly get the profits gained
from selling their product but also
enjoy the revenues generated by
such funds.
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embertothe Confederation
of Iranian Industry insisted
thatone ofthe most effective

ways to eliminate unnecessary
middlemen to make the market of
agro-products more productiveisto
exploit the potential of the IME and
prepare the groundwork for moving
towards self-sufficiency in the
agriculture sector.
He explained that the food industry
accounts for more than 10% of the
whole added value in ourindustry.
Inthe Iranian year 1397, in spite of
sanctions against Iran, our exports
infood industry reach to 5.5 billion
dollars, whichisaremarkable amount.
Furthermore, the food industry
accounts for 16.8% of all industrial
jobs in our country and could be
increased in case of being paid more
attention to. Regarding the visionwe
have gotforthe Iranian year 1404,
we have the plans to produce 300
million tonnes of agro products by
then, which speaks of itsimportance
and its leading role in economic
developmentofthe country giventhe
critical situationwe are currentlyin.
He added that our domestic
production of agro-products can
meetmore than 95% of our domestic
needs, with 130 million tonnes of
annual production by our producers.
Karim Tafreshimade a comparison
inthis regard with our neighbors and
said that statistics show that Gulf
countries have imported 77% of the

food from abroad and the value and
volume of their food imports have
grown respectively 11.2 and 8.7
percentfrom 2009 to 2014. Saudi
Arabiais on the top of the list with 62%
ofthe whole 35 million tonnes of food
productsimported by these countries
and Emirates with 19.4%, Kuwaitwith
8%, Omanwith 5.1%, Qatarwith4%
and finally Bahrain with 1.5% come
next. Astothefactandfigures of our
importsinfood products he then said
thatthe value ofimports have beenup
to 1 billiondollars every year, which
has been decreased this year by 30
to40percent.

He then elaborated on difficulties
we are grappling with like foreign
currency fluctuations  and
directives and bylaws that appear
outof nowhere, which speak of not
thoroughly studied policies. He added
thatdue to sanctions alot of foreign

manufacturers hesitate toenter long-
term contracts with our producers
and prefer to sell the equipment
we need in cash. Onthe otherside,
sanctions cause delaysin delivery of
such equipment. Allthese have led
to predicaments for those who are
activeinthis industry, with their profit
margins atthe lowestlevel and their
production costs atthe highestlevel
everrecorded.

He finally suggested thatthere are
twoways to alleviate the problems of
food industry. Firstof allwe need to
getconcentrated on exports of agro-
products in which we have relative
advantage like saffron instead of
importing products like watermelon
and secondlywe can use the capacity
ofthe Iran Mercantile Exchange to
offer our products directly so that
farmers have more of the profitsin
their pockets notthe middlemen.

| 25
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WWarehous

tojiMEsiDevelonment

EO of Donya Investment
Development Brokerage
e claborated on the key role

sectorin|r
systematic warehousing mechanis
and launching of commodity
depository receipts contracts.
Hasanali Besharat Ehsani
believes that the key factor that
completes the production chainin
agricultural commoditiesinlranis
the warehousing system which has
beeninitially developed by the IME in
combinationwith CDR contracts, both
ofwhichinneed ofexpansionoverthe
exchange.

Besharati, as a high ranking expert
within Iran capital market, insisted

viaimplementation of

r
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elME have playedinrecentyears

on fact that there will be more agro-
commodities listed on the IME with
much more participants attending
on the condition the IME works on

financial and derivatives instruments
and listing more underlying assets
speaks of the impressive role this
entity will be playing in the country's
economyinthe nottoodistantfuture.

He explained that all over the world
there are futures or options contracts
with specific standards launched
on products like the wheat, which
are ameans for price discovery of
the product and a tool for mitigating
the risks involved in production and
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.—: trade of it. As there is high degree

of conv%rgence in pricesr of various
types of wheat, futures or options
contracts on even a single type of
this product could help farmers to
estimates the price at which they
could sell other types of wheat they
produce. That's how consumers can
plan their consumption of wheat for
ayear, forexample, base

prices discoveredonth

are witnessing that prices for agro-
products are notdiscovered based
on the fundamentals of supply and
demand and we are still dependent
ontraditional methods. However, if
we take modern approaches oftrade
notonly producers and consumers
butalso speculators and investors
could predict prices and also cover
theirrisks using financial instruments
availableinthe marketand makeita
deepone.

He also mentioned that we
unfortunately apply price control

:

financialinstruments. Hov

are suffering less form such policies
with rega;d,F to strategic and expori
commodities. In spite of our policies
which do not comply with standard
policiesonaninternationallevel, we
canuse the potential of the IME with
launching more commodity based
securities so that we can enhance
the volume of trades for our agro-
products on it and prepare the
groundwork for a more developed
exchange.
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of Red Tape

he Export Guarantee Fund of
Tlran hasrecentlyinaugurated

aplanwithtenitemsinline
with the Pickup in Production Policy
ofthe hijriyear 1399, among which
is facilitating export of goods on the
IME and the IRENEX within long-
term contracts. A capital market
expert, Hasan Rezaie, said that if
we come to see akind of cooperation
and compliance in services among
the Customs, the Central Bank, the
Export Guarantee Fund and the
IME sothatthey can work together
in anintegrated manner, exporter
will have access to all permits and
approvals needed for exporting their
goods on asingle platform, The Iran
Mercantile Exchange, which will
definitely lead to ajump in export of
Iranian commoditiesand, inturn, toa
boostin domestic production.
In order to, he added, entice and
encourage companies to do their
exports thisway, the IME has taken
the necessary measures, yetthere
are a few notions to be taken into
consideration for expediting the
whole process.
Firstof all, we need to introduce a
method of settlementfortrades, the

IME Quarterly
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foreign currency we use and the
type of barter trade. All these are
practically viable on the IME.

He explained that Iran's export
bitumenis traded merely on the IME
and Iran's customs treats a cargo of
bitumentraded onthe IME as having
all the permits to be exported and
the companies will notgetintomuch
trouble in the exportation process.
We are in need forthe same solution
forotherexportgoods
Currently the process of obtaining
the necessary permits forexportation
of domestic productsis solongand
complicated that most producers
quitin the midway and prefer notto
exporttheirproducts. That's exactly
wherethe IME canstepin.weneedto
think of a package of permits needed
from all the governmental bodies
involvedinthe process of exportation
of commodities, whichis available
in an integrated manner via an
agreementand cooperation between
the IME on one side andthemon the
other. Putting thistheoryinto practice
means a surge of exporterto the IME
fortaking advantage of such afacility.
As his final remark he insisted that
this approach will also discourage



rent-seeking and encourages
positive competition.Asanexample,
he added that when the farmer of
saffron can directly sell his produce
over the IME to a foreign customer,
the price for saffron is discovered
based on the fundamentals of
supply and demand. Everythingis
transparent with the biggest share
of profitin the pocket of the farmer,
whois the real ownerofthe product.
In other words, there will be no
middlemen and nounnecessary red
tape andbureaucracy.
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wo key members of the
TAgricuIture Commission of

the Parliament (ACP) shed
light on how the nation canreap
benefits of offering of total country’s
production of maize and barley
on the exchange in the context
ofimplementation of the Law for
Enhancement of Productivity in
the Agriculture Sector and Natural
Resources (LEP). Lowering the
financial burden ofthe government,
supporting the farmers by paying
their claimsin the shortest while,
raising quality of commodities and
diminishing the role of middlemen
intrades are but a few of merits of
putting the Guarantee Price Plan
(GPP)intoforce forthe year 1399.
The cabinetof ministers approvedto
earmark 12 Kbillionrialsin credits for
the State Livestock Affairs Logistics
company (SLAL) atthe proposal
ofthe minister of Agriculture Jihad
which is going to be granted by
the central bank of Iranin line with
the LEP and the law for the budget
spending ofthe governmentin order
toimplementmarketregulation and
the guarantee price policies.
The guarantee price policyisaplan
underwhich the governmentquotes
official prices of the agriculture
products each year encouraging
the farmersto sell their produce on
the IME trading platform. In case
thatthe farmers sell atlower-than-
the-government-offered prices
in the IME, they will be paid for the
difference by the government.

IME Quarterly
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The basicfactorin determining the
price by the administrationis the
cost of production of the agriculture
produce. Tothisend, the SLAL has
been authorized by virtue of the
cabinetof ministers’approval to pay
the gap between guarantee price
and the exchange-traded prices
having been approved by the State
Planning and Budget Organization
(SPBO).

B Guarantee Price,aWin-WinPlan
Inhisinterview with the IRNA, Abbas
Papizadeh, amemberto the ACP
said thatthe implementation of the
planis primarily to the benefitofthe
governmentitself as it would not
have to pay total costs of purchasing
products so itwould engage the
budget solely for payment of the
price difference to the farmers
rather than making a full payment
from the government’s purse.
When maize and barley are traded
throughthe IME, the selling farmers
canreceive theirmoneyin 3 days
after trade with the government
paying the difference; so, full
settlement of transactions in the
shortest period is one of the merits
ofthe plan. Papizadeh said lack of
awarenessis the majorobstaclein
welcoming the plan by the farmers
anditis hard forthemto change
their old method of selling goods
togovernment. Shifting to modern
methods requires conducting
vastinformation disseminationin
the media and giving information




directly tothe farmers. The plan will
be flourishing through time and the
targets willbe achieved astime goes
by. The ACP member referred to
the great potentials of the GPP for
blanketing the whole production of
wheatin the country and said the
governmentallocates agreatchunk
ofits agriculture sector budget for
buyingwheatfromthefarmerseach
yearwhileitcan save itfor spending
in other areas by leaving the matter
to the trading platform of the Iran
Mercantile Exchange based onthe
purchase planthatenjoys legislative
and logistics supports. The IME has
put up facilities and warehouses
across thewheat, barley and maize
production hubsinthe country best
equipped to serve the farmers.
Therefore, the government should
support the plan by involving
the exchange in the process of
purchasing wheat atthe harvest
season.

B Reforms in the agro-economy
viaGPP

Ali Akbari is another member of
the ACP who says although the
guarantee price plan sustained
hardships inimplementation due
to sharp foreign currency rates
movements in the pasttwo years,
there will be sizable offerings of maize
and barleyinthe IME thisyearas a
strong debutforthe plan. Thereisno
doubtinthe factthatthe agriculture
sector needs reforms in the areas
of marketing and trade. Offering of
agricultural products onthe exchange
platformasatransparentand modern
marketcanbe aone ofakind solution.
There are majorissues concerning
agriculture products market and
trade including excessive dealership
activities, priceirregularities, absence
of a price reference platform and
quality assurances that can be

addressed by the capital market
and the commodity exchangein
Iran.Akbari added thatthe GPP has
numerous merits that can help the
agriculture economy find a way out
of hardships, hence, wheatas the
mostimportantagriculture product
inlran, is onthe top of the list of the
GPP commodities; however, there
are sensitivities and concerns that
prevent it from getting traded on
the exchange. The ACP member
wentonto say thatalarge number
of agriculture productsincluding
barley, maize, sugar, rice, dates,
day-old chicken, frozen meat and
chicken, and oilseeds meal have
beentraded onthe exchange under
GPP platform. Tobolsterthe offerings
anumber of exotic and attractive
agricultural products like cumin
seeds, saffron and pistachios have
been added to the GPPinventory
inrecenttwo years. Concluding his
remarks Akbari enumerated lack of
sufficientwarehousinginfrastructure
andlack ofawareness ofthe farmers
aboutthe IME’s services and trading
mechanismas the majorobstaclesin
the way of comprehensive listingand
coverage ofthe agriculture products
under GPP platform which should be
addressed as promptas possible to
achieve brilliantresults.
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Launch of the First
Agro-Commodity Fund

he deputy CEO of IME in
I Research and Market
Developmentannounced
thatthe Securities and Exchange
Organization hasissued principal
agreement for establishment of
the first agriculture commodity
investment fund (ACF) in the
Iran Mercantile Exchange.
Naserpoor said that following the
meetings and negotiations with
the SEO authorities onissuance
of the license for subscription of
commodity investment funds for
the agricultural products asset
class, a principal agreementwas
issued by the market regulator for
underwriting and public offering
ofthefirst agriculture commodity
fund ofthe capitalmarket. ACFsare
similarto gold-based investment
funds in terms of investment
portfolio composition and article
of association; moreover, they are
goingtoinvestthe collected capital
oncommodity-based securities not
onthe physical commodities.

B Trades on commodity-based
securities

According to Naserpour, the
agriculture funds are authorized to

IME Quarterly
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issue up to 10 million investment
units and are allowed to trade and
investin commodity securities
such as CDR and derivatives like
futures and options on agriculture
products, thereby contributing
to enhancement of market
liquidity for such instruments,
whichin turnleads to abooming
agricultural market with diverse
range of products. By developing
warehousing facilities forthe newly-
listed agro-products like dates,
raisins, rice and walnuts and atthe
same time launching CDR and
derivatives on them, ACFs can
trade the instruments launched on



such products after their permits
have beenissuedbythe SEO.

B ACFs: Key to stabilized
agriculture market

The IME research deputy wenton
to say aboutthe important feature
ofthe ACFsthatthey can play an
unparalleled role in stabilizing
market prices across the agriculture
market as price stability is key to
a thriving market. “We hope, by
obtaining the regulator’s approval,
to launch several agro-funds
in order to contribute efficiently
to market stability for the whole
agriculture sector”, said Naserpour.

M Diversification ofinvestors’
portfolio

In addition to the advantages
that ACFs can bring aboutforthe
agriculture market, they canbe a
suitable instrumentto diversify the
investment portfolio particularly ata
time we are witnessing a majority of
theinvestments and capitals of the
society flowing towards the capital
market. As the investment choices
broaden, some investors may opt
touse ACFs asamore professional
investment apparatus to diversify
their portfolio. Arational mode of

diversification of investment
portfolio can be comprised of
several steps; the first one could
be diversificationin assetclasses
like stocks, commodities orgold. To
narrow down each assetclass, the
investor can decide forinstance to
investin differentindustriesin the
stock market, or make a portfolio of
different commodities to mitigate
therisks.

Concluding his remarks Naserpour
said that, volatilities in the price
and market of gold, agriculture
products and other essential and
basiccommodities, and the trading
instrumentsissued based onthem
provide agreat opportunity even for
amateurtraders and newcomers
to make a portfolio ofinvestment
by trading commodities in various
investment modes like CDRs,
commodity ETFs, and inthe next
levelthrough derivatives like futures
andoptionsratherthantradingthem
in the traditional spotand physical
markets.
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Launching

a Comprehensive Trading

he director of the Office of
TMedicinaI Plants and Herbs

ofthe Ministry of Agriculture
Jihad said the comprehensive
marketing and trading platform
of medicinal herbs will soon be
launched in association with the
IME warehousing network. Hossein
Zeinali said one of the challenges
the medicinal plants producers
faceis thelack of proper marketing
infrastructure to offer and sell their
products. Likewise, the buyer’s side
shares the same struggle, as they
do nothave access to a shopping
platform to order a purchase.
The other challenge faced by the
sectoris the dealership activities
by middlemen snowballing prices
from production chain to consumer
market. Zeinali expressed hope that
by launching the platform farmers
and industrial producers would
be able to find the match for their
orders andtrade theirproductsona
transparent platform ata competitive
pricewithoutanyintermediaries. The
comprehensive platformin addition
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provides roomforthose interested
inlearning medicinal plantfarming
toreceivetrainings and consultancy
fromthe experts and professionals
activeinthis field. As to the role of
the governmentin the exchange-
administered platform, he said the
governmentwill only oversee the
marketandfacilitate processes.

As to the IME’s role in the
comprehensive platform Zeinali said
thatthe exchange’s collaboration
with the projectis pivotalaswe are



going to use the warehousing and
storage facilities of the exchange
forquality assessmentand storage
ofthe plants as well as the trading
platform of the Iran Mercantile
Exchange to promote abooming
market for the medicinal plants
which could end up in exporting
the commodity via export trading
floor of the exchange. According
to Zeinali one of the key features
of the platform is the potentials it
provides for enhancing the quality
of the medicinal plants through
exchange’s warehousing and
standardization requirements so
distribution of such products will be
facilitated to the medicinal herbs
shops, pharmaceutical and food
plants by permission of the Ministry
ofHealth.

M Letus promote contract-based
farming

The director of the Medicinal Plants
and Herbs Office wenton to say
thatthe body has been planning to
promote and institutionalize contract-

based farming of medicinal herbs
using the capacity of standard
warehouses which could lead
toraising quality of products and
linking up the herb producersandthe
processingindustries withthe buyers
intheinternational markets. The core
function ofthe platformis providing
afacilitated linkage between herbal
plants producers and farmers and
the buyersincluding food processing
anddrugplants.Asto pricingformula
of medicinal plants onthe exchange
platform he said the Center for the
Medicinal Herbs will calculate the
total costs of productionforeach plant
and inform the farmers annually;
and thefinal price will be determined
by supply-demand mechanism.
However, by institutionalization of
the contractual farming, the farmer
would be able tolink up directly to
the processingindustries for an
intermediary-free price discovery.
Astoretail transactions, aninstitute
is going to be established in order
to contribute to fair price setting on
medicinal plants.
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he head of the IME’s market
Toperation and surveillance is

of the opinion that setting up
aprice cap for steel productsrings a
bell, much the same as control price
policy of the government which acts
in blatant conflict with the competitive
price discovery practices followed
on the exchange, leading to rent-
seeking opportunities for the few.
Reza Mohtashamipour shared his
standpointsinaninterview with Fars
News Agency stating that setting
upper limits for steel sections prices is
in gross violation of competitiveness
oftransactionsinthe IME and to the
benefit of rent-seekers. The main
challenge posed backin 1397 as the
foreign currency rates rose sharply so
the Market Regulation Headquarter
decided to setacap for steel products
prices; however, the HQlefttheissueto
the cabinetof ministers; yetthe cabinet
forits turn evaded the responsibility
so the Economic Headquarter of
governmentdecided the contentious
matterand called forremoval ofthe price
capintheME.
According to Mohtashamipour,
removing price capis ageneral rule of
the IME that cannotbe imposedto only
one specificcommodity orasset class.
After government'’s decision onlifting
price limits there were no price caps for
any of the listed commodities of the IME
sotheissue of price cap settingwas put
tolegalinvestigation which revealed
thatithad generated massive rents
for some participants that laterled to
opening up of criminal lawsuits in the
courtof justice. Studies show the price
cap sidelines producers gradually and
provides dominance forintermediaries;
so whoever manages to buy on the

exchange would benefit from the rent
of price gap between the exchange and
free market. As of the beginning of the
yearoverone milliontonnes of steel has
been sold on the exchange platform
andtakingintoaccountthatthereisan
average price gap of 10000 rials perkilo
for each steel product, atremendous
amount of 10000 billion rials of rent
has beenreaped and pocketed by the
middlemen.

Mohtashmaipour went on to state
thatthe price cap policy has not been
enforced yet. Up until the middle of the
year 1398, the exchange was following
the base price formulawhichwas aratio
0f83% ofthe quotation of global steel
price vendors or the very export prices
of the domestic factories so that the
initial price of steel offerings, calculated
basedonthe aboveratio, were 10000up
t020000rials lower than the free market
prices bestowingaregulatoryrenttothe
buyers. Lateron, as ofautumnof 1398
this very formulawas never observed
and they formulated other pricing
patterns quiteirrelevanttothe base price
of steel. The currentversion of pricing is
83% of world steel prices according to
global vendors’price inventory.
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The Plan to Offer Gars
on the Exchange Platiorm on

Presidents Tahle

hmad Nematbakhsh
the Secretary of the Car
Manufacturers Association

is of the opinion thatthe car market
is fraught with rentand corruption
and there are only two solutions
to modify suchirregular attitudes
in purchase and sales of vehicles.
The car makers have taken
measures forbalancing the market
with their sales plans; however, to
regulate the car market there are
no comprehensive methods but
either selling cars at free market
prices or offering cars on the
exchange platform of the IME as
ithad been already tested and
corroborated.

Nematbakhshin aninterview with
the commodity news outlet said
the Iranian carmakers are buying
theirraw material including steel,
aluminum, copperand polymers
fromthe IME, sointhe same way
they can sell their products onthe
exchange platform. “l attended a
meeting with President Rouhani
together with a number of
industry leadersinwhich I told the
President, youradministrationis

28

IME Quarterly
Summer 2020, Vol. 20

fully supporting the capital market,
please allow the auto makers
offer their products on the IME
platform” recalled Nematbakhsh.
According to the Secretary of
the Association of Carmakers,
offering of vehicles on the
exchange platformwill rootoutthe
rent of two-tier car pricing in the
domestic market and will provide
transparency in the auto market.
He stressed that car offering on
the exchange platform will turn
the current pricing situation into
one price system puttinganendto



®

destructive dealership activities
on car market. The brilliant
experience of the industries
offering commodities on the
exchange platformand expansion
of the scope of their offerings
speaks of the advantages that
offering of cars on the exchange
will provide to the market. “To
supportthe argument | will make
an example: before listing of
aluminum on the exchange, the
price of the non-ferrous metals
hadrisenevento400 thousand
rials perkilo; however, despite the
unprecedented currentinflation
rate, the metal is being traded
inthe IME at 250 thousand rials
perkilo. So | offered the solution

in the meeting based on such
great experiences gained by
otherindustries in selling their
products on the exchange,”
stated Nematbakhsh. He went
on say that dual pricing for the
automobile marketis detrimental
to the market, providing rent
and unfair benefits for time-
seekers; however listing of
vehicles on the IME trading
platform leads to removal of
lengthy bureaucracy for pricing
between the Competition Council
and the Market Regulation
Headquarter. Closing his remarks
Nematbakhsh said all carmakers
are infullreadiness to offer their
productsinthe IME atfull capacity.
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Golden Time for

he Economic shock we are
Twitnessing allovertheglobe

remind us of the necessity
ofrunning and promoting financial
instruments on the IME, which
could be taken as arms against
recession.
Hossein Selah Varzi, member of
the High Council of Exchange, said
that the IME has the potential to
help cover price volatility risks and
work as a platform to safely offer
raw materials. He also insisted
that this will lead to job creationin
variousindustries.

He elaborated on how falling
oil prices have directly affected
commodity markets. Forexample,
he said, we are experiencing
severe price falls for metal and
petrochemical products all over
the world. In addition to that the
pandemic hasledtoadecrease
of demand for almost all final
products. That's why many
businesses have faded and we do
notexpectthe trendto getback to
normalin shorttermevenifwe find
acureforthe coronavirus.

He also mentioned thatthere have
been supportive policies (monetary
and financial) from governments
to help the global economy
stand onits feetand revive some
businesses. Yet, as said before,
we cannot expect things to get
backtonormal very soon, although
we might be experiencing better
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conditionslittle by little.

He then continued thatthe current
global recession has affected our
economy as well and it could be
seeninlowerdomesticdemands
(which could be extended to
demands for our export products)
and in falling prices of raw
materials. These two could be
threats and even opportunities. He
explained thatbetween 2008 and
2011, governments injected funds
totheireconomies and the effects
were seen gradually in commodity
markets, like the soaring price of
copperto more than 10 thousand
dollars pertonne. Things like that
might happen during the current
recession as well. Price volatilities
by nature could have detrimental
effects orthey might be beneficial
under specific circumstances.
Now if we are to produce more




to realize the motto of the year,
which is pickup in production, low
prices for raw materials could be a
meritand regarding the probable
rising prices of such materialsin
the coming months could justify
even buying and storing them.
But, the problem is that buying
raw materials needs enormous
funds; a big deal for industries
and businesses, which mustbe
overcome with planning.

Furthermore, traders of raw
materials have difficulties selling
themintimes of recession as they
donotfind enough buyers. There
will be also worries as to decrease
in production because warehouses
might get full very soon. This is not
anew situation and has occurred
many times in history. For such
circumstances, exchanges
have designed special financial
instruments. The Iran Mercantile
Exchange has gained invaluable
experiences working with modern
financial instrumentsinrecentyears,
which could be a great help to our
businesses andindustries. We need
to expand them and make use of
themin attemptto boost production.
Finally, he mentioned Commodity
depository receipts are among
the instruments which could be
very advantages given the current
recession. They could be even
linked with commodity funds
which have been used foralong
time in global markets in fighting
against severe price volatilities.
Severe price volatilities could
lead to less production, whichisa
threatto the rate of unemployment.
Using financial instrument could
guarantee secure and continuous
productionin various markets and
enhance job security standards for
common people.
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Deputy Minister of Roads,
Housing and Urban

ousing and Real
Estate Trading Board
tobe Launched Soon/

Offering of 1000 Housing Unitsin
IME inthe First Phase

The IME is on the verge of
implementing an unprecedented
plan initiated by the minister
of roads, housing and urban
developmentin association with
the capital marketinfrastructure
tofinance the road and housing
projectsin which the first phase
will begin by offering of some 1000
housing units by the ministry on
the IME platformin the nearfuture.
The plan will continue to pledge
larger offerings as the investment
inthe projectgrows via the capital
market financing platform.
Amirmahmoud Ghaffari Deputy
Minister of Housing in Planning
and Resource Management said
inan interview that following the
directive issued by the minister
of housing urging to forge a
financing solution through capital
market for transportation and

housing projects, intensive
meetings have been held
between the ministry officials
and the authorities from the
Securities and Exchange
Organization (SEOQO) in order
to reach an agreement on a
financinginstrumentto fund the
public projects of the ministry.
Finally, pursuantto the President
Rouhani’s order to the housing
minister on accelerating the
process, a meeting was held
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and attended by the minister’s
deputy of housing and deputy of
planning, the director of the State
Construction and Development
Company, and the chairman and
the high ranking officials of SEO
in which a capital raising solution
was discussed and agreed upon
separately for two sections of
housing and road development
projectsinorderto lureinvestors
to fund the projects. He added
that the finances needed for
construction of atleast 12 housing
projects will be provided through
housing funds which are going
tobe established in collaboration
with the SEO. The value of units
and the date of underwriting of
the funds will be announced to
the publicin due course. Ghaffari
stressed that the new plan of
housing units offering will provide
the opportunity for everyone
to own a house. The primary
workings of establishment of
funds will be carried out by the
New Urban Areas Development
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Company and the National Land
and Housing Organization. Inthe
firstphase, the mentioned entities
willtake measures tolaunch funds
and offer the constructed housing
units financed by the fund, on the
trading board of Iran Mercantile
Exchange. The deputy minister
added that aspecial plan on road
construction and development
including 14 important railroad
and freeway projects will be
launched based on the capital
market fund raising capacities
aswell.

According to Ghaffari, thorough
researches onlegalinfrastructure
as well as several feasibility
studies have been conducted by
the ministry, paving the ground
for arisk-free investmentby the
capital market participants. He
wenton to say that oversighton
implementation of the projects,
timely construction works, and
financing at maximum possible
rate are among the advantages
of presence inthis market.




Minister of Roads and Urban
Development Advocates a Floor on IME
to Trade Construction Materials

ahmmoodzadehannounced
that the Ministry of Roads
and Urban Development

advocates running a trading flooron
the Iran Mercantile Exchange to offer
construction materials so thatwe can
do housing projects atlower costs.
Along with thatthere is goingtobe a
financing mechanism on the IME to
fund such projects.

He insisted that we are thinking of
offering all construction materials,
not merely rebar and I-beams
which are currently sold on the IME.
He explained that the IME has
acquired the permits needed to
launch such trading floor from
the Securities and Exchange
Organization andin the nature of
things the prices of construction
materials will be discovered onthe
IME based on the fundamentals
of supply and demand in a
competitive atmosphere.

Asto selling the properties of the
Ministry according to the budget
law ofthe Iranian year 1399, he said
thatthe Ministry does not currently
own aremarkable number of such
properties, but has the plans to
sell them to support the national
housing planfinancially; however,

®

he added, thisis not going to be
done viathe platform of the IME.
He pointed out thatamong the
measures to be done via this plan
is providing average tolowincome
deciles of the society with lands for
housing and we are to getthe help
and support of all governmental
bodies.

Atthe end of his talks he reiterated
that governmental bodies are
not allowed to sell the lands or
properties in their ownership and
are needed to submit them to
the Ministry of Roads and Urban
developmentsothatthey could be
used for public services.
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n a meeting session with
the first vice-president,
Fahad Dezhpasand,

Minister of Economy, talked
about the surplus properties of
the governmentin Tehran which
could be converted into cash, as
aconsiderable amount of wealth.
He also said that good
performance of the capital market
willabsorbidle capitals, leading to
stability in some markets.

Hethen explained thatthe Ministry
of Economy covers a wide scope
of activities, with a decisive role
in both negative and positive
outcomes within the economy of
the country.

The Ministerinsisted thatwe need
to take various decisions to boost
productionin the country. One
of themis to consider facilities
for tax-payers. Another will be
absorbing foreign capitals to the
country, which is away toimport
technologies as well. The third
solution would be to eliminate
the obstacles for investors in
such away that they could take
the necessary permits sitting in
their offices via electronic and
smartdevices. This way, lots of
tax payers will voluntarily pay their
taxes, as they know theirtime and
money will be saved.
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Two other sectors needed to be
electronicare the banking system
and the customs, both of which
having a bigimpact on business
processesinthe country.

He finally added that the value
of assets and propertiesin the
ownership of the governmentis
so high that makes one standin
awe. We can use the capacity of
the Iran Mercantile Exchange
to sellthem and solve lots of our
problems with the money gained.
Moreover, free zones are not
working with their full capacities
and in some cases they are not
evenontherighttrack. Torealize
this goal, however, he continued,
we willbe in dire need of the help
and support by various entities
and organizations.
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Updates on Gonstruction
Materials Trading Board on Iran

anager of Economic
Studies of the lIran
Mercantile Exchange,

Javad Fallah, said thatin the first
half of the current hijri year the IME
is abouttolaunch atrading board
for construction materials, which
notonlyincreases transparency of
the market, italso makesitamore
competitive one. This way those
who are active in housing projects
could trade construction materials
in credit through debt securities
issued by the IME.

Constructional materials have an
enormous market comprising a
wide range ofgoods. It seems that
this market needs to be regulated.
That's why the IME initiated talks
with the Ministry of Roads and
Urban Developmentonone side
and some of the producers of
housing construction materials on
the otherto convince themthatwe
areinneed of such market.

He explained that with launching
a trading board for the basic
construction materials we will
be witnessing a market which
enjoys more transparency and

prices will be discovered based
on the fundamentals of supply
and demand within a competitive
atmosphere. Moreover, the
IME plans to design instrument
like debt securities which helps
customers to buy the goods they
need on credit while producers
receive their money within
a shorter period of time. He
added thathadn'titbeen for the
coronavirus, talks with both sides
would have come to an end by
now, yetwe hope that we will be
able tolaunch the trading board
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within the first half of the current
hijriyear.

He went on to say in the first
stage the IME will offer non-
manufactured goods like cement,
plaster powder, stone and
I-beams, which are being already
traded on the IME. In the second
phase manufactured products like
windows, taps, pipes, wires, etc.
will be offered on the IME's side
market, whichis in need of specific
rules andregulations.

As to the advantages of this
trading board Fallah explained
that in addition to the merits
gained when you do your trades
on a regulated exchange like
transparency, fair price discovery
and the guarantees offered by
the exchange that both sides will
fulfill their obligations, the specific
service offered through this trading
floorisfinancing.
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He added that the trading floor
provides an opportunity for those
whoare active inthe industry toraise
capital, especially as procurers
of construction materials can sell
their goods on credit. In fact, they
can sellthe debt securities, issued
based on the goods they sell to
customers on credit, ata decreased
value and receive right now the
money they were aboutto getfrom
the customers later. On the other
hand, customers are alsobuyingthe
materials they need on creditand will
pay the money after their housing
projects are completed and sold.
Fallahfinally said thatthis planhas
been approved by the SEO and
allthe authorities in the Ministry of
Roads and Urban development
areinagreementwithit, as they
believe itwillend up with cheaper
housing for people from low
income walks of life.
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Advantages of Launching a
Trading Floor of Gonstruction
Materials on IME

ember of the presiding
board of Majlis civil
affairs commission

stated that one of the merits of
launching such a trading floor
would be moving towards a
discovery mechanism for real
and fair prices based on the
fundamentals of supply and
demand along with a transparent
atmosphere for trades of such
commodities, which ends up in
having a balanced market.

He explained that the Securities
and Exchange Organization
in cooperation with the
Ministry of Roads and Urban
Developmenthas planned torun
aseparate trading floor for trading
construction materials otherthan
steel products which are currently
offered onthe IME.

He continued that currently the
middlemen who are active inthe
market of construction materials
distortthe balance in the market
so thatthey can sell construction
materials at higher prices, making
housing forlow income people a
predicament. However, through

NA

offering such materials on the
Iran Mercantile Exchange these
unnecessary middlemen will
be eliminated and there will be
enough room for transparency
andfairandreal prices.

Inthe end, the representative of
Zahedan province expressed
hopes thatthe IME will take care of
the preliminary measures so that
this platform could be launched at
the earliesttime possible in order
totake the back-breaking burden
of housing from the shoulders of
ordinary people.
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Preselling Real Estate in Suuare Meters
through Standard Parallel SALAM

arket Development
and Economic Studies
Deputy of the Iran

Mercantile Exchange announced
the implementation of a plan for
preselling real estate in square
meters through issuing standard
parallel SALAM and said: “In the
meetings held with the presence
of the Deputy Minister of Roads
and Urban Development and the
chairman of the Securities and
Exchange Organization of Iran
(SEO), itwas decided toimplement
this plan within the framework of
capital market structures and through
the IME’s standard parallel SALAM.”
Sayingthatother projects such as
the sale of real estateinthe IME’s
side market, the establishment of
barter market for construction and
building materials and real estate,
as well as launching real estate
investment funds (REITs) are
under review, Alireza Naserpour
added that one of the capital
marketinstruments that can be
offered to presale real estate in
square metersis standard parallel
SALAM because we have great
experienceinthis area.

Regarding the process of
implementing the presale plan,
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he said: "In this plan, the property
developers and mass developers
orany property builder canissue
standard parallel SALAM in order
to provide financing and even to
sellthe property. These securities
can be delivered at maturity, which
means that the security holder
at maturity can pay the certain
amount specified in the security
and acquire the residential unit;
Forexample, ifheistoreceive
85 meters, he must provide that
number of securities, or he must
settle the securitiesin cashwith a
specified interestrate at maturity.”
Naserpour added: "In addition,
the publisher'srisk and also the




buyer'srisk can be managed by
introducing embedded buy and
sell options on the securities,
so that they will enjoy all the
advantages of standard parallel
SAIAM contracts, too.” The
IME’s Market Development and
Economic Studies Deputy pointed
outthe benefits ofimplementing
this planin the form of standard
parallel SALAM and said: "In the
absence of an embedded buy
option, the buyerwill be hedged so
thatifthe buyer can'tbuy the whole
unitatonce, he canbuythe areahe
wants and buy the rest overtime,
andifhe can'tafford that number,
he can sell the security in the
market at maturity atthe current
price and receive the money and
will be able to cover the inflation
risk.”

He also explained about the
standardization of the area of real
estate and said: "This plan has
beenimplementedin massreal
estate development projects and
its standardization is such that
usually aespecial areainside a
building is considered as a base
and the price of forward contracts
thatare issuedis based on that
base area, and at maturity, if
someone decides to consider
another unit, the increase and
decreaseinthe areas of other units
will be determined based on the
base area, which willbe mentioned
in the prospectus before issuing
the security.

According to Naserpour, one

of the goals of the projectis to
help people and homebuyers
become homeownersinthe face
of inflation, while for the mass
developers, the planis agood way
offinancing.

He said that the infrastructure
for the implementation of this
plan for preselling real estate in
square meters through the IME
is provided, adding that the plan
does not need to be approved by
the Supreme Exchange Council
because standard parallel SALAM
has been approved by the Council
before and can be launched for
preselling real estate in square
meters.

®
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Agreement to Launch a Specialized
Gonstruction and Building Materials Board

Iran Mercantile Exchange Quarterly Report

within iran’s Gapital Market

he Deputy Minister of Housing
Tand Construction of the

Ministry of Roads and Urban
Development said: "Agreements
have been made through the Iran’s
capitalmarkettofinance projectsand
tolaunch a specialized construction
and building materials board inorder
toorganize the industry inamore
effective mannerandto provide the
possibility of smalland mediumsized
capitals to enter the housing sector
for profitmaking.”
Mahmoud Mahmoudzadeh
stated thatinthe second phase of
registration in the National Housing
Plan about 530 people registered
through the Internet system and
more than 800,000 peopleregistered
via SMS. As soon as the health
conditions of the community are
appropriate, they will be notified to
submittheirdocumentsontem.mrud.
ir.
Mahmoudzadeh also explained
aboutthe presence of the housing
sectorin the capital marketand the
possibility of benefiting from this
opportunity by the housing sector
activists and said: “Accordingtothe
approach of the Ministry of Roads
and Urban Developmentandinorder
tobalance the housing marketand
compensate for the shortcomings
thatalready exist, agreements were
reached with the Securities and
Exchange Organization (SEO)and
projects were coordinated.”
He noted that there were legal
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problems and obstacles to
the entrance of a number of
construction companies into the
Real State Fund. Amendments
were made, and the amendments
had already been sent to the
government. Theamendmenttothe
law on organizing and supporting
the supply and production of
housing has been approved by
the government's specialized
committees and is expected to be
approved ingovernment's general
meeting sessions as well and be
implemented very soon.
Mahmoudzadeh said: "By the
approval ofthe amendments to the
law on organizing and supporting the
supply and production of housing,
alarge volume of mass production
projects for housing and services
across the country will be introduced
through the capital market so that
people caninvestin this sector.
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IME Ready to Start Preselling Real Estate in

he CEO of Iran Mercantile
TExchange announced the

readiness of this exchange
tostartthe pre-sale of real estate in
square meters through standard
parallel SALAM.
Hamed Soltaninejad said: "Following
the negotiations with the Ministry of
Roads and Urban Development,
projects such as the sale of real
estate, the establishment of barter
market for construction and building
materials and real estate, as well as
launchingreal estate investmentfunds
(REITs) are being pursued and the
groundwork forimplementation of a
planfor presellingreal estatein square
meters through issuing standard
parallel SALAM onthe Iran Mercantile
Exchangeisprovided.”
Soltaninejad added: “Standard
parallel SALAM financialinstruments
were launchedin the IME in 2014,
andduringthelast6 years, financing
for various types of companiesin
the fields of industry, mining,
petrochemicals and agriculture
has been done by issuing standard
parallel SALAM contracts; therefore,
the IME has alotof experience totake
advantage of the real estate market.”
The CEO ofthe IME stated: “Inthe
real estate market, we, inthe IME, are
tryingtoreach afinancialinstrument
thatincreases people's savings,
forexample, a person who wants to
investin the real estate sector, can
directly enter the meter-based real
estatetradesinthe IME, evenwitha
smallamountofinvestment.”
Soltaninejad explained: "Some people
may nothave enough capital tobuyan
apartment, but with the start of meter-
based real estate trades, they can
buy anarea of a property so that their

investmentwill grow according to the
price of real state ; thisway, people can
investinthe real estate marketeven
withlow amountof capital.

The CEO ofIranMercantile Exchange
said: "Forthis project, the presence
of mass housing developers as
suppliers of these bonds is needed
so that they always offer a certain
area of the specified project to the
people and buyers in exchange for
theamuntpurchasedbytheinvestors.
Inotherwords, in this plan, the mass
builders, with the aim offinancingand
selling the property, issue standard
parallel SALAM contracts, which can
be delivered atmaturity.”
Soltaninejad concluded: "Converting
assets and commodities into
securities is one of the measures
that allows individuals to easily
investinvarious assets and creates
a transparent market with daily
discovery of prices; In the field of
housing, the plan to pre-sale of real
estatein square metersinthe IME will
help people become homeowners
and maintain the value oftheir capital
inthe face of fluctuationsin housing
prices.”
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AnOverviewof IME's Physical Market
Withinthe Firstquarter of 1399 Hijri year (20 March—20 June, 2020), the IME saw trade of a total of
7.4 milliontonnes of commodities on its physical market, the value of which stood at 2,372 million
USD. The figures show a downward trend as compared to the fourth quarter of the last year with a
7 percentdeclinein trading volume and a 31 percentdecrease in trading value. The decreasein
trading volume inthe spring is due to the traditional drop in trading volume in late March and early
April and the decline in production activities due to the spread of the Coronavirus (COVID-19).
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In the following you can see the share of first 10 top suppliers in trading value and volume on
physical market of the IME.
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TopSuppliers of IMEPhysical MarketinSpring 2020 (Value)
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The industrial trading floor of the Iran Mercantile Exchange witnessed atrading volume of 2.47
milliontonnes valued at 1,253 million USD in the first quarter of 1399 Hijri year (20 March—20 June,
2020), showinga 19 percentdropin trading volume and a 25 percent of decline in trading value,
as compared to a 3-month period before that.
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Moreover, comparing trading volume and value between the first quarter of 1399 Hijri year (20
March—20 June, 2020) and the same period in the previous yearreveals that the IME saw a 36
percentgrowthintrading volume and a 31 percentgrowth in trading value.
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Inthe first quarter of 1399 Hijri year (20 March—20 June, 2020), volume and value of trades
onthe IME’s physical market for polymeric products stood at 841 thousand tonnes and
561 million USD respectively, witnessing drops of 10 and 33 percentintrading volume and

value, respectively, comparing to the fourth quarter of the lastyear.
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Moreover, comparing volume and value of trades between the first quarter of 1399 Hijriyear (20
March—20 June, 2020) and the same period in the previous Hijri year reveals that the IME saw an

11 percentincrease intrading volume and a 9 percentdecline in trading value.
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Chemical Products
Within the first quarter of the current Hijri year (20 March—20 June, 2020), the IME traded
367 thousand tonnes of chemicals valued at 129 million USD, showing 4 and 29 percent of
declinesintrading volume and value, respectively, in comparison to the fourth quarter of
thelastyear.
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Compared to the same period in the previous Hijri year (20 March—20 June, 2019), trading
volume of chemical products shows 16 percentofincrease and the trading value witnessed
4 percentof decline.
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Oil Products
Within the first quarter of the current Hijri year (20 March—20 June, 2020), there were 3.6
milliontonnes of oil products traded on the IME in total, including bitumen, vacuum bottom,
lube cut etc., valued at 753 million USD, which showed 1 percent of growth in trading
volume and 45 percent of decline intrading value, as compared to the fourth quarter of the

lastyear.
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Thefigures for this period compared with the same period in the previous Hijriyearshowa
57 percentgrowthintrading volume and 21 percent of decline in trading value.
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Derivatives Market
Within the first quarter of the current Hijri year (20 March—20 June, 2020), the IME traded
3,236,567 saffron, pistachios and cumin seeds futures contracts valued at 209 million
USD, showing 32 and 53 percent of decline in trading volume and value, respectively, in
comparisonto the fourth quarter ofthe lastyear.
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