
Persian Gulf 
Francesca Citossi 

 

 

 

Osservatorio Strategico 2019– Year XXI issue II 74 

The European Union has created a mechanism that will allow European countries to 

trade with Iran despite US sanctions, an opening move towards Tehran1 to convince the 

Iranians to respect the JCPOA, the 2015 nuclear agreement2. INSTEX, Instrument in 

Support of Trade Exchanges, will allow the exchange of goods without requiring direct 

money transfers. It was recorded after months of negotiations and technical talks following 

the unilateral exit from the agreement in May 2018 by the Trump administration. 

In November 2018, the US administration removed from the list attached to the 

Executive Order 13599 the subjects related to the definition of "Government of Iran" or 

"Iranian financial institution", reinserting them within the Specially Designated Nationals 

and Blocked Persons list (SDN). This implies the US ban on providing specialized financial 

messaging services to banking institutions and the Iranian central bank. It has also 

resulted in a quasi-isolation on which the recent update of the European block regulation3 - 

for the protection of European companies from secondary sanctions - has reduced 

effectiveness. 

The new entity acts as a clearinghouse, denominated in Euro, to conduct trade with 

European companies. It is a barter agreement that operates outside the global financial 

system dominated by the United States (the dollar determines oil and metals’ price, 

represents more than 60% of the international debt and 62% of global foreign currency 

reserves, while the euro is only 20%). Trade will concentrate on non-sanctionable goods, 

but there are doubts that it will give the troubled Iranian economy enough advantage by 

slowing runaway inflation and currency depreciation. The entity initially aims at small and 

medium-sized European companies and the trading volume will probably remain limited. 

INSTEX will create a virtual ledger to balance the assets: payments will be 

exchanged between EU companies that import and export to Iran, and the same will 

happen on the Iranian side - the counterpart in Tehran is the Special Trade and Finance 

Institute, STFI. The parties will be able to complete transactions without Euro in Iran, or 

Rial in Europe. INSTEX is not expected to deal with oil-related transactions, Iran's main 

source of foreign currency, which have significantly fallen since last year. 

INSTEX is a corporation under French law, with headquarters in Paris and a capital 

of 3,000 euros, the company name including the three EU member countries signatories of 

the JCPOA. It is chaired by a German citizen, Per Fischer, a former Commerzbank official, 

and managed by a committee of 3 diplomats: Simon McDonald, Permanent 

Undersecretary of State for Foreign Affairs of the United Kingdom; Miguel Berger, head of 
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the economic department of the German Foreign Ministry and Maurice Gourdault-

Montagne, general secretary of the French Ministry of Europe and Foreign Affairs. The EU 

did not contribute as a member to the establishment of the special purpose vehicle, but the 

E3 group sought broader support from all 28 EU Member States, gathering the interest of 

Austria, Belgium, Finland, Holland, Spain, Slovenia and Sweden4. European companies 

and banks that do business with the United States may still be reluctant to negotiate with 

Tehran: so far, there has been a mass escape5.  

The International Court of Justice, with the 3rd October 20186 decision, has set that 

the United States must comply with measures that suspend the enforceability of secondary 

sanctions relating to the sale in Iran of goods belonging to the humanitarian channel.         

The Hague Court has imposed the release of the licenses and the necessary 

authorizations to guarantee banking support to the commercial relationships for the sale of 

food, agricultural products, medicines and medical devices. 

The United States has promised to continue the "maximum pressure" campaign on 

Iran7 to affect its ballistic missile program and growing influence in the Middle East, 

warning European banks and businesses that they could face severe fines and penalties 

for violations. 

"If we cannot sell our oil and we do not enjoy financial transactions, then I do not 

think that keeping the deal will benefit us more," Ali Akbar Salehi, head of Iran's Atomic 

Energy Organization, said in January 2019. 

Iranian President Rouhani is under pressure to get out of an agreement that the more 

conservative wing has resisted from the start. According to Deputy Foreign Minister Abbas 

Araqchi, INSTEX is a step forward but still not sufficient8. Iran also looks at Russia and 

China (the oil trade in the last few months has decreased remarkably), the other 

signatories of the nuclear agreement, to maintain trade flows by challenging the United 

States. 

According to the European Council on Foreign Relations, the United States has 

established unilateral rules on secondary sanctions that abuse their global financial 

dominance9. Acting swiftly, Europe could strengthen its credibility with Iran and increase 

the E3's pressure on the US administration, showing that it has substantial resilience to 

Washington's unilateral sanctions and policies. 
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