
Chabahar Port may be out of rough seas 
India may extend short-term lease pact for Iran’s port by another 18 months
DHRUVAKSH SAHA 

New Delhi, 19 August 

Recent geopolitical developments have speeded up 
the Centre’s pursuit to leverage Iran’s Chabahar 
Port for trade, and with Union Shipping and Ports 
Minister Sarbananda Sonowal’s visit to Iran, India 
may extend the short-term lease agreement for the 
port by another 18 months, Business Standard  
has learnt. 

The Ports and Maritime Organisation (PMO) of 
Iran has proposed the extension by one and a half 
years, and the proposal is being examined by the 
Centre and is likely to be taken up during Sonowal’s 
Iran visit, shipping ministry officials in the know 
of the matter told Business Standard. 

“Our vision is to make Chabahar Port a tran-
sit hub and link it to the INSTC (International 
North South Transport Corridor) to reach out to 
Central Asian countries,” Sonowal told the 
media in the run-up to his visit. 

The short-term lease agreement 
for using the Shaheed Behesti ter-
minal typically sees a renewal ten-
ure of one year on a rolling basis. 

An official said the attempt was to 
increase the tenure of the agreement as  

an in-principle commitment to con-
tinue cooperation in developing 
 the port. 

However, sources indicated India 

had raised the issue of the lack of a long-term 
investment commitment becoming a hurdle in 
the way of trade, and is looking to make progress 
on a long-run agreement to instil confidence in 
all stakeholder countries. 

Long-term supply chains can be established 
only when industries are assured of the longevity of 
a project. 

“The development of the Chabahar Port Project 
is a prestigious project of national importance,” the 
ministry said on Thursday. This is after a period of 
dormancy in the development of the port, which is 
operated by India Ports Global. 

The ministry has been pushing for higher trade 
engagement through the port, and is seeking a 
trans-Caspian multi-modal transit corridor 
between Central Asia and South Asian nations. 

The route was identified as an alternative to the 
European one via the Suez Canal, which takes sig-
nificantly longer. 

The INSTC is a 7,200-km corridor, conceptual-
ised to optimise trade between India, Russia, and 
Eurasian and Central Asian economies, and it 
reportedly has an eight-fold increase potential. 
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The proposal is being examined by India and 
is likely to be taken up during Sarbananda 
Sonowal’s visit to Iran  PHOTO: REUTERS
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firms had hit a new record high, 
which triggered profit-taking, 
said market players. From this 
year’s lows in mid-June, the 
benchmark indices have 
jumped 17 per cent, pushing 
valuations above their long-
term averages. 

Experts said the markets 
have gone up too fast, too soon, 
shrugging off some risks on the 
horizon. 

“In our view, the market is 
ignoring potential bad news in 
the form of softer global GDP 
growth and weaker demand 
from a possible recession in the 
US and Europe, and higher 
inflation from likely spike in 
energy prices from possible 
imbalance in global energy 
supply-demand situation in 
the winter months in the north-
ern hemisphere,” said strate-
gists at Kotak Institutional 
Equities, led by Sanjeev Prasad, 
adding that valuations are 
“quite full” after the recent rally. 

The Nifty currently trades 
at 22 times its estimated earn-
ings for FY23. 

The recent spike in the dol-
lar has led to concerns that it 
might affect foreign portfolio 
investor (FPI) flows into emerg-
ing markets like India. The FPI 
flows in July and August 
helped the markets to erase the 
losses they made in the preced-
ing three months. So far in 
August, FPIs have bought 
shares worth over ~44,000 
crore. On Friday, FPIs bought 
shares worth ~1111 crore, while 
their domestic counterparts 
sold shares worth ~1,633 crore. 

Only four out of 19 sectoral 
indices of the BSE ended with 
gains, led by the BSE Power 
index, which rose 0.53 per cent. 
BSE Realty and BSE Bankex 
saw one of the biggest cuts. 

The market breadth was 
weak, with 2,047 stocks declin-
ing and 1,361 advancing. Only 
six Nifty stocks ended with 
gains. Adani Ports gained the 
most at 4.44 per cent, while 
IndusInd Bank fell 4 per cent. 

 

Chabahar port... 

Sonowal is likely to sign a mem-
orandum of understanding 
concerning mutual recognition 
of seafarers’ certificates of com-
petency in unlimited voyages 
between India and Iran. 

Ministry officials said the 

signing could also result in 
training exercises of Iranian 
seafarers in India, as a show of 
mutual cooperation. 

Five years ago, Chabahar 
Port was a symbol of the prom-
ise of flourishing multilateral 
trade between Central Asian 
countries, India, Russia, and 
Europe through the INSTC. 

Today, Iranian sanctions, 
lack of shipping lines, and a 
strong supply chain have made 
traders wary of leveraging the 
route, and they are still using 
alternative, much longer routes 
to conduct trade with Russia 
and Europe. 

Last year, the Centre told 
Parliament international sanc-
tions on Iran had no impact on 
Chabahar Port. However, ship-
ping sector insiders and offi-
cials say the hesitation it causes 
in traders to engage in transac-
tions with Iran and the reluc-
tance of banks to get involved 
in such transactions have been 
an impediment to the port’s 
development. 

The Centre has been trying 
to address the issue of supply 
chains. Recently, India and 
Uzbekistan inked an agree-
ment to conduct a pilot con-
tainer cargo shipment with the 
larger aim to explore regular 
trade opportunities between 
Tashkent and New Delhi. 

Similar negotiations are 
happening with other nations, 
and, barring Turkmenistan, 
deliberations with all other 
countries are progressing well, 
an official said. 

The key focus of these is to 
ensure there is a regular supply 
of both inbound and outbound 
cargo, because the lack of either 

would cause delays and cost 
escalation. 

Russia’s invasion of Ukraine 
has opened a new window of 
opportunity for India’s trade 
through the INSTC. According 
to reports, India’s imports of 
Russian oil increased after it 
recently offered the commod-
ity at heavy discounts following 
international sanctions led by 
the US. 

Sonowal’s visit comes after 
delegations from countries of 
the Commonwealth of 
Independent States (CIS) 
recently joined India’s 
Chabahar Day celebrations, 
where Indian industry showed 
willingness to increase trade in 
the region. 

Rural demand... 
India’s headline retail inflation 
for July came in at a five-month 
low of 6.71 per cent, helped by 
easing global commodity 
prices and lower food prices 
domestically. Still, it was above 
the Monetary Policy 
Committee’s (MPC’s) medium-
term target, thus justifying the 
recent monetary tightening. 

“Steps like maintenance 
and calibrated releases of 
buffer stocks in the case of rice, 
pulses, and onions, and export 
restrictions in the case of wheat 
are expected to keep a check on 
food inflation. Softening of 
inflationary pressure in India 
is further on the anvil as the 
prices of important raw mate-
rials, such as iron ore, copper, 
tin, etc, globally trended down-
wards in July 2022,” the report 
stated. 

The MER said that the serv-
ices sector, especially touch 
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