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ASIA

EM ASIA DEBT-Philippine bonds gain in
a broadly weak market

19 January 2010

Provided by: Reuters News

HONG KONG, Jan 19 (Reuters) - Asian bonds

edged lower on Tuesday as the broad market

surrendered gains in line with weakness in
regional equities and ahead of a rash of new
supplies from borrowers looking to lock into
low interest rates.

The cost of insuring debt from Korea
Development Bank has continued to rise as it
jostled for a $900 million stake in Thailand's
seventh-ranked Siam City Bank .

Investors are also buying protection on China
sovereigns on concerns the tightening measures
could hurt stocks in the region as Beijing reins in
surplus liquidity in the system.

The Asia ex-Japan iTraxx investment-grade
index widened 2 basis points (bps) to 97. The
index is now off a 20-month low of 84/88 bps
struck last Tuesday.

Issues from Vietnam, which is conducting
roadshows, and from corporates such as PT
Cikarang Listrindo and Evergrande Real Estate
are expected to provide a gauge of investor
appetite for risky assets after borrowers raised a
record amount in 2009.

But bonds from the Philippines outperformed the
market after Manila said it will auction around
$500 mIn of Samurai bonds in the third week of
February.

"Now that they have put a time table on the
samurai issuance it would be a positive," said
a Manila based trader. "Philippines needs to
raise another $1 billion this year and this
takes $500 million out of the supply pipeline,"
he said.

The 2032 and the newly sold 2020 rose by a
quarter of a point. The 2020 was dealt at 106.50
cents on the dollar, while the 2032 was traded
at 95.75.

In China, the central bank raised the yield at
an auction of one-year bills, signalling it is
continuing down the path of quantitative
tightening as a strong recovery and rising
asset prices threaten to cause overheating in
the world's third-largest economy.

Last week, the central bank raised bank reserve
requirements after reports that bank lending
surged in the first week of the year to 600 billion

yuan, adding to concerns fuelled by blockbuster
trade data for December.

The b5-year cost of insuring China's debt is
currently around 70/72 bps after trading as low

as 60 bps last week.
"People want to line up some protection just in
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case they are wrong on Asian stocks. There are
some who say let me take some insurance on
China...," said a Singapore-based trader.

Another credit which has recently widened has
been the 5-year CDS on Korea Development
Bank, which has moved to 95 bps from 83 last
week over its Thai acquisition plan.

"There are concerns over KDB's underlying asset
quality given the high level of exposure to the
corporate sector, and taking on exposure in
Thailand could be reason for further
uncertainty," said Yang-Myung Hong, credit
analyst with Nomura International.

Vietnam, which could raise up to $1 billion by
selling bonds with a maturity of 10 years or
more, continues on its roadshows and
meeting investors in London on Tuesday.

Traders said the market expectation was for a
yield of around 7 percent.

(Reporting by Umesh Desai; Editing by Kim Coghill)
(c) 2010 Reuters Limited Reuters News

China

China bond market moderately affected
by 2009 economic figures release

21 January 2010

Provided by: Xinhua's  China Economic
Information Service

BEIJING, Jan. 21 (Xinhua) -- The economic
figures for the whole of 2009 are likely to
have moderate effect on the bond market in
the short term as these data were basically in
expectation, said a market analyst.

SSE Government Bond Index climbed 0.09
percent to 122.45 points and T-bond Index also
hiked 0.03 percent on the interbank market.

The most attractive GDP expanded 10.7 percent
year on year in the fourth quarter, resulting in
an increase of 8.7 percent for the whole of 2009.

Therefore, the economic rebound has been
confirmed in 2009 and the economy should
further expand in 2010 underpinned by robust
investment, export recovery and increase in
domestic demands.

For the bond market, the most directly
influential factor consumer price index (CPI)
hiked 1.9 percent year on year in December,
and declined 0.7 percent in the whole year.

"The price increase is basically in our
expectation," said Chen Jianheng, a fixed-
income researcher with China International
Capital Corporation (CICC), "so it will have little
effect on the bond market."

The increases food prices acted as the main
driver behind price hike in December, said Chen.
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Statistics show that the food prices soared 5.3
percent in December, the largest increase
among the components of CPI index.

"China's inflation level would be the most
decisive factor behind the bond market this
year," said Chen "moderately speaking, CPI
will continue escalation and top three percent
in the second quarter.”

Besides, China's central bank Wednesday
announced that the bank loans have expanded
9.59 trillion yuan for the whole of 2009,
pipelining huge amount of liquidity into
economy.

As a result, the central bank is likely to raise the
benchmark interest rate in the first quarter or
the second quarter, forecasted Chen, "both are
possible."

Therefore, in the long run, the worsening
inflation should push down the overall bond
market, especially those products that
responded only to interest rate, such as T-
bond and financial bond.

China central bank lifted the issuing yield of 3-
month bill by four basis points on Thursday,
guarding against the inflationary risk, and it ever
kept the vyield unchanged in the previous
issuance.

(Edited by Zhu Zhu, zhuzhu2007@xinhua.org)
(c) 2010

Xinhua's China Economic Information Service

India

'Don't talk so much,' bond traders want
RBI to tell govt

21 January 2010

Provided by: Mint

Mumbai, Jan. 21 -- First, C. Rangarajan,
chairman of the Prime Minister's economic
advisory council (EAC), said on 20 December
that the Reserve Bank of India (RBI) could
raise banks' cash reserve ratio (CRR), or the
portion of deposits banks are required to keep
with the central bank, from 5% after
December.

That sparked a surge in the yield on the
benchmark 10-year bond to more than a
month's high to 7.75% the next day. Then the
ticker sprang to life again as finance secretary
Ashok Chawla said monetary policy steps
couldn't address food price inflation-the yield
dropped marginally.

A day later, on 22 December, when Planning
Commission deputy chairman Montek Singh
Ahluwalia said that monetary policy was not a
solution for containing rising food prices, bond
dealers were convinced that the central bank
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would not raise interest rates before the January
policy. Bond vyields swung again, snapping
losses, and rose for four straight days.

No wonder bond dealers, more habituated to
trading on subtle signals from central bank
officials, are wearying of the government's
broad-brush strokes that are now being picked
up by television channels, besides the traditional
wire services.

The bond traders, seemingly beleaguered by
too much news and the resultant volatility in
the market, now want RBI to tell the
government to observe some restraint and
"filter" comments on interest rates and
liquidity, which have a bearing on the bond
market.

The topic has repeatedly come up for discussion
at all recent meetings that the bond dealers
have been holding with the central bank, which
will announce its quarterly review of monetary
policy on 29 January.

"(The) problem is, people who are informed and
can give a view are not commenting," said a
bond dealer, referring to RBI officials. He has
attended most of the recent meetings where the
issue was discussed, but declined to be identified
because of the sensitivity of the issue.

Officials from the finance ministry, Planning
Commission and the Prime Minister's EAC
frequently air their views in the media about the
efficacy of RBI's policies in containing inflation or
growth. RBI officials normally refrain from
making any comments on such issues except
from the platform of the quarterly monetary
policy review.

Still, the central bank, too, has become less
reticent of late. Two RBI deputy governors-Subir
Gokarn and Shyamala Gopinath-have
commented recently that economic recovery has
been uneven and that the focus of monetary
policy was shifting to managing recovery and
containing inflation from fostering growth after
the global downturn.

Another deputy governor, K.C. Chakrabarty, also
commented recently that there would be no
action before the January policy review.

However, RBI officials don't make explicit
comments about monetary policy in the manner
of the finance ministry.

"This causes some concern about the
autonomy of RBI," said K. Kanagasabapathy,
director of EPW Research Foundation and a
former central banker. "It's not that RBI does
not comment on monetary policy, but
government does it more explicitly. It is a
source of interference."”

Theoretically, the finance ministry is in charge of
fiscal policy while RBI manages the monetary
policy.

The RBI governor and the four deputy governors

are appointed by the government and "the
Central government may, from time to time,
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give such directions to the bank as it may, after
consultation with the governor of the bank,
consider necessary in the public interest",
according to the Reserve Bank of India Act,
1934,

The ministry and RBI have their differences on
many issues, but officially they always play
down any divisions. The central bank enjoys
autonomy, but is answerable to Parliament.

"In no other country (does) the finance ministry
make statements on what the central bank
should do as frequently as we see here," said
another dealer, who also did not want to be
named.

According to him, RBI gives a patient hearing to
bond dealers' woes, but maintains silence on
"multiple commentators". "These comments are
taken very seriously by the bond traders. The
comments, especially before the policy, have a
direct bearing on bond movement," he pointed
out.

Media shares the blame

Bond dealers also blame the media for
nagging finance ministry officials to speak on
monetary policy issues.

If the media doesn't ask questions about
monetary policy to people who handle fiscal
policy, they would not comment, they say.

However, media representatives are not ready
to buy this argument. "The press is still free in
this country, isn't it?" asked Kalyan Ram,
executive editor of Newswirel8, a domestic wire
agency.

"More seriously, as journalists it's our job to ask
relevant questions to relevant people. The media
is responsible and it talks to senior officials of
the government who offer inputs into monetary
policy formulation. There is nothing wrong with
this," Ram said. "It is up to the market to decide
what weight it gives to government officials
speaking on matters relating to RBI. The media
is just a conduit... It is not for us to decide
about RBI-government sensitivities."

Rangarajan, himself a former central bank chief,
said at a recent banking conference in Mumbai
that given the inflationary pressure, RBI may
absorb some excess cash from the banking
system.

Speculation that CRR would be raised led the
10-year bond to its biggest weekly loss in a
month in the second week of January.

While finance secretary Chawla has recently
been quoted as saying it is up to RBI to decide
on the rates on 29 January, he has earlier been
cited frequently on monetary policy issues.

RBI governor D. Subbarao had on 9 December
said that India may need to use monetary policy
to stabilize inflationary expectations if food
prices continue to gain "for a long time".

On 14 December, Chawla said there was no
need for emergency rate action although the
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government was concerned that inflation was
quickening.

Even as the markets, including bankers and
economists, widely perceive that there will be a
hike in CRR this time, Ahluwalia's comment that
inflation is fuelled by supply-side factors and
excess cash in the system isn't the cause, has
fuelled speculation that RBI could stay away
from tightening liquidity.

According to bond dealers, the finance
ministry has every right to comment on policy
issues, but the ministry officials should
exercise restraint while making such
comments. With RBI, the organization
responsible for framing monetary policy,
neither supporting nor denying the views,
there is uncertainty in the bond market,
already feeling the burden of the
government's record Rs4.51 trillion borrowing
programme.

The 10-year benchmark bond yield, which was
4.86% a year ago, has crossed 7.6% and is
expected to touch 8% by March.

RBI has reduced interest rates six times
between October 2008 and April 2009 and
slashed CRR by 4 percentage points between
October 2008 and January last year.Published by
HT Syndication with permission from MINT.

Copyright 2010. HT Media Limited. All rights reserved.
Mint

Indonesia

Indonesia aims to raise 5 trin rph from
debt sales

21 January 2010

Provided by: Reuters News

JAKARTA, Jan 21 (Reuters) - Indonesia's
finance ministry aims to raise 5 trillion
rupiah ($538.5 million) from debt sales on
Tuesday next week, Bhimantara Widyajala, a
director at the finance ministry, told Reuters
on Thursday.

The ministry later said in a statement that it
plans to sell one-year treasury bills, 10-year
bonds FR0O031, 15-year bonds FR0040, and 28-
year bonds FR0050 in the auction.

The finance ministry had said it planned to raise
175.1 trillion rupiah of debt in 2010 -- seen as a
record by analysts and up a fifth from 144.5
trillion rupiah in 2009 -- to fund its budget
deficit and repay maturing bonds.

About 75 percent of the debt will be issued to
the domestic market. ($1=9285 Rupiah)

(Reporting by Adriana Nina Kusuma and Sonya
Angraini; Writing by Gde Anugrah Arka; Editing by
Sara Webb)

(c) 2010 Reuters Limited - Reuters News
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Pakistan

Pakistan: Electronic Bond Trading
platform (EBND) Friday reached an
impressive figure of Rs 27.0 billion

16 January 2010

Provided by: Plus News Pakistan

KARACHI: Cumulative daily trading volume of
the government securities through Electronic
Bond Trading platform (EBND) Friday reached
an impressive figure of Rs 27.0 billion since
its launch on January 11, 2010.

Fridayos trading vol ume
Securities comes out to Rs.0.26 billion; while
the cumulative volumes since start of the month
have reached Rs. 65.2. Billion as given In the
SBP reports below this platform, which has been
launched by Governor, State Bank of Pakistan,
Syed Salim Roza earlier this week, is expected
to gradually develop secondary Debt Securities
Market in the country.

It may be mentioned here that the State Bank
has started disseminating details of trading
conducted on the Platform in the secondary
mar ket on SBPO6s Website
page for awareness of the investors. Two reports
that have been introduced are available on SBP
Website on daily basis by the close-of-day
encompassing dayods tradin
to-date trends for information of investors and
issuers alike on price, volume and trends.

© 2010. Plus Media Solutions Pakistan
Plus News Pakistan

Philippines

Philippines eyes H1 domestic bond
swap offer

22 January 2010

Provided by: Reuters News

MANILA, Jan 22 (Reuters) - The Philippines is
looking to launch a domestic bond swap offer
as early as the first half of the year as part of
plans to make debt swaps a regular feature of
its debt management programme, a senior
government official said on Friday.

"We are studying if we can do it this semester,"
National Treasurer Roberto Tan told Reuters.
"This is part of our development
programme...We would like to create better
benchmarks and create more liquidity in the
market."

In December, Tan said the Bureau of Treasury
was considering making regular swaps of local
bonds to boost liquidity and help the
government better manage its debts.

Manila is studying how often the bond swap
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i Reportpg Py Karem elema;

programme should be done, whether
quarterly, on a semester basis, or as needed,
Tan said on Friday.

"The timing would depend on demand and price
advantage, like if we can launch it for a price
where we will end up with more savings," Tan
said.

The last time the Philippines held a similar bond
exchange was in January last year when it
issued a total 144.5 billion pesos ($3.13 billion)
worth of new 5-year and 7-year bonds.

($1 = 46.21 pesos)

Editing by Rosemarie
Francisco)

(c) 2010 Reuters Limited - Reuters News

Gov't eyes retail bond sale in first
quarter

21 January 2010

Provided by: BusinessWorld

The government may sell retail Treasury
bonds (RTBs) to overseas Filipino workers
(OFWs) within the first quarter as it ramps
up c Barrewing top plug a gaping budget
shortfall.

"Maybe in the first quarter...We still have to fix
some things," said a Finance department official

a cyesterday wheraaskied about tthe schedule of the

RTB sale.

The official, who requested anonymity, said an
RTB issue would not swamp the market even if
the government decides to push through with a
Samurai bond sale next month.

"These [two issuances] are intended for different
markets," the official said in Filipino.

The Samurai bonds will be sold to the
Japanese market while the RTBs are targeted
at Filipinos living and working abroad.

Reports had previously stated the RTBs to be
sold may be denominated in the dollar or euro
but the source said this "will still be discussed."

Sought for confirmation of the sale schedule,
National Treasurer Roberto B. Tan said in a text
message the government wants the RTB issue
"done earlier than later." He did not elaborate.

Reports have quoted Mr. Tan as saying the
government may sell three- and five-year debt
to OFWs.

The government is resorting to borrowings to
support its expenditure program and to cover a
budget shortfall that is expected to hit P293
billion this year. It plans to raise $2.5 billion
through the overseas commercial market and
$1.8 billion through official development
assistance this year.

Early this month, the Philippines raised $1.5
billion from the sale of dollar-denominated
bonds, making it the first Asian sovereign debt
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issuer this year.

Another source of funding being eyed by the
government is the sale of at least $500 million
worth of Samurai bonds or yen-denominated
papers.

Finance Secretary Margarito B. Teves,
however, said the government is open to
raising the offer to as much as $1 billion
depending on the market appetite.

"Yes (we are open to raising it to $1 billion)...It
will depend on the cash flow and market
appetite," he told reporters yesterday.

The Japan Bank for International Cooperation
(JBIC) said in June last year it was ready to
guarantee the sale of up to $1 billion worth of
Samurai bonds.

The issue, which was originally slated for last
year, was moved to this year after the
government and JBIC failed reach a final
agreement on guarantee costs.

Early this month, however, Finance department
officials said the government and JBIC have
reached an agreement on the guarantee terms
but declined to be more specific.

Mr. Teves said on Tuesday that the Philippines
may float the Samurai bonds in the third week
of February after a road show in Tokyo.

(c) 2010 Business World Publishing Corporation.
BusinessWorld

South Korea

South Korea gets jitters over bond
index inclusion

22 January 2010

Provided by: Reuters News

* Strong won a worry as Seoul slows
WGBI approval

* Government sees situation changed from
crisis days

* Market disappointed but little impact by
move

By Seo Eun-kyung

SEOUL, Jan 22 (Reuters) - South Korea,
desperate a year ago to lure foreign investors
into its treasury bonds, is now fretting that
their imminent inclusion in Citigroup's World
Government Bond Index will make its strong
currency even stronger.

Several finance ministry officials told Reuters
that more time would be needed before joining
the index they were so keen to be part of at the
height of the financial crisis when supply of
dollars were fast running out.

One finance ministry official close to the matter
said he understood that a Citigroup committee
had decided this week to delay its final approval
to include the bonds in the index because it
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wanted to see more active use of the
international settlement system by foreign
investors.

But analysts said the delay had more to do with
government nerves over the impact on the fast
rising won on the exports that drive Asia's
fourth-largest economy.

"The settlement issue sounds like an excuse.
The government does not want the WGBI
inclusion as much as they did a year ago as the
forex liquidity conditions are such that they're
now worried about a strong won," said Yoon
Yeo-sam, a fixed-income analyst at Daewoo
Securities.

WON BANK TO STRENGTH

The authorities stepped in repeatedly earlier
this month to try to rein in the won which has
risen about 30 percent against the dollar since

last March when it was driven to an 11-year
low on investor fears of capital flight.

The currency has slipped in the past few days
due to the dollar's broad rebound, but many
analysts expect it to resume its strength.

The relatively high vyields in South Korean

treasuries -- with five-year yields at 4.78
percent compared with just 2.35 percent on
comparable U.S. Treasuries -- is already

ensuring a steady stream of foreign buying.

SK Securities projected more than $10 billion
worth of global fund will flow into the market,
especially long-end bonds, once they are part of
the WGBI. At the end of November 2009, foreign
investors' combined ownership of local bonds
was 57.5 trillion won ($50 billion) or 5.6 percent
of the total bond issuance.

The government sought inclusion in the index
from early last year, offering tax advantages and
allowing them to use international settlement
systems.

Since last autumn, foreign investors have been
able to settle their deals through two global
securities settlement systems, Euroclear and
Clearstream.

"The delay is, of course, disappointing news,
which will weigh on foreign investors'
appetite for long-end bonds. But the debt
market is holding up pretty well today, partly
because of the plunge in shares,"” Daewoo's
Yoon said.

A LITTLE BIT TRICKY
Foreign investors, barely shaken by the news,

continued to snap up debt futures for 10 days,
the longest shopping spree in two months.

"It is one of the things that ... is a little bit
trickier than what they had previously
expected," said Kenneth Akintewe, a fund
manager at Aberdeen Asset Management in
Singapore, who manages $500 million in assets.

"It is at worst an administrative issue and they
need some time to ensure that all processes are
up and running."
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Three-year treasury futures rose as much as 19
ticks t oa five-week high, with foreign investors'
net buying amounting to 744 billion won.

A government official said South Korea
eventually be part of the WGBI.

"Foreign investors would have not purchased
that much if they believed we would never join
the global index. It's just a matter of time," he
said, without giving any time frame.

The Citi committee will hold its next regular
quarterly meeting in April. ($1=1151.6 Won)

(Additional reporting by Lee Shin-hyung in Seoul and
Saikat Chatterjee in Hong Kong; Editing by Jonathan
Thatcher & Jan Dahinten)

(c) 2010 Reuters Limited - Reuters News

EUROPE
Poland

Polish Dec output, PPI softer, bond-
positive

21 January 2010

Provided by: Reuters News

WARSAW, Jan 21 (Reuters) - Polish industrial
output and producer prices were lower than
expected in December, raising fears over the
scale of the ongoing recovery and supporting
the bond market on softer rate hike
expectations later in the year.

Data showed industrial output rose 7.4 percent
year-on-year last month, below expectations for
a 11.0 percent rise, and below 9.9 percent
reported for November.

Last month's output was largely supported by
the construction sector, where output rose 40.9
percent in month-on-month terms.

"The data is clearly lower than expected,
although November data was a positive surprise.
Now we have a surprise in the other direction.
The structure of industrial output has not
changed, but as a whole it is growing slightly
more slowly," said Piotr Kalisz, chief economist
at Citibank Handlowy.

"The data is neutral (for rates). In the short
term it should support the debt market
because we are dealing with production prices
and net inflation below forecasts."

The Polish zloty was unchanged, while bond
prices firmed slightly immediately after the data,
as investors softened their expectations for
interest rate hikes.

If the recovery is slower than anticipated, rate
hikes that are now expected by about mid-year,
could be delayed, dealers said.

Data also showed on Thursday seasonally
adjusted output rose 6.2 percent year-on-year
and fell 2.8 percent in monthly terms, while
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central bank data showed net inflation at 2.6
percent in December.

"While referring to decisions on interest rates
in the coming months the council pointed out
that in view of the low inflation pressure and
the persisting threats to the sustainability of
economic recovery in Poland, interest rates
should be left at an unchanged level in the
near future,"” central bank minutes also
showed on Thursday.

(Reporting by Adrian Krajewski, writing by Karolina
Slowikowska)

(c) 2010 Reuters Limited - Reuters News

Romania

Romanian yields fall at 3-year T-bond
tender

21 January 2010

Provided by: Reuters News

* Finmin sells 500 min lei in 3-yr bonds,
yields down

* Tender heavily oversubcribed

BUCHAREST, Jan 21 (Reuters) - Romania sold a
planned 500 million lei ($172.5 million) in
three-year treasury bonds at a heavily
oversubscribed tender on Thursday that saw
the cut off yield fall to 8 percent, central bank
data showed.

Yields have fallen sharply across maturities in
January from the flat 10 percent Romania was
giving investors in the fourth quarter of last
year, buoyed by the return of the International
Monetary Fund to review a 20 billion euro aid
package.

The Fund, in Bucharest this week, is widely
expected to unlock as much as 3.3 billion euros
worth  of IMF/European Commission loan
tranches as early as February, after putting the
deal on hold last year due to a months-long
policy deadlock.

On Thursday, bids totalled 3.8 billion lei as
investors were drawn to the high yielding paper.

"The ministry opted to go for the smaller yield,
not bigger volumes, which makes sense for this
maturity," said Vlad Muscalu, ING Bank analyst
in Bucharest.

"For investors, yields seem to matter more now
than fundamentals. And even if Romania does
not have the most attractive fundamentals ... it
has a central bank that has shown it is willing to
protect the exchange rate."

So far this month, the ministry has sold roughly
4.8 billion lei, exceeding its original issuance
plans for January.

It has said it plans to sell 10-12 billion lei in
local currency bills and bonds in the first
quarter of this year, as well as issue a
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Eurobond of around 1 billion euros.

It did not disclose a full issuance figure for 2010.
Romania sold about 65 billion lei in 2009.

(Reporting by Luiza Ilie; editing by Patrick Graham)
(c) 2010 Reuters Limited - Reuters News

Turkey

New Turkey benchmark bond yield
8.46 pct at auction

19 January 2010

Provided by: Reuters News

* Treasury sells 1.608 bin of benchmark in
auction

* Sells $1.159 billion of two-year bond

ISTANBUL, Jan 19 (Reuters) - The Turkish
Treasury sold 1.608 billion lira ($1.1 billion)
of its new Nov. 16, 2011 benchmark bond at
an average yield of 8.46 percent at auction on
Tuesday, Central Bank data showed, after a
poll forecast of 8.45 percent.

It also sold $1.159 billion of a dollar-
denominated two-year fixed coupon bond at an
average price of $10,007, compared with a
Reuters survey forecast of $9,995.

In non-competitive sales ahead of the auction,
the new benchmark attracted net sales of 1.226
billion lira to primary dealers and 200 million lira
to public institutions.

This brought total sales of the benchmark up to
3.034 billion lira, compared with a poll forecast
of 3.4 billion lira.

Including non-competitive sales of the dollar
bond, which amounted to $567.2 million,
totalled sales of this issue were $1.726 billion.
The survey had forecast sales of $2.05 billion.
The Treasury has debt service payments of 19.5
billion lira in January, equal to the level of
planned borrowing.

It has said it plans to borrow 54.5 billion lira
from the domestic market in the first quarter
against redemptions of 53.6 Dbillion lira.
($1=1.451 Turkish Lira)

(Writing by Daren Butler; Editing by Ron Askew)
(c) 2010 Reuters Limited - Reuters News
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Argentina

Argentina Econ Min: To File Debt Swap
Papers with SEC Friday

19 January 2010

Provided by: Market News International
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By Charles Newbery

BUENOS AIRES (MNI) - Argentine Economy
Minister Amado Boudou said Tuesday the
government Friday will make a new
presentation to the U.S.

Securities and Exchange Commission for a
proposed $20 billion bond swap as it seeks to
return to global financial markets for the first
time since 2001.

The deal is "very much on track," Boudou said
on Radio Mitre.

It "is advancing at full speed," he said, adding
that he expects participation of 60% of the
defaulted debt in the offer.

"Argentina can already obtain funds in the
exterior, but the swap will make it so it can do
it at much lower rates,"” he said. Argentina
last borrowed funds from Venezuela at 15%
and last year was offered 14% for a bond
sale.

Boudou first announced the swap last October
and has said it will be held as soon as this
month and completed by February.

But a crisis with the central bank this month
raised speculation of a delay as it soured
investor confidence in the country.

Argentine President Cristina Fernandez de
Kirchner fired Central Bank President Martin
Redrado Jan. 7 after he refused to release $6.6
billion in reserves to help cover the $13 billion in
debt service payments due this year. The
government is creating a fund as a signal of its
commitment and capacity to pay its debt.

Redrado subsequently won a court injunction to
get his job back, sparking a political storm over
the government's methods of trying to oust the
top banker and create the Bicentennial Fund.

The situation worsened on Jan. 12 when U.S.
District Court Judge Thomas Griesa froze at least
$1.7 million in central bank funds in U.S.
accounts at the request of holders of defaulted
Argentine debt.

While the central bank got the freeze lifted Jan.
15, the episode has tarnished the already low
confidence in Argentina's finances and set up
fresh roadblocks in its efforts to settle its
remaining $30 billion in defaulted debt so it can
regain access to global financial markets.

It lost access after a $95 billion default in
2001.

The government is running out of financing
options and views the global market as a
cheaper alternative to the patchwork of
measures it has been using.

Argentina will reopen the 2005 debt swap,
when it paid about 30 cents on the dollar for
three-quarters of the outstanding defaulted
bonds. The government is expected to offer a
larger haircut this time.

It needs to settle the situation with the holdouts
who have been taking legal action to get full
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repayment, raising the possibility that any funds
in raises in global markets can be seized by the
creditors.

Boudou also defended the Bicentennial Fund,
saying this will save the country money because
the reserves are earning less interest than the
government has to pay to borrow.

He added that Finance Secretary Hernan
Lorenzino will return this week from a trip to
Italy and Germany for talks with individual
bondholders to participate in the swap.

(c) 2010. Market News International, Inc.
Market News International

Brazil

Brazil foreign debt hits estimated
$202.505 BN in Dec

20 January 2010

Provided by: AE Brazil Newswire - Financial and
Corporate News Service

Brasilia, 20 - Brazil's foreign debt was at an
estimated $202.505 billion in December,
according to Central Bank data released
Wednesday.

The latest final figure is for September, when
foreign debt amounted to $204.908 billion. In
December 2008, the country had a $198.34
billion foreign debt.

Medium- and long-term debt amounted to
$171.93 billion in December, versus $167.374
billion in September. Short-term debt totaled
$30.575 billion last month, compared to $37.533
billion in September.

(Fernando Nakagawa/Fabio Graner)
(c) 2010 Agéncia Estado - Todos os direitos reservados

AE Brazil Newswire - Financial and Corporate News
Service
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Egypt

Egypt regulations: Corporate bond
norms eased

16 January 2010

Provided by: Economist Intelligence Unit -
ViewsWire

FROM THE ECONOMIST INTELLIGENCE UNIT

The Egyptian government has simplified

regulations for issuing corporate bonds, in a
fresh bid to develop the capital market and to
diversify the sources of finance for companies
and for infrastructure projects. The move
reflects concern about the impact on growth of

PDM Network Weekly Newsletter on Emerging Markets

the reluctance or, in some cases, inability of
banks to increase their lending to the corporate
and project finance markets.

The investment minister, Mahmoud Mohieldin,
said on January 4th that, after consultation with
the Egyptian Financial Supervisory Authority
(EFSA), he had issued a decree amending some
of the rules covering bond issuance laid out in
the capital market law (Law 95 of 1992).
According to the previous system, bond issuers
were required to include in their prospectus a
forecast for their financial statements for the
period up t o t he
government seems to have concluded that this
requirement had hindered a number of aspiring
issuers, as they were unable to make realistic
medium-term projections of their financial
position. The new criteria are based on those
that apply for initial public share offerings, with
the additional requirement that the issuer must
have a credit rating from a reputable agency.

The bond market is currently dominated by
government securities, with about E£130bn
(US$23.6bn) worth of outstanding treasury
bonds and Dbills as of end-November,
according to the Ministry of Finance. The
ministry has recently announced its intention
to try to promote more trading in these
securities by issuing them in larger amounts
with fewer maturities. It is hoped that this
will help to provide an effective benchmark
for corporate issuers.

Banks have become more risk-averse in light of
the global financial crisis, and have shown a
strong preference for investing in government
paper, rather than increasing their lending to
corporate clients. Egyptian banks must also
observe strict limits on their exposure to single
clients.

Mr Mohi el dinds decision
EFSA had approved plans by the Egyptian
Company for Mobile Services (ECMS), the
operator of the Mobinil mobile-phone network,
to issue a E£1.5bn bond. One of the reasons
that the company has chosen this mode of
raising finance is thought to be the difficulty it
faces in borrowing from Egyptian banks, owing
to their high level of exposure to Orascom
Telecom, one of the principal shareholders in
ECMS. (Orascom has been involved in a
prolonged tussle over the sale of its stake in
ECMS to France Telecom, which has still not
been resolved.) The five-year bonds will have a
fixed annual coupon of 12.25%, and ECMS has
said that it will seek to place the bulk of the
issue with non-bank financial institutions, both
inside and outside Egypt. EFG-He r me s ,
largest investment bank, is underwriting the
issue.

(C) 2010 The Economist Intelligence Unit Ltd.
Economist Intelligence Unit i ViewsWire

For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it

bondds

came

Egypt 6s


reuters://REALTIME/verb=Headlines/ric=%22GPW:BFW/s%22
reuters://REALTIME/verb=Headlines/ric=%22GPW:BFW/s%22
reuters://REALTIME/verb=Headlines/ric=%22GPW:EIUCP/s%22
reuters://REALTIME/verb=Headlines/ric=%22GPW:EIUCP/s%22

Egypt authority to issue 10 bin
Egyptian pound bond, its first

15 January 2010

Provided by: Reuters News

CAIRO, Jan 15 (Reuters) - Egypt's New Urban
Communities Authorities will issue a 10
billion Egyptian pounds ($1.84 billion) bond,
the first since the government changed laws
to allow quasi-state bodies to issue bonds
directly, a newspaper reported.

The one year bond, whose yield has yet to be
set, will be issued in three tranches with 5 billion
pounds offered in the first quarter of the year,
al-Masry al-Youm said, quoting Mohamed
Assaad, public debt adviser to the minister of
finance.

Egypt has changed its laws to let utilities and
other quasi-government organizations issue
bonds in a move to expand its debt market.
Commercial International Bank will administer
issuing the bonds for the New Urban
Communities  Authorities, a state body
responsible for developing satellite cities around
Cairo.

"The new law allows quasi-government
institutions or major national firms to collect
debt from Egypt's capital market," Assaad said.

Egypt's government has expanded its borrowing
dramatically in the last few years, and has
streamlined rules for both corporate and
government instruments.

It hopes to set up a secondary bond market
this year. Allowing state utilities to issue
bonds would also make it easier for the
government to finance infrastructure and
other projects.

The value of bond transactions jumped to 41
billion pounds, double the amount from last
year, al-Masry al-Youm said, quoting a stock
market report.

(Writing by Marwa Awad; Editing by Andy Bruce)
(c) 2010 Reuters Limited - Reuters News

ANALYSIS

INTERVIEW-U.N. debt expert to focus
on vulture funds

21 January 2010

Provided by: Reuters News

* UN expert: no justification for unethical
vulture funds

* Calls for legislation to control activity
By Jonathan Lynn

GENEVA, Jan 21 (Reuters) - The United Nations
independent expert on foreign debt is
targeting vulture funds after a couple of high-
profile rulings ordering poor African states to
make multi-million-dollar payments to the
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shadowy investors.

Cephas Lumina told Reuters his annual report in
June to the U.N. Human Rights Council would
concentrate on wvulture funds and call for
legislative measures to control them.

The funds -- investors who buy up deeply
discounted sovereign debt and then pursue
payment at face value through the courts -- are
in focus as governments mull tough reforms of
financial regulation and developing countries
seek resources in the wake of the global
financial crisis.

"There is a need for more concrete action,
preferably through legislation, to ensure that
these vulture funds do not have the
opportunity to make a profit in circumstances
that are clearly unethical,"” the Zambian
human rights lawyer said.

"What the vulture funds do at present is not
illegal but one can make the argument that what
they do is unethical," said Lumina, who holds an
extraordinary professorship in human rights at
the University of Pretoria.

Lumina, one of 39 independent experts
mandated by the Human Rights Council to
monitor different countries or topics, influences
the debate on regulation through his reports to
the council, which feed through to the U.N.'s
broader work.

He is also working with an expert group set
up by the United Nations Conference on Trade
and Development (UNCTAD) and funded by
Norway to draw up criteria for establishing
the legitimacy of sovereign debt.

NO JUSTIFICATION

Lumina said the profit motive was
understandable but there was simply no
justification for a fund to buy discounted debt
for $3 million and then sue a developing
country for $55 million to repay it.

He was citing the example of Donegal
International, registered in the British Virgin
Islands, which sought $55 million from Zambia
to settle a $15 million loan made by Romania in
1979, which Donegal had bought for $3.2
million.

After a British court found for Donegal in 2007,
Zambia settled for $15.5 million.

In November last year a British court ordered
Liberia to pay $20 million to two funds, Hamsah
Investments of the British Virgin Islands and
Wall Capital of the Cayman Islands.

The sum is equivalent to 5 percent of the 2009
budget of Liberia, which is recovering from a 14-
year civil war that ended in 2003.

The claim appeared to be based on a $6.5
million loan to Liberia by former U.S. bank
Chemical Bank in 1978. A New York court ruled
in 2002 that Liberia owed $18 million, and the
two funds were trying to collect that sum plus
interest.
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Lumina noted that Liberia was a user of the
International Monetary Fund's multilateral debt
relief initiative, which gives heavily indebted
poor countries 100 percent relief on eligible debt
from the IMF, World Bank and African
Development Bank.

One instrument already exists to help poor
countries repurchase discounted debt -- the
World Bank's debt reduction facility.

But the participation of commercial parties is
voluntary: they can opt to sue for the full value
rather than selling at a discount.

Lumina said there was a need for states to curb
vulture fund activity, and litigation was typically
initiated in creditor countries like the United
States, Britain and France.

(Editing by Stephanie Nebehay and Ralph Boulton)
(c) 2010 Reuters Limited - Reuters News
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