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The beginning of a new era?

As the biggest non-oil sector within the Iranian 
economy, the automotive industry is poised to 
capitalize on the pent-up potential within the 
market. With economic sanctions expected to be 
lifted, two decades’ worth of demand and growth will 
be released, and many OEMs are already paving the 
way to reap the benefits. 

The current vehicle parc in Iran is outdated, with 
decades-old, locally assembled designs still reigning 
as best-selling cars. The domestic market revolves 
around a handful of vehicles from generations ago –
the Saipa Pride is essentially the Kia Pride from 
1986, and the current Peugeot 405 / Pars has only 
received minor tweaks since its debut in 1987. The
machinery and manufacturing facilities producing 
these vehicles have also suffered, given the lack of 

capital investment during the sanctioned period. 
The output from these facilities have remained 
stagnant with only ~50% utilization. Now with a 
tentative plan in place that would lift sanctions, 
resources to revitalize the manufacturing facilities 
should be forthcoming. These sanctions are said to 
have frozen between $100 to $150 billion in Iranian 
assets in various foreign institutions. Once these 
funds are released, which may happen by early 2016, 
Iran’s oil trade can resume – which should 
contribute significantly as a source of national funds. 

Seizing the moment

With the economic sanctions in place, European and
US automakers were essentially absent from the
automotive market entirely. Chinese manufacturers

A tentative deal is in place for Iran’s nuclear program and OEMs are already 
jockeying for pole position. With the lifting of certain economic sanctions, 
investment is expected to return and the upside potential within Iran could be 
realized after the decades of stifled growth and innovation. 
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took advantage of this market gap in the meantime. 
Chinese brands account for 17 out of 30 vehicles sold 
– and they’re assembled locally. French automakers
have already indicated their interest in entering the 
market, and diplomatic delegations have already 
been sent by Germany, Austria and Spain to 
establish economic relations. With this flurry of 
activity, it may be only a matter of time before the 
remaining OEMs follow suit. 

New drivers, new cars

The outdated vehicle parc is certainly one of the 
primary drivers of the pent-up demand within Iran, 
but several other factors make opportunities in the 
market even more appealing. Total population is 
nearly 80 million1, similar in size to Germany, and of 
this, a majority are young consumers. Over half of 
the population is under the age of 301, and many 
have never driven a car. With new and fresh 
products expected to flow back into Iran, many of 
these younger buyers will find themselves behind 
the wheel. 

With approximately 200 vehicles per 1.000 
inhabitants in 2011, Iran is well above China (113) 
but well below other countries in the region

including Turkey (233), Saudi Arabia (336) or 
Lebanon (434).2 Given the room to grow, the market 
is expected to move beyond renewal and into 
expansion with first-time buyers. 

Obstacles remain

As with most markets, not all that glitters is gold. A 
number of obstacles remain within the consumer 
base in Iran, including high unemployment, the 
eighth highest inflation rate globally, and interest 
rates of 20%1 or higher. Political volatility – and the 
downstream impact – remains a pervasive reality 
within Iran, even with a tentative deal in place. 
Further, the heavy reliance on oil production and 
distribution, which comprises approximately 80% of 
export volumes, means the market will continue to 
be exposed to the related fluctuations. 

Given the variables that remain, industry 
participants should assess the issues specific to Iran 
as they re-enter the market. Ultimately, the lifting of 
certain sanctions is expected to open the floodgates 
for increased investment and growth opportunities, 
particularly for the automotive sector.

For additional information on PwC’s automotive 
capabilities, please visit pwc.com/auto.
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Iran: Light Vehicles Assembly
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Iran: Top Ten Brand Performance
2014 Sales (thousand units)

2014 Sales YoY Growth (R-Axis)

Iran: Top Five Model Performance
2014 April - 2015 March Sales (units)

Vehicle
Persian 

Year 13933
Locally 

produced

Saipa Pride 250,088 Yes

Peugeot Pars 147,742 Yes

Peugeot 405 117,403 Yes

Peugeot 206 104,150 Yes

IKCO Samand 100,643 Yes


