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ASIA 
  

APAC Asia-Pacific 

Fitch Rtgs: APAC Frontier Sovereigns 

Diverge; Vietnam Achieves Stable 

Growth  

01-Nov-2019  
Fitch Ratings-Hong Kong-October 31: Diverging 

APAC frontier market sovereign ratings in 

recent years reflect Vietnam's lengthening 
record of macroeconomic stability while 
Mongolia, Sri Lanka and Pakistan have faced 
external vulnerabilities, Fitch Ratings says. 

Our Positive Outlook on Vietnam suggests this 
divergence could continue, notwithstanding the 
varying degrees of stabilisation seen in the other 
three sovereigns' credit profiles. 
This year, we have affirmed the four 
sovereign ratings at 'BB' (Vietnam), 'B' (Sri 

Lanka and Mongolia), and 'B-' (Pakistan). The 
revision of our Outlook on Vietnam to Positive in 
May reflected improving economic management, 
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current account surpluses, falling government 

debt, high growth and stable inflation. 
The delayed payment on a Vietnamese 
government-guaranteed loan in September was 

paid in full within the month and Fitch 
understands the administrative problems that 
gave rise to this delay are being addressed. 
Therefore, the delayed payment does not have 

an immediate impact on the rating. 
Vietnam's economic expansion has been 
driven by strong FDI, mostly into the 
manufacturing sector, and steady export 
growth. Exports as a share of Vietnamese GDP 
rose from 2011-2018, while the ratio fell in 

both Sri Lanka and Pakistan. Vietnam's current 
account surpluses have helped build up external 
buffers and its external liquidity ratio is well 

above the 'BB' category median, although 
funding costs will rise over time as Vietnam 
moves from concessional to market funding. 
GDP growth remained strong in 9M19 at 7.0% 

yoy and a similar annual growth rate in the last 
quarter would maintain Vietnam as one of the 

fastest-growing economies in APAC and in the 
'BB' rating category globally. Vietnam appears to 
be benefitting from near term trade diversion 
and production shifts resulting from US-China 
trade tensions, although large-scale relocation of 
manufacturing to Vietnam will take time, and 
the country's high degree of trade openness 

means it may ultimately feel affects from the 
trade war. 
Sri Lanka's policy environment has improved 
after the resolution of last year's political 
crisis and the recovery in tourism has been 
faster than expected following April's 

bombings. Near-term external and fiscal 
financing constraints have eased with the 

resumption of the country's IMF programme and 

sovereign bond issuance of USD4.4 billion. 
Pakistan has also benefited from an IMF 
programme approved in July and policy 
measures to narrow the current account deficit. 
These have helped lower the trajectory of gross 
external financing needs. 

However, both countries' external debt service 
obligations remain high. Substantial redemptions 
will contribute to Sri Lanka's total external debt 
service of about USD19 billion in 2020-2023 
against foreign exchange (FX) reserves of 
USD7.6 billion at end-September. Pakistan's 

annual external debt service obligations 

amount to around USD8 billion-9 billion for 
the next several years (liquid FX reserves 
were around USD8 billion at end-September), 
partly due to increasing repayments related to 
loans under the China-Pakistan Economic 
Corridor. 

Improving export performance would help Sri 
Lanka and Pakistan meet their heavy external 
debt service commitments, although it is unclear 

how far they will be able to follow Vietnam's lead 
by enhancing competitiveness and attracting 
FDI. Both lag Vietnam in the World Bank's ease 
of doing business ranking. Pakistan is one of the 
10 economies where the business climate has 
improved the most over the past year, but 

further reforms could be politically challenging, 

and adherence to previous IMF programmes has 
been uneven. In Sri Lanka, political tensions 
could resurface around November's presidential 

elections, which could result in policy slippage. 
A history of sharp policy swings around election 
cycles is also a key rating consideration in the 
case of Mongolia. Mongolia's rating was 

upgraded in mid-2018, following improvements 
in fiscal and external metrics, underpinned by a 
three-year IMF Extended Fund Facility. Since 
then, credit trends have remained positive 
including robust growth and further 
improvements in public finances. We expect a 

second consecutive budget surplus in 2019. 
However, risks from a still-to-be-completed 
financial sector Asset Quality Review and the 
potential for political shocks or fiscal slippage 
ahead of parliamentary elections next year have 
constrained positive rating momentum. 
 
Media Relations: Alanis Ko, Hong Kong, Tel: +852 
2263 9953, Email: alanis.ko@thefitchgroup.com; 
Leslie Tan, Singapore, Tel: +65 6796 7234, Email: 
leslie.tan@thefitchgroup.com; Wai Lun Wan, Hong 
Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved. 
 
 

China 

China's local gov't bond issuance drops 

in September   

29-Oct-2019  
BEIJING, Oct. 29 (Xinhua) -- China's local 

governments issued fewer bonds in 
September after a rise a month ago, official 
data showed. 

The value of local government bonds issued in 
September totaled 219.6 billion yuan (about 31 
billion U.S. dollars), down from 569.5 billion 
yuan in August, according to the Ministry of 
Finance (MOF). 
In the first nine months, local governments 
issued nearly 4.18 trillion yuan in bonds, 
including 2.51 trillion yuan worth of special-

purpose local government bonds aimed at 
providing financial support for public-interest 
projects. 

To further spur the economy, China has eased 
the restrictions on infrastructure construction 
financing, allowing local governments to use part 
of special-purpose bonds as project capital to 
support major national infrastructure projects. 

Local authorities were required to accelerate 
bond issuance and try to complete the annual 
bond quota by the end of September. 
MOF data also showed outstanding local 
government debt amounted to 21.415 trillion 
yuan by the end of September, below the official 
ceiling of 24.077 trillion yuan set for the year.  

 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 
For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

Follow us on Twitter @pdmnet and on our website wwwpublicdebtnet.org 

  4 

 
 

China's Guangdong province plans to 

use 2020 quota for bond issuance in 

Nov  

29-Oct-2019  
BEIJING/SHANGHAI, Oct 29 (Reuters) - China's 

southern province of Guangdong plans to use 
some of its 2020 bond issuance quota to issue 
debt as early as November, three sources with 
knowledge of the situation told Reuters, as 
Beijing leans on fiscal stimulus to boost 
growth. 

The sources said the provincial government's 
plans to issue special-purpose bonds next month 

using next year's quota still required approval 
from the finance ministry. 
The province will seek to issue an additional 100 
billion yuan ($14.2 billion) worth of special-
purpose bonds before the end of 2019, the 
sources said. Special-purpose bonds are 

targeted at specific funding needs such as land 
development and infrastructure. 
One source said China would allow local 
governments to front-load the issuance of up to 
1 trillion yuan of next year's nationwide special 
bond quota. The full-year quota has not yet 
been released.  
Local government bond issuance typically 
begins in March, following approval of quotas 
at the National People's Congress. But China's 
State Council approved the 2019 quota in late 
2018, giving local governments a head start 
on projects to prop-up a flagging economy. 

Reuters was not immediately able to reach the 
Guangdong provincial finance bureau for 
comment. 

China's statistics bureau said earlier this month 

that the country would front-load some 2020 
special local government bond issuance to this 
year. 
China's finance minister said in September that 
local governments were on track to complete 
bond issuance within their annual quota for 2019 

by the end of September. 
 
($1 = 7.0581 Chinese yuan) 
(Reporting by Xiaochong Zhang in Beijing and Andrew 
Galbraith in Shanghai; 
Editing by Shri Navaratnam and Stephen Coates) 
(( Andrew.Galbraith@tr.com ; +86 21 2083 0079; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2019.  
 
 

China's finance ministry to re-issue 

euro bonds after 15-year hiatus  

31-Oct-2019  

 BoC to assist with euro-denominated 
sovereign bonds 

 BoC will be lead underwriter and 
bookkeeping manager  

 First re-issue in 15 years 

SHANGHAI, Oct 31 (Reuters) - Bank of China 

Ltd said on Thursday it was appointed by the 
country's finance ministry to assist with the 

re-issue of euro-denominated sovereign 
bonds after a 15-year hiatus. 

The Bank of China, the country's most 
international state-owned lender, will be the 
joint lead underwriter and bookkeeping manager 
for the re-issue of the euro-denominated 
sovereign bonds in Europe.  

The lender announced the re-issue on its official 
website.  
The re-issue is the first since the issuance of 1 
billion euros of sovereign bonds by the Ministry 
of Finance in 2004.  
 
(Reporting by Wang Jing and Engen Tham in Shanghai 
Editing by Jacqueline Wong) 
(( engen.tham@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

India 

India fiscal deficit nears 93% of full-

year target in 6 months, limiting scope 

for tax cuts  

31-Oct-2019  
• Apr-Sept fiscal deficit passes 92% of 
full-year target 
• Analysts warn govt may miss 
budgeted target of 3.3% of GDP 
• Widening deficit limits scope for more 

tax cuts  

By Manoj Kumar 
NEW DELHI, Oct 31 (Reuters) - India's fiscal 

deficit in the six months through September 
approached 93% of the target for the full 
year, limiting the scope for Prime Minister 
Narendra Modi to consider more tax cuts to 
boost economic growth. 

Modi announced a $20 billion corporate tax cut 

in September, aiming to boost corporate 
investments and economic growth, and is under 
pressure to consider cutting tax rates for 
individuals to support consumer demand. 
Growth in Asia's third-largest economy slowed to 
a six-year-low of 5% year-on-year in the April-
June quarter, dragged down by slowing domestic 

demand and investments, and is projected to 
grow 6.1% in the current fiscal year compared 
to 6.8% in the previous fiscal year. 
India's fiscal deficitin the six months through 
September stood at 6.52 trillion rupees 
($91.84 billion), or 92.6% of the budgeted 
target for the current fiscal year, government 
data showed on Thursday. 

Infrastructure output, which comprises eight 

sectors such as coal, crude oil and electricity, 
accounting for nearly 40% of India's industrial 
output, fell 5.2% in September from a year 
earlier, the worst performance in years, separate 
data released on Thursday showed. 
Analysts said the government faces a "daunting 

task" of containing the deficit at a targeted 3.3% 
of GDP for the current fiscal year ending in 
March 2020 as growth in tax collection has 

mailto:Publicdebtnet.dt@tesoro.it
mailto:Andrew.Galbraith@tr.com
rm://andrew.galbraith.thomsonreuters.com@reuters.net/
https://twitter.com/apgalbraith
mailto:engen.tham@thomsonreuters.com
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slowed down.  

"The worrying trend is dismal performance of tax 
revenue," said Devendra Pant, chief economist 
at India Ratings and Research, the Indian arm of 

Fitch, adding net tax receipts grew 4.2% in the 
first half of the fiscal year. 
Krishnamurthy Subramanian, chief economic 
adviser at the finance ministry, earlier this 

month told Reuters the government had slashed 
corporate taxes to attract investment and was 
looking for ways to boost consumer demand to 
support that investment. 
The government would need 42% growth in 
tax collections in the second half of the year 
to meet the budgeted target of 16.5 trillion 
rupees, Pant said. 

Net tax receipts in the first half of the current 
fiscal year ending in March 2020 were 6.07 
trillion rupees, while total expenditure was 14.89 
trillion rupees, the data showed. 
"Had there not been one time windfall gain from 

the RBI (Reserve Bank of India), the fiscal deficit 
would have looked much worse," he said.  

The central bank earlier this year agreed to 
transfer a much higher-than-expected dividend 
of 1.76 trillion rupees to the government. 
In the six months through September, the pace 
of government spending has grown, with higher 
outlays on farm, social security and fuel 
subsidies. 

 
($1 = 70.9930 Indian rupees) 
(Reporting by Manoj Kumar; Editing by Bernadette 
Baum) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds Seen Higher Tracking U.S. 

Treasuries   

01-Nov-2019  
By Siddhi Nayak 
NewsRise 
MUMBAI (Nov 01) -- Indian government bonds 

are likely to rise in early session as U.S. 
Treasury yields and crude oil prices fell 

overnight amid renewed concerns over a 
potential U.S.-China trade deal. 

The yield on the new benchmark 6.45% bond 
maturing in 2029 is likely to trade in a range of 
6.42%-6.48% in the morning session, a trader 
with a state-run bank said. The note ended at 
99.98 rupees, yielding 6.45%, yesterday. The 

Indian rupee settled at 70.92 to the dollar. 
Demand for global safe-haven assets rose after 
Bloomberg News reported yesterday, citing 
unnamed sources, that Chinese officials have 
doubts about reaching a comprehensive long-
term trade deal with Washington. The yield on 
the U.S. 10-year Treasury note slipped to a two-

week low of 1.6810% yesterday, and fell 11 
basis points overnight to close at 1.6910%. 
The benchmark Brent crude contract fell for the 
third consecutive session today, and slipped 

below the $60 per barrel mark on demand 

concerns for the commodity. India imports over 
80% of its crude oil requirements. 
“Traders may want to cover some short 

positions today, as global risk sentiment remains 
weak, and trade uncertainty is likely to drive 
U.S. yields and crude oil prices further down 
from here,” the trader said. “However, fresh 

debt supply is likely to cap gains and support 
bond yields.”  
New Delhi will raise up to 160 billion rupees via 
a weekly auction today, which includes 40 billion 
rupees of a new five-year paper. 
Concern over New Delhi missing its fiscal 
deficit target for this financial year has kept 

underlying bond market sentiment cautious. 
India aims to maintain the fiscal deficit at 
3.3% of gross domestic product this year. 

KEY FACTORS: 
*Benchmark Brent crude oil contract trading 
0.8% lower at $59.72 per barrel, after falling 

0.6% yesterday. It fell to $59.42 per barrel 
today, the lowest since Oct. 23. 

*Ten-year U.S. yield at 1.6980%, after slipping 
11 basis points in the previous session. It 
slipped to a two-week low of 1.6810% 
yesterday. 
*Foreign investors bought net $139.25 million 
worth of Indian bonds on Oct. 31. Month-to-date 
these investors are buyers of net $582.40 

million of Indian debt. 
*Auto companies to detail October vehicle sales 
data. 
*RBI to release weekly foreign exchange data. 
*RBI to conduct 160 billion rupees weekly bond 
auction. 
*RBI to set underwriting fees for 160 billion 

rupees weekly bond auction. 
*RBI to conduct 14-day term repo auction worth 

255 billion rupees. 
 
*RBI to conduct three-day variable rate reverse repo 
auction worth three trillion rupees. 
- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353300 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Indonesia hikes state health insurer's 

premiums to plug deficit  

30-Oct-2019  
JAKARTA, Oct 30 (Reuters) - Indonesia's state 

health insurer will raise regular customers' 
premiums starting 2020 to patch up deficits 
and the government will chip in to cover this 
year's $2.3 billion estimated cash shortfall, 
according to a government statement on 
Wednesday. 

The burden of supporting the state-owned 

agency providing some of the biggest health 
system in the world has become a growing fiscal 

mailto:Publicdebtnet.dt@tesoro.it
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risk for Southeast Asia's largest economy. 

BPJS Kesehatan, which provides universal health 
coverage for over 200 million people, has been 
facing cash problems not long after its inception 

in 2014, regularly booking claims far exceeding 
premiums it collects. The premiums are 
regulated by the government. 
BPJS is set to record a 32 trillion rupiah ($2.28 

billion) cash deficit at the end of the year 
without government help and this may grow 
more than two-fold to 77 trillion by 2024, 
company executives have warned. 
Starting next year, the government will raise 
premiums for the cheapest insurance package 
by 65% to 42,000 rupiah a month and two 
other packages by more than 100% to 

110,000 rupiah and 160,000 rupiah per 
month, according to a statement by the 
Cabinet Secretariat. 

There will be additional funds given to the 
insurer by the state this year, as the regulation 

calls for a retroactive increase from August of 
state-covered premiums for 133 million poor and 
vulnerable people by 83% to 42,000 rupiah a 

month. 
Askolani, director general of budgeting at the 
finance ministry, said the government was still 
calculating how much it would have to transfer 
to BPJS based on the new rules. 
BPJS chief executive Fachmi Idris did not 
respond to a request for comment. 

The finance ministry had originally planned for 
an increase for the cheapest package to start in 
September, but after receiving backlash from 
trade unions, President Joko Widodo ordered for 
this to be reviewed. 
Muhammad Nafan Aji, a Binaartha Sekuritas 

analyst, said the premium increase can be a 
positive catalyst for listed companies in 

healthcare and pharmaceutical, such as hospital 
operator Mitra Keluarga Karyasehat and Kalbe 
Farma. 
"Billing payments to BPJS will be more flexible, 
easier," Aji said, adding that better financial 

position would allow the insurer to pay hospitals 
on time, ensuring payments to pharmaceutical 
companies as well. 
Last year, the government ordered an audit into 
BPJS after it injected 10.1 trillion rupiah to help 
the insurer manage its cashflow. State auditors 
have given BPJS executives some 

recommendations to improve governance to get 
the company out of the red. 
 
($1 = 14,040.0000 rupiah) 
(Reporting by Tabita Diela; Additional reporting by 
Maikel Jefriando; Writing by Gayatri Suroyo; Editing by 
Muralikumar Anantharaman) 
((tabita.diela@thomsonreuters.com; 
+622129927621)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kuwait 

Kuwait, Gulf central banks cut key 

rates following Fed  

30-Oct-2019  
DUBAI, Oct 30 (Reuters) - Kuwait’s central 

bank cut its benchmark interest rate on 
Wednesday, joining the Federal Reserve-led 
monetary easing cycle with its Gulf peers for 
the first time since July.  

Saudi Arabia, United Arab Emirates and Bahrain, 
whose currencies are pegged to the U.S. dollar, 

also cut rates. 
Kuwait cut its discount rate by 25 basis points to 
2.75% from 3% after staying pat in July and 
September when other major Gulf central banks 
followed the Federal Reserve.  
Kuwait's currency is pegged against a basket of 

currencies of its trading partners unlike its Gulf 
peers. 
The decision aims to "reduce the cost of 
borrowing in the Kuwaiti dinar, maintain a 
comfortable margin for the Kuwaiti dinar, and 
prove a supportive environment for 
investment," the central bank said in a tweet. 

The Federal Reserve on Wednesday cut interest 
rates for the third time this year in a move to 

ensure the U.S. economy weathers a global 
trade war without slipping into a recession, but 
signaled its rate-cut cycle might be at a pause. 
Kuwait's latest move came as its economy is 
facing headwinds from oil production cuts by 
major OPEC and non-OPEC oil producers, 
The International Monetary Fund has projected 

Kuwait's economy will grow by 0.6% in 2019 
and Saudi Arabia's economy to expand just 
0.2%, cutting its earlier forecast. 
The Saudi Arabian Monetary Authority (SAMA) 
cut its repo rate, used to lend money to banks, 
to 225 basis points from 250 bps, and the 
reverse repo, the rate at which commercial 
banks deposit money with the central bank, 
by the same margin to 175 bps. 

The United Arab Emirates' central bank also said 
it was cutting interest rates applied on the 
issuance of certificates of deposits by 25 basis 
points, and reduced the repo rate for borrowing 
short-term liquidity had been cut by 25 basis 
points. 
Bahrain's central bank, which had avoided a rate 

cut in September, cut all its key rates by 25 
basis points. 
It cut its one-week deposit facility to 2.25%, its 
overnight deposit rate to 2%, its one-month 
deposit rate to 2.6%. It cut its lending rate to 
4% from 4.25%. 

 
(Reporting By Aziz El Yaakoubi, Asma Alsharif, writing 
by Nafisa Eltahir; Editing by Chizu Nomiyama) 
((aziz.elyaakoubi@thomsonreuters.com; 
+971552994086; Reuters Messaging: 
aziz.elyaakoubi.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
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Lebanon 

IMF urges Lebanon reforms, protesters 

keep up pressure  

28-Oct-2019  
• Protesters block roads with 
barricades, tents, cars 
• Banks remained closed for ninth day 
• IMF evaluating emergency reform 
package 

By Eric Knecht 
BEIRUT, Oct 28 (Reuters) - The International 

Monetary Fund said on Monday Lebanon 

should urgently implement reforms to restore 
confidence and economic stability, as 
protesters kept up the pressure on politicians 
they accuse of corruption by setting up new 
road blocks. 

Security forces deployed in larger numbers on 

Monday in Beirut but they did not try to force 
protesters to remove road blocks that have 
obstructed movement across much of the 

country. 
On one street leading into central Beirut, 
demonstrators had blocked all of the side roads 
with makeshift barricades. 
The crisis is deadlocked with no sign of moves 
by the government to give ground to protesters 
whose demands include its resignation. 

Banks remained closed on Monday. They have 
been shut for nine working days, citing safety 
concerns. Bankers and analysts also cited wide 
fears depositors will try to take out their savings 
when banks reopen.  
The IMF said it was evaluating an emergency 
reform package the Lebanese government 

announced last week, but which has failed to 
defuse the popular anger or reassure foreign 
donors.  

On Monday, the first day of Lebanon's work 
week, protesters cut major arteries across 
Lebanon, using cars, tents and dumpsters.  
"We know we are facing lying, corrupt ruling 
authorities. It's been 30 years of promises and 

promises. Why would I believe them now?" said 
Rawad Taha, 21, a university student manning a 
road-block in Beirut.  
"I won't leave the street until the government 
resigns or there's a tangible change I can feel." 
REFORM PACKAGE 
Lebanon is saddled with one of the world's 

highest levels of government debt as a share 
of economic output. The IMF has forecast a 
fiscal deficit of 9.8% of GDP this year and 
11.5% next year. 

Prime Minister Saad al-Hariri's coalition 
government, which includes nearly all of 
Lebanon's main parties, tried to appease the 
protesters with a set of reforms including anti-
corruption laws and long-delayed reforms aimed 

at fixing the state finances. 
The plans includes accelerating long-delayed 
steps to fix the state-run power sector, which 
drains $2 billion from the treasury per year while 
failing to meet power needs for the Lebanese.  

"We need to see not only what is in the package 

but also the timeline of the package for a 
country like Lebanon that has such high level of 
debt over GDP and high levels of twin deficits," 

Jihad Azour, director of the IMF's Middle East 
and Central Asia Department told Reuters. 
"Fundamental reforms are urgently needed in 
Lebanon in order to restore macro-economic 
stability, bring confidence back, stimulate 

growth and provide some solutions to the 
issues that were raised by the street," Azour 
said. 

Donor states and institutions last year pledged 
some $11 billion to Lebanon to finance capital 
investment. But they first want to see reform. 
Azour said that to restore confidence in the 
economy some of the changes in the energy and 

telecom sectors must be "clearly implemented 
with a very articulate timetable". 
The rallies have drawn people from around 
Lebanon furious at sectarian political leaders 

they see as plundering state resources for 
personal gain.  
The size and wide reach of the leaderless 

protests has been extraordinary in a country 
long fractured along sectarian lines where 
political movements struggle to draw national 
appeal.  
In the southern city of Sidon, army soldiers 
sought to persuade sitting demonstrators to 

move from a main highway stretching to Beirut, 
picking some up off the ground. The protesters 
raised their hands and chanted "peaceful, 
peaceful" in unison.  
People lit fires in barrels to keep roads closed 
north of the capital in Zouk. 
"Our goal is for people not to go to work, so they 

can join the protests. So that politicians feel this 
and resign and leave us the hell alone," said 

Mohamed, a mechanical engineer blocking a 
road with a group of young protesters in Beirut. 
 
(Reporting by By Davide Barbuscia 
in Dubai, Ellen Francis, Alaa Kanaan, Issam Abdallah, 
and Reuters TV in Beirut 
Writing by Eric Knecht and Ellen Francis; Editing by 
Tom Perry and Alison Williams) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon bond selloff sees shorter-

dated yields top 30%  

29-Oct-2019  
LONDON, Oct 29 (Reuters) - Lebanon's 

sovereign dollar-bonds suffered fresh falls on 
Tuesday in the wake of a stark central bank 
warning, with yields of issues maturing in the 
next 18-months climbing to around 30%.  

The 2021 issue dropped 1 cent to a record low 
of 75.29 cents in the dollar, according to 
Tradeweb data, with yields at 30.1%. 
Lebanon's central bank governor said on Monday 

a solution must be found in days to a crisis 
unleashed by huge protests against the ruling 
elite, saying this would restore confidence and 
avoid any future economic collapse. 
The crisis has paralysed Lebanon, closing banks 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 
For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

Follow us on Twitter @pdmnet and on our website wwwpublicdebtnet.org 

  8 

for a tenth working day with schools and some 

businesses remaining shuttered. 
 
(Reporting by Karin Strohecker, editing by Mike Dolan) 
((karin.strohecker@thomsonreuters.com; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon suffers record bond sell-off as 

PM Hariri resigns, protests turn violent  

29-Oct-2019  
By Karin Strohecker and Tom Arnold 
LONDON, Oct 29 (Reuters) - Lebanon's 

sovereign dollar bonds suffered one of their 
worst days on record on Tuesday after Prime 
Minister Saad al-Hariri resigned, fanning 

uncertainty about how the country will 
emerge from its most dire economic crisis in 
nearly 30 years. 

In a televised address to the nation, Hariri 
declared he had reached a "dead end" in trying 
to resolve almost two weeks of widespread 
unrest. The address came after a mob loyal to 
Shi'ite Muslim groups Hezbollah and Amal 

attacked and destroyed a protest camp set up 
by anti-government demonstrators in Beirut.  
The 2021 and 2020 issues chalked up their 
steepest daily falls on record, plummeting 6 
cents, according to Tradeweb data.  
Yields on some bonds have soared with the 
2020 bond issue reaching 38%, indicating 
borrowing costs are prohibitively expensive 

for the heavily indebted country. 

An unprecedented wave of protests has swept 
Lebanon since Oct. 17, with thousands of people 
on the street demanding the government resign 
amid growing anger at political leaders accused 

of corruption. The crisis has paralysed Lebanon, 
with schools and some businesses remaining 

shuttered. The country's banks have been closed 
for 10 days. 
"It is difficult to see this (government 
resignation) as a positive," said Brett Diment, 
head of global emerging market debt at 
Aberdeen Standard Investments, adding there 
was no clarity as to what an alternative 

government could look like.  
"It's a very a challenging situation and Lebanon 
has high bills to pay and it's going to be difficult 
for it get through the current situation without 
meaningful economic reforms." 
Some dollar bond issues, such as the 2020 have 
lost 16 cents since the protests started in mid-

October.  

Lebanon's 5-year credit default swaps (CDS), a 
measure of the cost of insuring sovereign debt 
against default, jumped by 54 basis points (bps) 
from Tuesday's close to a record of 1,435 bps 
earlier in the day after Reuters earlier cited 

sources as saying Hariri was likely to resign, 
according to IHS Markit data. Credit default 
swaps implied a probability of Lebanon 
defaulting on its debt of 26% within the next 
year and 59% within the next five years, IHS 
Markit calculated. 

"If this government is responsible for the dire 

situation it could be positive, but usually the 
removal of any government without a clear plan 
for the future is never a good thing," said 

Cristian Maggio, head of emerging markets 
strategy at TD Securities. 
"Since late 2018 the country has had a 
systemic deterioration of its credit metrics 
and the market has moved ahead of 

expectations, which means it's pricing in a 
downgrade of a couple of notches below what 
is the average rating for Lebanon at the 
moment." 

The premium of Lebanese debt over safe-haven 
U.S. treasuries as measured by the JP Morgan 
EMBI emerging market debt benchmark index 
soared to a record high of 1715 basis points. 

Lebanon is one of four countries, together with 
hotspots Argentina, Venezuela and Zambia, to 
have a spread of more than 1000 bps.  
Credit ratings have also come into focus: S&P 

Global rates Lebanon is at B-, yet the implied 
rating calculated on the basis of CDS prices 
stood one notch below at CCC+. Moody's already 

rates Lebanon one notch lower than S&P at Caa1 
while Fitch cut to CCC in August - the lowest 
rating among the three agencies. 
On Monday, Lebanon's central bank governor 
warned that a solution to the crisis must be 
found in just days to restore confidence and 
avoid any future economic collapse. 

 
(Reporting by Karin Strohecker and Tom Arnold, 
editing by Mike Dolan and Mark Heinrich) 
((karin.strohecker@thomsonreuters.com; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Breaking Lebanon's FX peg could be 

ruinous for hugely indebted country  

31-Oct-2019  
• Black market indicates discount to peg 
of over 20%  
• Salameh on Monday ruled out breaking 
the peg 
• Lebanon has huge overseas liabilities 
• Debt to GDP ratio of about 150%  
• That ratio would jump under 
devaluation  

By Tom Arnold 
LONDON, Oct 30 (Reuters) 
The risk of devaluation has risen as Lebanon 
grapples with its most severe economic 
pressures since the 1975-90 civil war, with 
widespread protests that have toppled the 
coalition government of Saad al-Hariri. 

Central Bank Governor Riad Salameh governor 
once again ruled out a break in the long-

standing peg on Monday, saying the government 
had the means to maintain it. 
But with the black market exchange rate 
indicating a discount to the peg of more than 
20%, observers say a double-digit devaluation 
has become increasingly likely, especially in the 
wake of Hariri's resignation on Tuesday.  
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Unlike many other economies with such currency 

pegs, Lebanon has huge overseas liabilities, 
burdened by a debt to GDP ratio of around 
150%, the third highest in the world. 

That ratio would soar further under a 
devaluation, making Beirut's ability to repay its 
debt tougher still. 
"The fixed exchange rate and banking sector 

model have simply not been working for the 
wider economy," said Timothy Ash, senior 
emerging markets strategist at BlueBay Asset 
Management, which was underweight heading 
into the crisis.  
"Some combination of debt restructuring and a 

more flexible and competitive exchange rate 
seems likely." 
Lebanon has long been a comfortable part of 
many foreign funds' portfolios and despite 
bouts of volatility, such as in 2008, when 
Hezbollah fighters briefly seized control of the 
capital, it has never defaulted on its external 
debt. 

BlackRock, JPMorgan, Amundi, Credit Suisse and 
Invesco are among the world's big international 

players holding Lebanese debt as of Sept. 30, 
according to Morningstar and EPFR Global data. 
But the latest crisis threatens that dynamic - 
and the peg, which has helped provide an 
anchor of stability since its introduction in 1997. 
The peg has remained fixed at 1,507.5 pounds 

per dollar. 
High levels of U.S. dollar denominated debt, 
which makes up nearly half of Lebanon's total 
liabilities, is one reason why a devaluation could 
be more painful than those experienced by other 
emerging markets, including Thailand, Indonesia 
and South Korea during the Asia financial crisis 

in 1997. 
"Having such large FX liabilities is the original sin 

of emerging markets," said Brett Diment, head 
of global emerging market debt at Aberdeen 
Standard Investments, which sold all its 
Lebanon positions over a month ago.  
"During the 1997-98 Asia crisis most of the debt 

was local currency debt, not dollar debt. Most 
other emerging markets have most of their debt 
as local so it doesn't cause so many problems in 
a situation like Lebanon is in." 
MIDDLE EAST MODELS 
Unlike Gulf States, which have in the past 
provided financial support for Beirut, Lebanon 

does not have the enormous riches from oil 
revenues to help prop up its peg. 

Instead, it has relied on huge inflows from its 
sizeable diaspora to fill the deposits in its banks, 
which in turn helped finance its deficit and 

towering debt burden. But as those flows have 
faltered recently, the problems for Lebanon's 
economy have mounted. 

Even so, Lebanon had "comfortable" levels of 
gross official reserves of around $38 billion as of 
mid October - on the face of it equivalent to 
about 12 months of imports, estimated Garbis 
Iradian, chief economist for Middle East and 
North Africa at Institute of International Finance.  

He put the risk of a devaluation at less than 
50% in the short-term, but admitted a 

protracted political hiatus could yet see a 

devaluation of more than 10%. 
The question is how much of those reserves are 
available - some estimate usable reserves could 

be as little as a quarter of that - and how much 
of those have been used up in the past few 
weeks of turmoil, during which the country's 
banks have been closed for 11 straight days. 

The banks partly reopen on Thursday to assess 
the damage to their deposit bases and aim to 
fully reopen on Friday.  
Those reserves are measured against a heavy 
redemption schedule, starting with a $1.5 
billion dollar bond due at the end of 
November, and secondary market bond yields 
indicating a two-year cost of borrowing in 
excess of 30%.  

Another Middle East neighbour, Egypt, was 
among the latest to devalue its currency when it 
cut the value of its pound by about half in late 
2016 in return for a $12 billion loan program 

from the IMF. 
Despite initial pain caused by a spike in inflation, 
which analysts say would happen in Lebanon 

too, Egypt netted hefty inflows of foreign 
investment in subsequent years. 
Lebanon is badly in need of such flows to help 
build its tiny industrial sector and bolster 
tourism, which had been on course for its best 
season since 2010 until protests hit two weeks 

ago. 
Lebanon has so far not asked for support from 
the IMF and Hariri has previously expressed 
reservations about IMF proposals which he said 
included floating the pound. 
But with Hariri gone, investors are still waiting to 
see if any new government might take a 

different view on the peg and IMF support. 
"If uncertainty prevails for a long time a 

devaluation becomes more likely and that could 
exceed 15%," said Iradian. 
 
(Additional reporting by Lisa Barrington in Beirut; 
Editing by William Maclean) 
((Tom.Arnold@thomsonreuters.com; +442075428510; 
Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mongolia 

Moody's Says Mongolia's B3 Stable 

Credit Profile Balances External, Fiscal 

Risks With Strong Growth Prospects  

31-Oct-2019  
Oct 30 (Reuters) -  
• Moody's says Mongolia’s B3 stable 
credit profile balances external, fiscal risks 
with strong growth prospects 

• Moody's on Mongolia says challenges 

remain around structural reforms, which could 
be credit negative if progress slows 
• Moody's says Mongolia's external 
position could come under pressure as external 
debt repayments start to come due in 2021 
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((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Taiwan 

The Ministry of Finance issues "108 A 

10" 30-year public debt   

31-Oct-2019  
According to the regular issuance plan for the 
108-year public debt, the Ministry of Finance 
is scheduled to entrust the Central Bank to 
sell 20 million yuan of the "108 A 10" public 
debt (the same below) on November 5, 108, 
with a term of 30 years. The issue date is 
November 8, 108, and the due date is 

November 8, 138. 

The Treasury Department of the Ministry of 
Finance stated that the public debt bond sales 

limit is to be approved by the central 
government bond dealers. Since the beginning 
of the year, the minimum amount of the central 
public debt dealers has been awarded, and the 

minimum amount of the minimum amount of the 
second year is set according to the annual public 
debt issuance amount of 0.3%. 
The issuance amount of the 107-year public debt 
is NT$437.14 billion, which is rounded off in 
billions of dollars. In 2008, each dealer’s bidding 
amount for the whole year shall not be less than 

1 billion yuan to maintain the bidding 
mechanism; individuals and other legal entities 
Please entrust the dealer to participate in the 
bidding in the name of the dealer. The public 
debt is sold, and the bidding method is based on 
the fact that the bidding rate is lower than the 
bidding rate, and the winning bid is in 

accordance with the highest interest rate of all 
the bidders. 
 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 
 

United Arab Emirates 

Fitch Affirms Abu Dhabi at 'AA'; 

Outlook Stable  

31-Oct-2019  
Fitch Ratings-Hong Kong-October 31: Fitch 
Ratings has affirmed Abu Dhabi's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'AA' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The 'AA' rating reflects Abu Dhabi's strong 
fiscal and external metrics and high GDP per 
capita, balanced by high dependence on 

hydrocarbons, an underdeveloped economic 
policy framework and weak governance 

indicators relative to 'AA' peers. Sovereign net 
foreign assets are estimated to be third-largest 
among Fitch-rated sovereigns, at 185% of GDP 

in 2018, and government debt is among the 

lowest, at a forecast 11% of GDP at end-2019. 
Oil and gas contribute around 80% of fiscal 
revenue, making it highly volatile. 

Moderation of oil prices will result in lower 
revenue, only partly offset by a contraction of 
spending. Fitch expects a fiscal surplus of 1.9% 
of GDP in 2019, down from 3.3% in 2018. Lower 

oil prices will underpin a 1.6% of GDP drop in 
revenue, despite new revenues from VAT 
revenue amounting to 1.2% of GDP in 2019. 
Headline spending will contract about 5%, in 
part due to lower international aid payments and 
to the replacement of a portion of Abu Dhabi's 

contribution to the federal budget by the federal 
share of the VAT revenue, although international 
aid and security spending have significantly 
exceeded budgeted amounts in the past and 
present downside risks. Domestic spending will 
remain stable, reflecting slower-than-expected 
disbursement of funds related to a three-year 

AED50 billion (5% of GDP) stimulus package. 
Stimulus spending will remain low in 2019 at 
less than 1% of GDP as projects are still largely 
moving through the awarding phase and AED10 
billion will be in the form of loan guarantees for 
SMEs. Our fiscal numbers include estimated 
investment income of Abu Dhabi Investment 

Authority (ADIA) in government revenue but 
treat any transfers from ADIA as financing 
items. 
We see the budget slipping back into a deficit 
of 1% of GDP in 2020 and 2.3% in 2021, as 
Brent oil prices progressively slide to 60 
USD/bbl, oil production remains broadly 
stable and moderate spending growth 

resumes. Underlying domestic expenditure (i.e. 

excluding aid payments and the federal 
contribution) will rise and constitute a loosening 

of fiscal policy following significant structural 
fiscal reforms and spending cuts undertaken in 
2015 and 2016 and the resulting slower GDP 
growth. Government spending was cut by a 

cumulative 25% between 2014 and 2016 and 
various fees and taxes were raised. The UAE 
government introduced a 5% VAT starting in 
2018, after introducing excise tax in October 
2017. 
We estimate that Abu Dhabi's fiscal financing 
requirement (or cumulative deficit excluding 

estimated ADIA income) will total USD36 billion 
for 2019-2021. We estimate that although ADIA 
interest and dividend income could cover most 
of the financing needs, the government could 
proceed with new bond issuance to take 
advantage of a favourable interest rates 

environment. Abu Dhabi issued bonds for USD10 

billion in September 2019, which will raise 
government debt/GDP to 11% in 2019 from 7% 
in 2018. Local-currency issuance at the Abu 
Dhabi level remains a remote prospect. Strong 
financial market returns may have allowed ADIA 
to mostly preserve the value of its assets in 

recent years, even as they have been used to 
finance the deficit. We estimate ADIA's foreign 
assets at USD487 billion (over 190% of GDP) at 
end-2018. 
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Contingent liabilities are high compared with 

peers' but manageable in the context of Abu 
Dhabi's fiscal resources. We estimate state-
owned and government-related-entity debt 

including banks and the Abu Dhabi National Oil 
Company at around 48% of GDP. The IMF 

estimates Dubai public sector debt at around 
50% of Abu Dhabi's GDP. UAE banking system 
assets are around 280% of Abu Dhabi's GDP 

(Fitch's average Viability Rating for UAE banks 

is 'bbb'). However, while Abu Dhabi is 
committed to the financial stability and health of 
the UAE, it was demonstrated in 2009-2010 that 
support for Dubai and the UAE banking system 
is selective and narrowly delineated. 
In our view, geopolitical risks are elevated 

relative to 'AA' peers'. Tensions between Iran 
and Saudi Arabia and the US pose a risk to the 
region, in particular to Abu Dhabi's hydrocarbon 
infrastructure and to Dubai as a trade and 
financial hub. The UAE has adopted a more 

conciliatory stance towards Iran than in the 
past, which in Fitch's view reduces the 

probability of a major incident. The UAE, led by 
Abu Dhabi, remains embroiled in the Yemen civil 
war despite efforts to disengage and is taking 
part in the ongoing boycott of Qatar. 
We expect real GDP growth of 1.3% in 2019, 
from 1.9% in 2018 which was driven by 
higher oil production. We see only a moderate 
pick-up of Abu Dhabi's non-oil growth to 1.4% 

in 2019 and 2%-2.5% in 2020-2021, from 

0.6% in 2018. The modest expansion of 
domestic spending will support economic activity 
and confidence but short-term economic 
indicators have remained muted in Abu Dhabi 
and the UAE. 
We assume a mostly stable oil production level 

at close to 3.1m bpd in 2019, below current 

capacity of 3.5m. The planned expansion of oil 
production capacity to 4m bbl/day by 2020 
represents an upside to growth and government 
finances, but is unlikely to mobilised as long as 
the OPEC+ agreement to cap production 
remains in place. The additional production 

capacity, along with some spare capacity in the 
Fujairah pipeline and strategic reserves would 
provide Abu Dhabi with some flexibility to deal 
with unexpected disruptions of its hydrocarbon 
infrastructure. 
Long-term growth potential is supported by 
continued high public sector investments and 

structural reforms. The UAE has maintained its 
lead over GCC peers on indicators of Doing 
Business, coming in 16th in the World Bank's 
2020 ranking. While the government is 

undertaking further reforms to facilitate the 
establishment and operation of private 

companies in Abu Dhabi, the emergence of a 
dynamic non-oil related private sector 
representing a significant diversification of the 
economy remains a distant prospect. 
DATA LIMITATIONS 
No official data is available on the international 
investment position of either Abu Dhabi or the 

UAE as a whole. In particular, there is no 
disclosure on the size of Abu Dhabi's external 

assets (mostly relating to ADIA). There is limited 

disclosure on the assets' composition and 
returns, and Fitch is provided with some 
guidance on inflows and outflows. Fitch's 

estimates of Abu Dhabi's external assets are 
derived by compounding estimated government 
cash surpluses using assumptions about returns 
and asset allocations. Reported external debt 

numbers for Abu Dhabi relate to the government 
and government-related entities only. Balance of 
payments data for Abu Dhabi are also 
unavailable and are estimated using UAE data, 
Abu Dhabi's trade data, and assumptions about 
ADIA's investment returns. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Abu Dhabi a 
score equivalent to a rating of 'AA' on the Long-
Term Foreign-Currency (LTFC) IDR scale. 
Fitch's sovereign rating committee did not adjust 
the output from the SRM to arrive at the final 

LTFC IDR 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LTFC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 

to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factor that could lead to positive rating 

action is: 
• Improvement in structural factors such 
as reduction in oil dependence, and a 
strengthening in governance, the business 

environment and the economic policy 
framework. 
The main factors that could lead to negative 

rating action are: 
• Substantial erosion of fiscal and external 
positions, for example due to a sustained period 
of low oil prices, or a materialisation of 
contingent liabilities. 
• A geopolitical shock that impacts 
economic, social or political stability. 

KEY ASSUMPTIONS 
Fitch forecasts Brent crude to average USD 
65/bbl in 2019, USD62.5/bbl in 2020 and 
USD60/bbl in 2021. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 

'AA'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'AA'; 

Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F1+' 
Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling affirmed at 'AA+'. 

Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'AA' 
ESG CONSIDERATIONS 
Abu Dhabi has an ESG Relevance Score of 5 for 
Political Stability and Rights as World Bank 
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Governance Indicators have the highest weight 

in Fitch's SRM and are therefore highly relevant 
to the rating and a key rating driver with a high 
weight. 

Abu Dhabi has an ESG Relevance Score of 5 for 
Rule of Law, Institutional & Regulatory Quality 
and Control of Corruption as World Bank 
Governance Indicators have the highest weight 

in Fitch's SRM and are therefore highly relevant 
to the rating and a key rating driver with a high 
weight. 
Abu Dhabi has an ESG Relevance Score of 4 for 
Human Rights and Political Freedom as World 
Bank Governance Indicators have the highest 

weight in Fitch's SRM and are relevant to the 
rating and a rating driver. 
Abu Dhabi has an ESG Relevance Score of 4 for 
Creditor Rights as willingness to service and 
repay debt is relevant to the rating and a rating 
driver, as for all sovereigns. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved. 
 
 

Vietnam 

Public debt continues with downward 

trend, Govt report shows  

31-Oct-2019  
Viet Nam’s public debt will fall to 56.1% of 
GDP by the end of 2019 from 58.4% last year, 
according to the Government’s latest report. 

Meanwhile, Government debt to GDP ratio is 
expected to decrease to 49.2% from 50% in 

2018 and foreign debt is expected to decline to 
45.8% from 46% in 2018, the report shows. 
The Government forecasts that public debt 
and Government debt will be likely reduced to 
54.3% and 48.5%, respectively, in 2020. 

Pressure of repayment obligations has been 
eased thanks to the decrease of public debt 
growth, from 18% between 2011 and 2015 

down to 8% over the past years, said Minister of 
Finance Dinh Tien Dung. 
More importantly, the average annual interest 
rate for Government bonds and domestic loans 
fell from 12-13% in the 2011-2013 period to 
4.6% in recent years, Dung underlined. 

State budget revenues from State-owned 

enterprises, FDI and non-State sectors was 
estimated to grow by 10.9% this year, higher 
than the GDP and inflation growth rates, 
compared to 9.9% in 2016, 5.6% in 2017, and 
9.7% in 2018, Dung said. 
Dung added that regular budget spending is 

expected to account for 60.5% of total spending 
in 2020 compared to the preset goal of 64%. 
Foreign currency reserve rose to US$73 billion 
from US$31 billion at the start of the current 
Government’s tenure (2016). 

In addition, thanks to the Government’s drastic 

efforts, the ratio of non-performing loans of 
credit organizations dipped to 4.84% as of 
August 2019 compared to 5.85% in 2018, 

7.36% in 2017 and 10.08% in 2016, of which 
credit institutions? Bad debts accounted for 2%, 
according to Deputy Governor of the State Bank 
of Viet Nam Nguyen Kim Anh. 
With the above positive trend, the 
Government determines to bring the ratio of 
non-performing loans down to below 3% by 
the end of 2020. 
Positive credit outlook 

Last May, Fitch Ratings revised Viet Nam’s credit 
outlook to positive from stable, while affirming 
the Southeast Asian country’s sovereign credit 
ratings at ?BB. 

The revision of the outlook reflected an 
improving track record of economic 
management, strengthening external buffers 
from persistent current account surpluses, falling 

debt levels, high economic growth rates and 
stable inflation. 

In April this year, S&P Global Ratings raised Viet 
Nam’s sovereign credit rating to BB from BB- for 
the first time after nine years. 
The upgrade is a reflection of the Vietnamese 
economy's rapid expansion and improvements in 
the Government's "institutional settings", 
according to the S&P. 

 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 

EUROPE 

 

Albania 

Albania to sell 10.7 bln leks (85.7 mln 

euro) of 1-yr T-bills on Nov 5  

29-Oct-2019  
TIRANA (Albania), October 29 (SeeNews) – 
Albania's finance ministry will offer 10.7 
billion leks ($95.0 million/85.7 million euro) 
of one-year Treasury bills at an auction on 
November 5, the ministry's debt issuance 
calendar shows. 

The finance ministry sold 8.2 billion leks worth of 
government securities at the last auction of one-

year T-bills held on October 22. 
The average weighted yield of the government 
securities fell to 1.96% on October 22 from 
2.18% at the previous auction of one-year 

Treasury bills held on October 1, according to 
auction results published by the finance 

ministry. 
 
(1 euro = 122.134 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
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Belarus 

Belarus' Development Bank says plans 

local bond issue worth $100 mln  

31-Oct-2019  
MINSK, Oct 31 (Reuters) - Belarusian state 

development bank DBRB plans to issue bonds 
in Belarusian roubles worth up to $100 million 
next year in a bid to attract foreign investors, 
its head Andrei Zhishkevich said on Thursday.  

Zhishkevich added that the bank had no plans to 
issue dollar bonds in 2020.  

 
(Reporting by Andrey Makhovsky; 
Writing by Gabrielle Tétrault-Farber) 
((Gabrielle.Tetrault-Farber@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bosnia 

Bosnia's Federation to take out up to 5 

mln euro EBRD loan for landfill project  

31-Oct-2019  
SARAJEVO (Bosnia and Herzegovina), October 
31 (SeeNews) - The government of Bosnia's 

Federation said on Thursday it will borrow up 

to 5 million euro ($5.6 million) from the 
European Bank for Reconstruction and 
Development to finance the construction of a 
solid waste landfill. 
The landfill in Zivinice, some 100 km north of 
Sarajevo, will be used by the town of Zivinice 
and the adjacent municipalities of Banovici and 
Kladanj, the Federation government said in a 

press release. 

Local media reported that the loan has a 15-year 
period to maturity with a grace period of three 
years. 
The Federation is one of two autonomous 
entities that form Bosnia and Herzegovina. The 
other one is the Serb Republic. 

 
($ = 0.896883 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bulgaria 

Bulgaria's gross foreign debt falls 

1.9% y/y at end-Aug  

29-Oct-2019  
SOFIA (Bulgaria), October 29 (SeeNews) - 
Bulgaria's gross foreign debt decreased by an 
annual 1.9% to 34.0 billion euro ($37.7 
billion) at the end of August, the central bank 

said. 

The gross foreign debt at the end of August was 
equivalent to 57.5% of the projected 2019 gross 
domestic product (GDP), the Bulgarian National 
Bank said in a statement on Monday. 
At the end of August, Bulgaria's external debt 

was 0.5% lower compared to a month earlier. 

 
($ = 0.9026 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Bulgaria hopes to join euro zone 

'waiting room' by end of April   

30-Oct-2019  
SOFIA, Oct 30 (Reuters) - Bulgaria hopes to 

join the precursor to euro zone membership, 
the ERM-2 exchange rate mechanism, by April 
30, Finance Minister Vladislav Goranov said on 
Wednesday, pushing back Sofia's target of 
joining before year-end. 

"If everything is going the way it is in our heads 
- in the heads of the people we have engaged in 

this process, by my birthday (April 30), 
everything should be over," Goranov told 
reporters. 

The Balkan country, a European Union member 
since 2007, had initially aimed to join the bloc's 
banking union and the two-year "waiting room" 

for euro zone membership together in July 
before pushing the target back to the end of the 
year. 
On Tuesday the EU insurance watchdog EIOPA 
gave its nod for Bulgaria to enter the euro 
zone's "waiting room" in a letter to the European 
Commission, leaving the European Central Bank 

as the last EU institution to have its say on 
whether Sofia should be allowed to join the 
ERM-2 mechanism. 
The European Exchange Rate Mechanism was 
introduced in 1979 as part of the European 
Monetary System, to reduce exchange rate 
volatility and promote monetary stability in 
Europe. It was replaced by ERM-2 in 1999.  

Bulgaria, whose lev currency is already pegged 

to the euro, meets the nominal criteria to adopt 
the single currency, with healthy public finances 
and low debt, but it is also one of Europe's 
poorest and most corrupt countries. 
Sofia has made wide-ranging commitments to 
secure banking union and ERM-2 membership, 

including strengthening of its banking sector and 
its anti-money laundering systems. 
 
(Reporting by Angel Krasimirov in Sofia 
Editing by Matthew Lewis) 
((angel.krasimirov@thomsonreuters.com; +359 888 
695 510)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Bulgaria targets balanced budget next 

year  

31-Oct-2019  
SOFIA, Oct 31 (Reuters) - Bulgaria will aim to 

balance its budget next year while boosting 
public wages and earmarking more funds for 
education, the government said on Thursday 
after approving the 2020 budget draft. 

The European Union country is currently running 
a budget surplus, but planned spending in the 
last quarter, plus a $1.26 billion deal to buy 
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eight new F-16 fighter jets, will tip the country 

towards a budget shortfall of 2% of GDP in 
2019. 
Bulgaria, which hopes to join the two-year 
waiting room for euro zone membership next 
spring, plans to run balanced budgets through 
2022 and keep decreasing its public debt, 
already the third lowest in the EU, to 17% of 
GDP in 2022.  

Amid growing economic gloom in the euro zone, 

Bulgaria's main economic partner, Finance 
Minister Vladislav Goranov has said that 
targeting a zero deficit and keeping low debt 
levels are the budget's main protection 
measures against external risks.  
The government plans to increase all public 
salaries by 10% and boost teachers' pay by 17% 

next year, delivering on pledges to boost 
incomes in the EU's poorest member state and 
achieve an average monthly pay of about 1,500 
levs ($853) in 2021. 

The draft is pending parliament approval. 
Bulgaria sees the economy slowing only slightly 
to 3.3% next year, driven mainly by domestic 

demand from an expected acceleration rate of 
3.4% in 2019.  
Goranov has said that the zero deficit goal gives 
it fiscal leeway to stay within the EU-deficit 
threshold of 3% of GDP if the economic 
slowdown turns out higher than anticipated and 

did not plan to boost public spending for the 
time being in anticipation of a crisis.  
 
($1 = 1.7583 leva) 
(Reporting by Tsvetelia Tsolova; editing by John 
Stonestreet and Angus MacSwan) 
((tsvetelia.tsolova@thomsonreuters.com; +359-2-93-
99-731)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Bulgaria expects budget surplus at 

0.9% of GDP at end-October  

31-Oct-2019  
SOFIA, Oct 31 (Reuters) - Bulgaria expects to 

have a fiscal surplus of 0.9% of gross 
domestic product at the end of October, the 
finance ministry said on Thursday. 

It said the Balkan country's consolidated fiscal 

programme recorded a surplus of 1.26 billion 
levs ($718.15 million) or 1.1% of GDP, in the 
first nine months of 2019. 
Sofia raised its 2019 budget deficit target to 
2.1% of economic output in July from an 
initial target of 0.5% due to a fighter jet deal 
with the United States and planned spending 
in the last quarter of the year. 

Government officials say that the planned fiscal 
shortfall is a one-off and should not be an 
obstacle to Bulgaria's hopes of joining the EU's 
banking union and the precursor to euro zone 
membership, the ERM-2 mechanism, by April 
next year. 
The finance ministry estimates the economy will 

expand by 3.4% this year, up from 3.1% in 
2018. 
Government revenues at the end of September 

were 32.8 billion levs ($18.69 billion), up 11.6% 

from the same period last year. Spending in the 
first nine months were 31.5 billion levs, data 
showed. 

The fiscal reserves, held under a currency 
regime pegging the lev to the euro, stood at 
10.14 billion levs at the end of September. 
Bulgaria will aim to balance its budget next year 

while boosting public wages and earmarking 
more funds for education, the government said 
on Thursday after approving the 2020 budget 
draft. 
 
($1 = 1.7545 leva) 
(Reporting by Angel Krasimirov. Editing by Jane 
Merriman) 
(angel.krasimirov@thomsonreuters.com; +359 888 
695 510)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia expects small budget deficit 

next year, revises 2019 budget  

31-Oct-2019  
SARAJEVO, Oct 31 (Reuters) - The Croatian 

government will aim for a budget deficit for 
next year equivalent to 2.15 billion kuna 
($322.2 million), or 0.5% of gross domestic 
product (GDP), Finance Minister Zdravko 
Maric said on Thursday. 

Croatia has run a small budget surplus in the 

past two years and hopes to maintain sound 
public finances as one of the key conditions for 
meeting the criteria for adopting the euro by 
2024. 
"Our budgetary plan is based on the growth 

projection of 2.5 percent," Maric told a cabinet 
session. 
The government also revised its 2019 budget, 
with revenues expected to rise by 1.2% to 
137.7 billion kuna ($20.64 billion) and 
spending down nearly 1% to 139 billion kuna, 
with a budget deficit of 0.3% of GDP. 
Originally, the government planned a small 
budget surplus of 0.5% of GDP. 

It forecasts economy to expand 2.8% this year. 
Maric said in 2020 revenues are expected to 

increase by 5.4% compared to the 2019 revised 
budget, while spending is seen up 6% to 147.3 
billion kuna. 
Maric said the planned rise in expenditure will 
not lift the public debt level. 
He said the general consolidated and adjusted 

budget, which includes the various state 

agencies and municipal budgets, will run a 
surplus of 629 million kuna, or 0.3% of GDP. 
Croatia's government aims to raise salaries 
for all public-sector employees by 6.1% next 
year and has abandoned plans to cut value 
added tax (VAT) to 24% from 25% from Jan. 
1, 2020. 

Such a VAT reduction would deprive the state 
budget of some 2.0 billion kuna ($296.62 

million). 
Croatia's school teachers have been on strike 
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since Oct. 10, demanding a wage increase of 

some 6%. They said they would not stop the 
strike until their demands were met. 
The government faces a general election in late 

2020. 
 
($1 = 6.6726 kuna) 
(Reporting by Maja Zuvela. Editing by Jane Merriman) 
((maja.zuvela@thomsonreuters.com; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Czech Republic 

Czech Jan-Oct central budget in deficit, 

first time since 2015  

01-Nov-2019  
PRAGUE, Nov 1 (Reuters) - The Czech central 

state budget showed a 19.6 billion crown 
($856.19 million) deficit at the end of 
October, Finance Ministry data showed on 
Friday. 

The budget end-October budget had been in 
surplus for the last three years, including a 5.7 

billion crown surplus in 2018, but has slipped 
this year due to higher spending, lagging tax 
receipts and lower European Union fund inflows. 
Adjusted for funds from the EU, the end-October 
budget would show a deficit of 10.9 billion 
crowns ($476.15 million), versus a 2.4 billion 
crowns surplus at the same period last year. 
Overall expenditure rose 10.1% while income 
was up 7.8%. Tax revenue rose 6.4% year-
on-year. Value-added tax collection rose 4.4% 
year-on-year. 

The 2019 central state deficit was approved by 

parliament with a 40 billion crown deficit. The 
government plans the same deficit target in 
2020. 

The central government budget is the main part 
of the EU country's overall public sector 
finances, which also include local and regional 
administrations, the health insurance system 
and various off-budget funds. 
The ministry forecasts the overall fiscal balance 
to show a 0.3%/GDP surplus this year before 

falling to its first deficit since 2015 next year, to 
a 0.2% of GDP gap. 
 
($1 = 22.8920 Czech crowns) 
(Reporting by Mirka Krufova; Editing by Jason Hovet) 
((prague.newsroom@thomsonreuters.com) (+420 224 
190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hungary 

Hungarian Government Security Plus 

bond also available in printed form 

from Monday   

30-Oct-2019  

Beginning on Monday, Hungary’s most 
popular form of investment, the Hungarian 

Government Security Plus (MAP Plus) bond 
will also be available in printed form at post 
offices in six denominations from ten 
thousand forints to two million forints, 
providing the highest rate of interest on the 

market. Hungarian families have already 
subscribed to the electronic M.P Plus bond to a 
value of over 2500 billion forints (EUR 7.6 
billion), Minister of Finance Mih’ly Varga wrote 

on his Facebook page. 
In a statement to Hungarian news agency MTI 
on Tuesday, Government Debt Management 
Agency Pte. Ltd. announced that it will also be 
making a printed bond version of the M.P Plus 
available from next Monday within the network 

of the Hungarian Post Office Pte. Ltd., at an 
unchanged level of interest. 
The goal of the government with the 
introduction of a printed version of the bond 
is to further increase the role of consumer 
government securities on the savings 

products market. The Post Office will be the 
exclusive distributor of the bonds as a sub-
representative of the Hungarian State Treasury 

at over 2100 postal service locations. This will 
enable an even broader availability of 
investment products for the public. The rate of 
interest of the printed M.P Plus bond is the same 
as that of the version already available for direct 
purchase onto a bond account. 

The interest and purchase conditions relating to 
the M.P Plus, the Treasury Savings Bonds (KTJ I 
and KTJ II) available exclusively via the postal 
network, and the Baby Bond and Premium Euro 
Hungarian Government Security available from 
the Treasury, will remain unchanged. 
The recent reduction in market returns and 
the favourable demand for government 

securities is enabling a reduction in the rate 
of interest of certain consumer government 
securities while still enabling them to 
generate an outstanding return for consumer 
investors that remains significantly higher 
than the rates of return available on the 

market. The Agency indicated that the rate of 
interest paid by certain government securities 
sold to the public will be changing from Monday, 

namely the rate of interest paid by the 1-Year 
Hungarian Government Security (1M.P) will be 
reduced to 2.5 percent, the interest premium 
paid by the 3-year Hungarian Government 
Security (PM.P) will be reduced to 1.0 percent, 
and that of the 5-year bond will fall to 1.4 
percent. The remaining conditions will remain 

unchanged, and the 1M.P and PM.P bonds will 

continue to be available from the State Treasury 
and within the branch networks of certain banks 
and investment firms. 
According to the statement, a decision has also 
been made to reduce the commissions paid with 
relation to consumer government securities from 

1 January 2020, as a result of which the 
commissions paid by the budget will be falling 
significantly from 2020. 
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Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Kosovo 

Kosovo to sell 20 mln euro of 3-yr T-

notes on Nov 14  

01-Nov-2019  
PRISTINA (Kosovo), November 1 (SeeNews) – 
Kosovo's finance ministry will offer 20 million 
euro ($22.3 million) worth of three-year 
Treasury notes at an auction on November 14. 

At the last auction of three-year T-notes held in 
July, the finance ministry sold 20 million euro 

worth of government securities, in line with plan. 
The average weighted yield on the government 
securities fell to 1.4% in July, from 1.56% at the 
last auction of three-year Treasury notes held in 
May, according to figures published by the 

finance ministry. 
 
($ = 0.8963 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

North Macedonia 

North Macedonia to offer 300 mln 

denars of 15-yr T-notes on Nov 5  

31-Oct-2019  
SKOPJE (North Macedonia), October 31 

(SeeNews) – North Macedonia will offer 300 
million denars ($5.4 million/4.8 million euro) 
of 15-year Treasury notes at an auction on 
November 5, according to data posted on the 
website of the central bank, NBRM. 

NBRM will sell the government securities on 
behalf of the finance ministry through a volume 
tender in which the price and coupon are set in 
advance and primary dealers bid only with 
amounts. 
 
(1 euro = 61.10 denars) 
Copyright 2019 SeeNews. All rights reserved. 

©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Poland's finance minister predicts 5 bln 

zloty budget hole without social 

security reform  

28-Oct-2019  
WARSAW, Oct 28 (Reuters) - Poland will have a 

budget hole of at least 5 billion zloty ($1.30 
billion) unless a limit on social security 

contributions for high earners is lifted, 
Poland's Finance Minister Jerzy Kwiecinski 
said on Monday. 

Poland's government has said it may withdraw a 
proposal to increase social security payments for 
high earners raising the possibility that the 

country will not have a balanced budget in 2020 

as planned. 
 
($1 = 3.8520 zlotys) 
(Reporting by Anna Koper, writing by Alan Charlish; 
Editing by Jon Boyle) 
((alan.charlish@thomsonreuters.com; +48 22 653 
9723)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Poland forgoes regular T-bond auctions 

in November 

31-Oct-2019  
2019-10-31 
At the switching auctions, Poland will offer 
the zero-coupon OK0722, 5Y fixed-rate 
PS1024 and 10Y fixed-rate DS1029 as well as 
floaters WZ0525 and WZ1129, while bidding 
on papers maturing in 2020. 

Poland will forgo regular T-bond auctions in 

November but will hold two switching auctions 
on November 7 and 21, the Finance Ministry said 
in its monthly supply statement. 
At the switching auctions, Poland will offer the 
zero-coupon OK0722, 5Y fixed-rate PS1024 and 
10Y fixed-rate DS1029 as well as floaters 

WZ0525 and WZ1129, while bidding on papers 
maturing in 2020. 
Poland may also optionally sell WS or IZ bonds 
at both auctions. 
No T-bill auctions are planned in November, the 
Ministry also said. 

 
Copyright (c) 2009 PAP - Polska Agencja Prasowa Sa 
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Romania's Jan-Sept budget deficit 

widens to 2.6% of GDP-fin min data  

30-Oct-2019  
BUCHAREST, Oct 30 (Reuters) - Romania's 

consolidated budget deficit widened to 2.6% 
of gross domestic product at the end of 
September from 2.1% of GDP a month earlier, 
the finance ministry said on Wednesday. 

The nine-month shortfall compares with a gap of 
1.8% in the same period of 2018. The ruling 
Social Democrats are targeting a budget deficit 
of 2.8% of GDP this year, marginally lower than 
last year's 2.9%. 
In nominal terms, the deficit stood at 26.97 
billion lei ($6.31 billion) at the end of 

September. Budget revenue totalled 228.7 
billion lei, or 22.2% of GDP. Spending stood at 
255.6 billion lei. 
 
($1 = 4.2775 lei) 
(Reporting by Luiza Ilie) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Thomson Reuters 2019. All rights reserved.  
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Romania posts EU's second lowest tax-

to-GDP ratio in 2018  

31-Oct-2019  
SOFIA (Bulgaria), October 31 (SeeNews) - 
Romania had a government debt-to-GDP ratio 
of 27.1% in 2018, the second-lowest in the 
European Union after Ireland, the bloc's 
statistical office Eurostat said. 

Bulgaria's debt-to-GDP ratio of 29.9% was the 
third-lowest among 28 EU member states at the 
end of last year - below the EU average of 
40.3%, Eurostat said in a statement on 
Wednesday. 

Greece posted the highest government debt-to-
GDP ratio of 41.5% among members of the EU 
in Southeast Europe. 
On an annual comparison basis, Romania posted 
the second-highest increase in its debt-to-GDP 
ratio. The country posted a debt-to-GDP ratio of 

25.8% in 2017. 
 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Romania to issue 4.1 bln lei (862 mln 

euro) of domestic debt in Nov  

01-Nov-2019  
BUCHAREST (Romania), November 1 (SeeNews) 
- Romania's finance ministry plans to auction 

4.1 billion lei ($960 million/862 million euro) 
worth of government securities in November, 
including 510 million lei in non-competitive 
offers. 

The finance ministry plans eight auctions of 
government securities with residual maturities 

ranging from 3 to 15 years and an auction of 
one-year Treasury bills, it said in an issuance 
plan published in the Official Gazette on Friday. 
The ministry planned to place 4 billion lei worth 
of government securities in October and 

overshot its target, selling 4.3 billion lei. 
Since the beginning of 2019, the finance 
ministry has sold roughly 40.3 billion lei and 507 
million euro ($563 million) worth of domestic 
government securities. 
It also tapped foreign markets for 3 billion euro 
worth of 2026, 2034 and 2049 Eurobonds. 

 
(1 euro=4.7545 lei) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Romanian central bank's FX reserves 

fall in October  

01-Nov-2019  
BUCHAREST, Nov 1 (Reuters) - The Romanian 

central bank's foreign exchange reserves, 
excluding 103.6 tonnes of gold, fell by 515 
million euros to 34.9 billion euros ($38.93 
billion) in October, the bank said on Friday. 

Inflows were 559 million euros, mainly 

representing changes in credit institutions' 

foreign currency-denominated required reserves 
and inflows into the finance ministry and the 
European Commission's accounts. 

Outflows totalled 1.074 billion euros, and 
reflected changes in credit institutions' foreign 
currency required reserves, interest payments 
and principal repayments on foreign currency 

public debt. 
The central bank said November payments to 
service external public and publicly guaranteed 
foreign currency debt amounted to 1.648 billion 
euros. 
 
($1 = 0.8965 euros) 
(Reporting by Radu Marinas) 
((radu.marinas@thomsonreuters.com; +40 21 527 04 
33; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Slovenia 

Slovenia lawmakers veto planned law 

on bank bail-in repayments  

28-Oct-2019  
• Upper house vetoes bill, bows to 
pressure from employers' lobby  
• Repeated vote will require absolute 
majority 
• Central bank intends to challenge the 
law 

SARAJEVO, Oct 28 (Reuters) - The Slovenian 

parliament's upper house unanimously vetoed 
on Monday a proposed law which would 
require the central bank to cover all possible 
repayments to those who lost their 
investments during a 2013 overhaul of the 
banking sector. 

The lawmakers bowed to pressure from the 
Interest Group of Employers, which represents 
companies, that argued that the bank bail-in 

legislation did not give investors efficient legal 
protection. The lower house approved the 
proposed law last week. 
A bail-in refers to a process in which a bank uses 
the money of its subordinated bondholders to 
restructure its capital to stay afloat. 
In 2013 the government poured more than 3 
billion euros ($3.33 billion) into mostly state-
owned local banks to prevent them from 
collapsing under the burden of bad loans. This 
allowed Slovenia to avoid an international 
bailout. 

Following Monday's veto, the 90-member lower 

house will hold another vote on the legislation in 
coming weeks and it can be passed into law 
without the lower house's approval if it wins an 

absolute majority. 
But the Slovenian central bank, which is backed 
by the European Central Bank, has said that 
even if parliament passed it, it would challenge 
the law in the Constitutional Court, which could 
prevent or significantly delay its enforcement. 

The Bank of Slovenia and the ECB claim that 
making the central bank liable for any damages 
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arising from court cases related to the 2013 

bank rescue breaches the European Union's 
monetary financing rules. 
The legislation was prepared by the finance 

ministry which said it was in line with a 2016 
Constitutional Court ruling that urged parliament 
to give greater legal protection to investors who 
lost assets during the bank rescue. 

During the bail-in process, which was led by the 
Bank of Slovenia in coordination with the 
government, the European Commission and the 
ECB, some 600 million euros of subordinated 
bonds issued by the troubled banks were 
scrapped as well as bank shares held by some 

100,000 shareholders. 
The rescued banks were later privatised. 
 
($1 = 0.9016 euros) 
(Reporting by Maja Zuvela; Editing by Emelia Sithole-
Matarise) 
((maja.zuvela@thomsonreuters.com; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkey to issue 5-year fixed-coupon 

bonds as rates fall  

31-Oct-2019  
ISTANBUL, Oct 31 (Reuters) - Turkey will issue 

5- and 6-year fixed-coupon bonds in 
November, the Treasury said on Thursday, 
taking advantage of sharp interest-rate cuts 
to return to long-term borrowing.  

The Treasury had last issued a 5-year fixed-
coupon bond in November 2018 and a 10-year 

fixed bond in July 2018. It has since preferred 
shorter-term issuance to limit the long-term 

impact of the cost of borrowing. 
After having raised its policy rate to 24% in 
September of last year, the central bank in the 
last four months has cut rates by 1,000 basis 
points. 
The Treasury also said it expects to borrow $9 
billion from international markets in 2020 

through bond issuances, up from $8 billion in 
2019. 
In its 2020 borrowing programme, the Treasury 
said it expected to borrow 299.6 billion lira 
($52.45 billion) domestically and service a total 
352.1 billion lira of foreign and domestic debt. 

 
($1 = 5.7125 liras) 
(Reporting by Nevzat Devranoglu; Writing by Ali 
Kucukgocmen; Editing by Jonathan Spicer and 
Alexandra Hudson) 
((ali.kucukgocmen@thomsonreuters.com, 
@alikucukgocmen; +902123507067; Reuters 
Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch revises Turkey's outlook to 

"stable", does not expect impact from 

Syria operation  

01-Nov-2019  

ISTANBUL, Nov 2 (Reuters) - Ratings agency 

Fitch on Friday revised Turkey's outlook to 
"stable" from "negative" and affirmed its "BB-
" rating, saying it did not expect credit 

fundamentals to be impacted by Ankara's 
operation in northeastern Syria. 

"Turkey has continued to make progress in 
rebalancing and stabilising its economy, leading 
to an easing in downside risks since our previous 
review in July," the agency said. 
It cited improvement in the current account 
balance, increase in forex reserves, falling 

inflation and continuing growth, and added that 
the lira had held up despite interest rate cuts. 
Fitch said the rating was pressured by weak 
external finances, high inflation, economic 
volatility, as well as political and geopolitical 
risks. 
"Turkey's track record of high and volatile 

inflation, weak monetary policy credibility and 
limited central bank independence heighten 
the risk of renewed macroeconomic 
instability," it said. 

The agency also said it did not expect Ankara's 
operation in northeastern Syria to have an 
impact on credit fundamentals without a wider-
scale conflict. 

U.S. President Donald Trump briefly imposed 
sanctions on Ankara in October to persuade it to 
stop its operation in northeastern Syria against 
Kurdish militia fighters, former U.S. allies.  
But the U.S. House of Representatives this week 
backed a resolution calling on Trump to impose 
sanctions on Turkey over its operation. Ankara 

has also faced the prospect of U.S. sanctions 

due to its purchase of Russian S-400 missiles. 
Fitch said the U.S. position made it more likely 
that the implementation of any sanctions due to 
the S-400 purchase would be delayed or be 
lighter than set out in legislation. 
"Nevertheless, this week the U.S. House of 

Representatives passed a new bipartisan bill 
threatening new sanctions on Turkey, and U.S. 
policy in these areas has the potential to change 
quickly," it said. 
 
(Reporting by Ali Kucukgocmen; Editing by Daniel 
Wallis) 
((ali.kucukgocmen@thomsonreuters.com, 
@alikucukgocmen; +902123507067; Reuters 
Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net)) 

(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

President Zelenskiy makes Ukraine 

investment pitch in shadow of war 

zone  

29-Oct-2019  
By Natalia Zinets 
MARIUPOL, Ukraine, Oct 29 (Reuters) - 
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President Volodymyr Zelenskiy promised to 
create a level playing field for businesses on 

Tuesday as he made an investment pitch for 
Ukraine in the unlikely venue of Mariupol, a 
port city 20 km (12 miles) from a rumbling 
separatist conflict. 

A popular comedian who won a landslide election 
in April with no prior political experience, 
Zelenskiy came to office promising to end 
Ukraine's war with Russian-backed forces that 

has killed more than 13,000 people since 2014.  
In a battle for the hearts and minds of those 
living in the eastern Donbass region, he cited his 
government's first major investment conference 
in Mariupol, more than 700 km (435 miles) 
southeast of the capital Kiev.  
A hub for exporting steel and grain and 

importing coal, the Black Sea port was briefly 
under rebel control in 2014 and suffered what 
Ukraine called a de facto economic blockade by 
Russia last year. 
The conference took place on the same day as 
Ukrainian soldiers and rebel forces began a 
troop withdrawal in a town on the frontline, a 
confidence-building measure ahead of peace 

talks Ukraine hopes will take place next 
month. 

Touting his administration's reforms to help 
businesses and tackle corruption, Zelenskiy 
urged investors not to write off Ukraine as 
backward and hopeless.  
"Ukraine is a country of opportunities. And today 
they are knocking on your door. But as they say, 

opportunity never knocks twice. So do not miss 
the opportunity, please. Do not 'sleep through' 
Ukraine," he said in a speech.  
His administration was reforming the judicial 
system and law enforcement bodies because 
"corrupt courts deter investors just as explosions 

and shots," he said, promising to ensure "equal 

and uniform rules of the game for all." 
Zelenskiy promised to do everything necessary 
to secure another loan programme from the 
International Monetary Fund. 
Early in his presidency, Zelenskiy has been 
sucked into a political battle in Washington over 

an impeachment inquiry into U.S. President 
Donald Trump. 
Democrats are investigating whether there are 
grounds to impeach Trump over his request to 
Zelenskiy to investigate a domestic political 
rival, former Vice President Joe Biden, and his 
son Hunter Biden, who had served on the board 

of a Ukrainian gas company. Trump has called 
the inquiry a "witch hunt". 
Speaking on the sidelines of the same 

conference, Zelenskiy's Finance Minister Oksana 
Markarova said the fallout from the 
impeachment row would not colour investors' 
view of Ukraine. She told reporters that most 

investors believe that "the risks are getting 
lower and the expectations are improving" for 
the country. 
 
(Writing by Matthias Williams;  
Editing by Sandra Maler) 
((matthias.williams@thomsonreuters.com ;)) 

(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Fitch Says Policy Clarity on Urgent 

Challenges Key for New Argentina 

Government  

30-Oct-2019  
Oct 30 (Reuters) - Fitch: 
• Fitch says policy clarity on urgent 
challenges key for new Argentina government 

• Fitch says Argentina's new president-
elect faces urgent policy challenges including 
turning "vague campaign promises into a 

detailed economic plan" 
• Fitch says Argentina's new president-

elect faces urgent policy challenges which also 
include renegotiating the imf stand-by 
arrangement 
• Fitch says Argentina's new president-
elect's picks for key economic posts will be an 
important indication of government's policy 
orientation going forward 

• Fitch says Argentina's new president-
elect faces urgent policy challenges which also 
include restructuring debts with bondholders 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentina braced for new round of debt 

talks with markets stalled  

01-Nov-2019  
By Cassandra Garrison 
BUENOS AIRES, Nov 1 (Reuters) - Argentine 

markets held steady on Friday morning at the 
end of the first business week since voters 
chose a new left-wing government, as 
investors watched for signs about future 
economic policy and plans for crunch debt 
talks with creditors.  

With few signals from President-elect Alberto 
Fernandez, the country's peso currency and 
bonds have been in limbo, while international 
holders of Argentine debt have been in Buenos 

Aires for talks amid fears of default. 
In a playful moment on Friday, Guillermo 

Nielsen, a key economic advisor to Fernandez 
who previously led fraught negotiations with 
Argentina's creditors in 2005, tweeted a photo 
from his office alongside a major German 

investor. 
"Deja vu? Estefan Engelsberger in my office 
now," Nielsen tweeted, referring to an investor 
who had led a group of European creditors in 
previous talks, and became well enough known 
to have his own cartoon character in Argentine 
newspaper Clarin.  
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Nielsen led the debt talks under the 

administration of former President Nestor 
Kirchner and is now an economic adviser to 
Fernandez. He is expected to play some role 

negotiating the restructuring of some $100 
billion in sovereign debt. 
In an interview published on Friday with 
Argentine news website Infobae, 
Englesberger said he was here to offer his 

help to the Fernandez government in 
upcoming negotiations with the International 
Monetary Fund, which agreed to a $57 billion 
financing program with Argentina in 2018. 

In the markets, Argentina's peso edged down to 
close at 59.745 per dollar, capping off a mostly 
steady week and even netting a small gain for 
the week under stricter currency controls and 

heavy central bank invention to steady the 
rickety currency. 
The black market peso was 2.22% stronger at 
the close, to 67.5 per dollar, traders said.  

Fernandez, who has named a transition team 
but not yet his key picks for top economic posts, 
was scheduled to travel to Mexico on Friday and 

return next week, in his first foreign trip as 
president-elect. 
He defeated business-friendly President Mauricio 
Macri in an election on Sunday to set Argentina 
back on a left-wing path. 
Argentina's central bank was also set to auction 
another $50 million at a rate of 59.99 pesos per 

dollar, traders said on Friday. The central bank 
has been draining its foreign currency reserves 
with regular interventions in the foreign 
exchange market to defend the peso since 
Fernandez heavily won an Aug. 11 primary 
election. 

 
(Reporting by Walter Bianchi, Eliana Raszewski and 
Cassandra Garrison; Editing by Mark Heinrich, Alistair 
Bell and David Gregorio) 
((Cassandra.Garrison@thomsonreuters.com; +54 11 
5544 6746)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil national debt to hit new peak 

81.8% of GDP by 2022  

30-Oct-2019  
By Marcela Ayres and Jamie McGeever 
BRASILIA, Oct 30 (Reuters) - Brazil's national 

debt is expected to continue rising in the 

coming years, peaking at a new all-time high 
of 81.8% of gross domestic product in 2022 
before reversing course the year after, the 
Treasury said on Wednesday. 

The most recent figures show gross debt, 
incorporating the central government, states, 
municipalities and the social security system, hit 
a record 79.8% of GDP in August thanks to 
higher interest payments and borrowings, and a 

weaker exchange rate. 
September's data from the central bank will be 
published on Thursday. 

In a press release accompanying the 

government's latest primary deficit figures, 
Treasury said these projections were based on 
its spending ceiling rule remaining in place, 

primary budget surpluses by 2023, and GDP 
growth of 2.5% from 2021 on. 
In Wednesday's data, the central government 
posted a primary budget deficit of 20.37 billion 

reais ($5 billion) in September, slightly narrower 
than the 22.1 billion reais deficit median forecast 
in a Reuters poll of economists. 
That was 14% narrower in real terms than the 
same month last year, the Treasury said. In the 
first nine months of this year, the accumulated 

deficit before interest payments are taken into 
account stood at 72.47 billion reais, 14.5% 
narrower in real terms. 
Once again, social security payments accounted 
for the lion's share of the deficit, rising 3.5% to 
33.52 billion reais in September from the same 
month a year ago. So far this year, Brazil's 

social security expenditure is up 2.7% to 165.25 
billion reais, Treasury said. 
The primary deficit in January-September this 
year was 1.4% of GDP, Treasury said, compared 
with 2.6% in the same period last year, 
reflecting the government's drive to freeze or 
cut non-essential spending across the board. 

In the 12 months to September, the 
accumulated primary deficit stood at 111.8 
billion reais. The government's goal for 2019 is a 
deficit of around 139 billion reais. 
 
($1 = 4.02 reais) 
(Reporting by Jamie McGeever; Editing by Richard 
Chang) 
((jamie.mcgeever@thomsonreuters.com +55 (0) 11 
97189 3169; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  

 
 

Brazil posts smallest primary deficit as 

share of GDP in almost a year  

31-Oct-2019  
By Jamie McGeever 

BRASILIA, Oct 31 (Reuters) - Brazil's public 

finances improved in September, central bank 
figures showed on Thursday, with the 
broadest measure of the government's deficit 
as a share of the overall economy falling to its 
lowest level in almost a year. 

The Brazilian government's primary fiscal deficit 
of 20.54 billion reais ($5.2 billion) in the month 

was less than the 24.0 billion deficit economists 
had expected, and some 16% narrower than the 

same month a year ago. 
That helped narrow the primary deficit in the 
year to September, comprising the central 
government, regional governments and state-
owned enterprises before interest payments are 

factored in, to 1.29% of gross domestic product, 
the central bank said. 
The figure was down from 1.36% in the 12 
months through August, and the lowest since 
1.25% in October last year. 
In nominal terms, the primary deficit in the 12 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 
For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

Follow us on Twitter @pdmnet and on our website wwwpublicdebtnet.org 

  21 

months through September was 91.4 billion 

reais, keeping the government on track to meet 
its goal for the year of a 132 billion reais 
shortfall, the sixth consecutive year in the red. 

The Treasury had said on Wednesday that the 
improvement in public finances was being 
helped by an increase in dividend payments 
from public sector banks to the government. 

In the first nine months of the year, the 
consolidated public sector deficit was 42.5 billion 
reais, the central bank said on Thursday, some 
28% smaller than 59.3 billion reais in the same 
period a year ago.  
Brazil's gross public debt fell to 79.0% of GDP 

from a record high 79.8% the month before, the 
central bank said, while net debt rose to 55.3% 
of GDP from 54.8% of GDP. That is edging closer 
to July's 55.8%, the highest in over 16 years.  
 
($1 = 3.97 reais) 
(Reporting by Jamie McGeever 
Editing by David Holmes) 
((jamie.mcgeever@thomsonreuters.com; +55 (0) 11 
97189 3169; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Chile 

Fitch Says Chilean unrest has mixed 

effect on Corporate, Sovereign Credit  

28-Oct-2019  
Oct 28 (Reuters) - Fitch: 
• Fitch says Chilean unrest has mixed 
effect on corporate, sovereign credit 

• Fitch says recent Chilean social unrest 
unlikely to undermine country's credit profile & 

should not trigger negative rating actions on 

corporate issuers 
• Fitch says social unrest in Chile 
highlights key sovereign rating constraints 
including high income inequality and relatively 
low per capita income 
• Fitch says fiscal measures to address 
Chile's social grievances are prudently being 

partly financed through taxes and reallocation of 
spending 
• Fitch says expect Chilean issuers with 
damaged assets to rebuild but uncertainty 
regarding ongoing consumer sentiment could 
slow new investment 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Costa Rica 

Fitch Says Affirms Costa Rica at 'B+'  

30-Oct-2019  
Oct 30 (Reuters) - Fitch 

• Fitch says affirms Costa Rica at 'B+'; 

outlook negative 

• Fitch, on Costa Rica, says negative 
outlook reflects downside risks related to high 
fiscal deficits, steep amortization schedule 

• Fitch, Costa Rica's 'B+' rating reflects 
weaknesses in public finances, political gridlock 
that has prevented timely passage of reforms 
addressing these 

 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Puerto Rico 

Moody's Says Puerto Rico Faces 

Daunting Economic Challenges Even 

After Debt Restructuring  

31-Oct-2019  

Oct 31 (Reuters) - Moody's: 
• Moody's says Puerto Rico faces 
daunting economic challenges even after debt 
restructuring 

• Moody's says absent economic 
turnaround, Puerto Rico's population to continue 
to decline & age, & shrinking federal aid will give 
way to declining economic base 
• Moody's says Puerto Rico's recent 

economic gains are largely attributable to federal 
disaster-related spending 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 
 

Egypt 

Egypt's external debt climbs 17.3% in 

year to June  

30-Oct-2019  
CAIRO, Oct 30 (Reuters) - Egypt's external 

debt rose 17.3% to $108.70 billion in the year 
to end-June, central bank data showed on 
Wednesday. 

The external debt was 36% of Egypt's gross 

domestic product (GDP) in fiscal 2018/2019, 
marginally lower than the prior fiscal year's 
37%. 
Egypt's immediate budgetary pressure has 
become acute, with gross financing needs 

particularly high, the International Monetary 
Fund said in its Oct. 19 Regional Economic 

Outlook report. 
The external debt was $92.64 billion at the end 
of fiscal 2017/2018. Egypt's fiscal year begins on 
July 1. 
Egypt paid $3.23 billion in interest and repaid 
$10.15 billion in principal in the year, the data 
showed. It paid $2.17 billion in interest and 

repaid $11.08 billion in principal the prior year. 
Gross domestic debt rose to 4.20 trillion 
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Egyptian pounds ($260 billion), or 79% of GDP, 

at end-March, the most recent figure available, 
from 3.70 trillion pounds at end-June 2018, or 
83.3% of GDP. 

 
($1 = 16.1350 Egyptian pounds) 
(Reporting by Patrick Werr; Writing by Yousef Saba; 
Editing by Angus MacSwan) 
((Yousef.Saba@thomsonreuters.com; 
+201222184730)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Egypt plans to issue dollar-

denominated bond this fiscal year  

01-Nov-2019  
CPI FINANCIAL 
The North African nation, which has been 

enacting a sweeping economic reform 
programme, was able to return to global bond 
markets in 2017. 

Egypt has appointed five lenders, including 
JPMorgan Chase & Co. and Citigroup, to manage 
new dollar-denominated bond issuance in the 
current fiscal year as borrowers in emerging 
markets reap benefits of more dovish policies by 

major central banks, reported Bloomberg. 
The Egyptian finance ministry said that Standard 
Chartered, BNP Paribas and Natixis are also part 
of the lenders working on the bond issuance. 
Egypt is looking to take advantage of lower 
funding costs, pursuing a more diversified 
approach as it tries to reduce the burden for 
one of the Middle East's most indebted 
countries. Mohamed Maait, the Egyptian 

Finance Minister, said, "After issuing its first 
euro-denominated bonds last fiscal year, the 
Government may borrow again in the common 
European currency while also considering 
Egypt's first Panda, Samurai, Sukuk and green 
bonds." 

The Finance Ministry stated that the issuance is 
taking place to benefit from improvements in 
current economic circumstances in emerging 

markets and increasing demand from 
international investors for Egyptian bonds that 
lower the cost of financing. 
Governments and companies in developing 
economies have raised a record $2.1 trillion 
through debt sales this year as they seized on 
investor appetite for yield. South Africa 

completed its biggest Eurobond sale last in 
September 2019. 
Egypt raised $6.2 billion abroad in the fiscal year 
that ended in June 2019 and plans to borrow 
between $3 billion and $7 billion from 

international debt markets in the current fiscal 
year, said Maait. 

Egypt's fiscal discipline caught the attention of 
the three main rating agencies—Fitch Ratings, 
Moody's and S&P —who has been upgrading the 
country's sovereign ratings since 2018. Its 
highest assessment is from Fitch Ratings, which 
has it at B+, four levels below investment-grade. 

 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved. 

 
 

Kenya 

Kenya raises 2019/20 budget deficit 

for second time in a month  

30-Oct-2019  
NAIROBI, Oct 30 (Reuters) - Kenya has revised 

up its expected 2019/2020 fiscal deficit for 
the second time in a matter of weeks as East 
Africa's richest economy tries to cut spending 
amid a struggle to raise revenue, a Treasury 
document seen by Reuters on Wednesday 
showed.  

The finance ministry will now target a deficit of 

6.2% of gross domestic product for the current 
fiscal year, which runs from July to June, 
compared with a forecast of 5.9% in September.  
In its 2.8 trillion shilling ($27.14 billion) budget 
in June, the government had set a target to 

bring the deficit down to 5.6% of GDP from 
7.7% in 2018/19.  

The government now projects overall 2019/20 
expenditure of 2.84 trillion shillings and 2.79 
trillion shillings in 2020/21.  
The document said government departments 
were expected to "to adopt the culture of doing 
more with less". It added that cuts to 

government spending would help it lower the 
deficit to 5.3% by 2020/21. 
Economists and political analysts have 
criticised President Uhuru Kenyatta's 
government for increasing borrowing since 
coming to power in 2013. Total public debt 
has jumped to 55% of GDP from 42% before 
he took office. 

The government says the higher borrowing 
funds infrastructure projects. 

The fiscal deficit for 2019/20 will be financed by 
net external financing of 331 billion shillings, 
domestic borrowing of 305.7 billion shillings and 
other net domestic receipts of 3.2 billion 
shillings, the document said. 
The government said the revision to its forecasts 

was driven by poor revenue collection and 
expenditure in 2018/19. 
"We are faced by ... emerging expenditure 
pressures, the underperformance of revenue and 
rising public debt and it is therefore, inevitable 
to tighten public spending," the finance ministry 
said. 

 
($1 = 103.1500 Kenyan shillings) 
(Reporting by Omar Mohammed and George Obulutsa; 
Editing by Kirsten Donovan) 
((omar.mohammed@thomsonreuters.com; +254 20 
499 1232; Reuters Messaging: 
omar.mohammed.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
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Morocco 

Morocco trade deficit widens 2.4% 

year/year in Jan-Sept period  

01-Nov-2019  
RABAT, Nov 1 (Reuters) - Morocco's trade 

deficit widened 2.4% to 154.4 billion dirhams 
($16 billion) in the first nine months of 2019 
compared with the same period last year, the 
country's foreign exchange regulator said on 
Friday. 

Imports rose 3.1% to 365.8 billion Moroccan 
dirhams, while exports climbed 3.5% to 211.4 

billion dirhams. 
Remittances from Moroccans living abroad 
remained stable at 50 billion dirhams while 
foreign direct investment fell 32% year-on-year 
to 13.3 billion dirhams for the same period. 
As Oct. 18, Morocco's foreign exchange reserves 

were up 3.5% year on year at 231.3 billion 
dirhams, enough to cover five months' worth of 
import needs, according to Central Bank figures. 
 
(Reporting by Ahmed Eljechtimi; Editing by Hugh 
Lawson) 
((ahmed.eljechtimi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

South Africa sees budget deficit and 

debt soaring as economy flags  

30-Oct-2019  
• 2019/20 budget deficit seen at 5.9% 
of GDP 
• Economic growth forecast for 2019 cut 
to 0.5% 
• Gross debt seen rising, Mboweni warns 
of debt trap 

By Olivia Kumwenda-Mtambo, Wendell Roelf and 
Mfuneko Toyana 
CAPE TOWN, Oct 30 (Reuters) - South Africa's 

budget deficit will rise to a nearly two-decade 
high and its gross debt is set to soar as a 
weak economy leads to revenue shortfalls 
while bailouts for state-owned companies 
strain public finances, the Treasury said on 
Wednesday. 

The Treasury also slashed its economic growth 
forecast for this year to 0.5% from 1.5%. 
After a downturn in the first half of 2018 when 

the agricultural sector contracted, the economy 

has struggled to regain momentum, contracting 
in the first quarter of the year before recovering 
in the second quarter. 
"This is a serious position to be in," Finance 
Minister Tito Mboweni told lawmakers, adding 
that difficult decisions had to be made to help 

stabilise debt, including cuts to spending and a 
public wage bill that has risen by two-thirds in 
the last decade.  
In a medium-term budget policy statement 
(MTBPS), the Treasury said the budget deficit 

was likely to reach 5.9% of gross domestic 

product this fiscal year, which runs from April 
2019 to March 2020, far above a previous 
estimate of 4.5%. The projected deficit would be 

the highest since 2009/10. 
It is then expected to widen further, to 6.5% in 
2020/21, the highest level since the Treasury 
started presenting the consolidated fiscal 

framework in 2002/03. 
Gross government debt was projected to rise 
from an estimated 60.8% of GDP in the current 
fiscal year to 71.3% in 2022/23, the Treasury 
said. 
"The consequence of not acting now would be 

gravely negative for South Africa," Mboweni said 
told parliament. "Over time, the country would 
likely face mounting debt service costs and 
higher interest rates and may enter a debt trap." 
The rand weakened more than 2% against the 
dollar, while government bond yields rose, with 
market participants sceptical that officials would 

follow through with lowering the public wage bill 
amid opposition over job cuts from labour unions 
and key allies of the governing African National 
Congress party. 
"With unemployment already up at an all-time 
high, I'm not sure how they're going to get more 
people not to work and cut salaries. I'm not too 

sure where they're going to get their spending 
cuts from," said Wichard Cilliers, chief trader at 
TreasuryOne.  
ESKOM REFORM 
John Ashbourne, Senior Emerging Markets 
Economist at Capital Economics, said the 
MTBPS was "a painful admission that South 
Africa clearly faces a slowly unfolding fiscal 

crisis." 

Robust economic growth in South Africa hinges 
on saving power firm Eskom, which is drowning 

in 440 billion rand ($29.3 billion) of debt and 
struggling to keep the lights on as its creaking 
fleet of coal-fired plants buckle. 
The finance minister said new cash flow support 

for state power utility Eskom would no longer be 
in the form of equity but loans. 
The government has pledged to give Eskom 
more than 100 billion rand over the next two 
fiscal years, with additional aid spread over the 
next decade. 
"Once I am convinced that the Eskom board and 

management has made an irrevocable 
commitment to implement government's 
decisions and there is enough progress, we will 
negotiate appropriate size of debt relief," 
Mboweni said. 
A government paper showed on Tuesday that 

South Africa planned a sweeping overhaul of its 

power sector by breaking up Eskom over the 
next three years and opening the industry up to 
more competition. 
The utility unleashed a bout of nationwide 
blackouts earlier this month. This followed 
repeated power cuts in February and March, 

which dragged the economy into contraction and 
raised the likelihood of the country losing its last 
investment-grade credit rating from Moody's. 
Moody's is due to announce a ratings decision on 
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Friday. 

Treasury said the risk of a sovereign credit 
downgrade had risen due to low growth and high 
debt. 

Treasury Director-General Dondo Mogajane said 
he could not speculate on the outcome of 
Moody's upcoming review. 
"They might say we didn't go far enough, 

especially with the cuts in the state-owned 
enterprises budgets, because those are 
unsustainable moving forward," Mogajane told 
Reuters. 
 
($1 = 14.9949 rand) 
(Additional reporting by Naledi Mashishi; Writing by 
Olivia Kumwenda-Mtambo; Editing by Catherine Evans 
and Pravin Char) 
((Olivia.Kumwenda@thomsonreuters.com; +27 11 595 
2817; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net)) 

(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Says South Africa's MTBPS Fails 

to Stabilise Government Debt  

30-Oct-2019  

Oct 30 (Reuters) - Fitch Ratings:  
• Fitch says South Africa's MTBPS fails 
to stabilise government debt 

• Fitch says South Africa's MTBPS does not 
outline clear path to its stated objective of 
stabilising government debt/GDP by 2025/2026 
• Fitch says South Africa's MTBPS contains 
significantly worse fiscal projections than 

February budget 
• Fitch says deterioration in government 
fiscal projections primarily reflects a much 
weaker-than-expected revenue performance for 
South Africa 

• Fitch says trade union resistance in 
South Africa is likely to hamper existing 

government plans to re-structure Eskom and 
improve operational performance 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

African finmin: Moody's looking 'very 

carefully' at fiscal stance  

31-Oct-2019  
CAPE TOWN, Oct 31 (Reuters) - Ratings agency 

Moody's told South Africa's National Treasury 
it was looking "very carefully" at the 
country's fiscal stance and will release its 

view on Friday, Finance Minister Tito Mboweni 
told parliament. 

Mboweni spoke a day after he gave a bleak mid-
term budget statement, which forecast wider 
deficits and soaring debt. Moody's is the last of 
the big three ratings agencies to have South 
Africa in investment grade. 
"Moody's said they will release their view 

tomorrow, and they were looking very carefully 
at our fiscal stance. At the most I hope they 
keep the rating where it is. ... It's not looking 

good," Mboweni said. 

 
(Reporting by Mfuneko Toyana 
Writing by Alexander Winning) 
((alexander.winning@tr.com; +27 11 595 2801)) 
(c) Copyright Thomson Reuters 2019.  
 
 

South Africa's rand extends losses 

before Moody's review, stocks rise  

31-Oct-2019  
JOHANNESBURG, Oct 31 (Reuters) - South 

Africa's rand extended losses against the 
dollar on Thursday after Finance Minister Tito 
Mboweni gave a bleak budget speech a day 
earlier in which he slashed growth forecasts 
and predicted ballooning debt, raising fears of 
a ratings downgrade. 

Stocks rose, led by gains in mining shares. 

At 1505 GMT the rand was 0.74% weaker at 
15.1120 per dollar. 

Government bonds also weakened further, with 
the yield on the benchmark instrument up 6 
basis points to 8.495%, as investors faced the 
prospect of South Africa's losing its last 
investment-grade rating, from Moody's. 

"Trying to hang on to a long dollar position was 
close to impossible as everyone scrambled to 
the exit door," said Standard Bank chief trader 
Warrick Butler in a note. 
"I will bet my last dollar that Moody's will now 
move the country to negative watch. Something 

that before yesterday's MTBPS (budget) was 
only a 40% probability has now become an 
almost guaranteed outcome." 
Mboweni cut the forecast for 2019 economic 
growth to 0.5% from 1.5%, put debt at over 
70% of gross domestic product in the next 
two years and the budget deficit at 5.9% - its 
highest since the 2009 global financial crisis. 

On the bourse, the Top-40 index was up 1.09% 

while the broader all-share gained 1.25%. 
Leading gains were gold miners after bullion 
rose as the dollar came under pressure when the 
U.S. Federal Reserve cut interest rates, while 
uncertainty surrounding a U.S.-China trade deal 
bolstered the metal's appeal as a safe-haven 
investment.  

The gold stocks index was up nearly 6%, as 
AngloGold Ashanti jumped 7.37% while Gold 
Fields was up 5.7%. 
"A lot of it has got to do with (US) interest rates 
being cut last night," said Andrew Padoa, a 
portfolio manager at Sasfin. 

 
(Reporting by Olivia Kumwenda-Mtambo and Naledi 
Mashishi; Editing by Giles Elgood) 
((Olivia.Kumwenda@thomsonreuters.com; +27 11 595 
2817; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Moody's Changes South Africa's 

Outlook to Negative from Stable, 

Affirms BAA3 Ratings  

01-Nov-2019  

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 
For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

Follow us on Twitter @pdmnet and on our website wwwpublicdebtnet.org 

  25 

Nov 1 (Reuters) -  
• Moody's changes South Africa's 
outlook to negative from stable, affirms BAA3 
ratings 

• Moody's on South Africa - obstacles 
posed by high unemployment, income 
inequality, social & political challenges are 
proving more severe than expected 
• Moody's on South Africa, says lower 

growth forecasts reflect deeply entrenched 
constraints on growth and reform 
• Moody's on South Africa, says strong, 
wide-spread fiscal pressures leave government 
debt on an upwards trajectory 
• Moody's, on South Africa, says 

development of credible fiscal strategy to 

contain rise in debt will be crucial to sustain 
rating at current level 

• Moody's says South Africa's long-term 
local-currency bond and bank deposits ceilings 
remain unchanged at A2 

• Moody's on South Africa - acute financial 
stress in state enterprises, in particular Eskom, 
continues to require sizeable ongoing support 

from gov't 
• Moody's says material risk that South 
Africa government will not succeed in stopping 
finance deterioration with economic growth 
revival, fiscal consolidation 
• Moody's, on South Africa, says deep 

inequalities, resistance to reforms from key 
stakeholders limit its room to adopt and 
implement structural reforms 
• Moody's, on South Africa, says job 
creation remains a central problem 
• Moody's on South Africa - negative 
outlook signals in part rising concern that gov't 

will not find political capital to implement 
measures it intends 

 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Sudan 

Sudan agrees reforms with World 

Bank, IMF  

31-Oct-2019  
By Khalid Abdelaziz 

KHARTOUM, Oct 31 (Reuters) - Sudan has 

agreed a roadmap to "rehabilitate" the 
country with the World Bank, International 
Monetary Fund and African Development 
Bank, its finance minister said on Thursday. 

Finance Minister Ibrahim Elbadawi said the plan 
involved structural reforms but did not go into 
further details. He said as part of the deal Sudan 

would not have to pay its lenders debt arrears. 
There could also be non-financial support. 
Sudan's inclusion on a list of countries deemed 
sponsors of terrorism by the United States 
makes it ineligible for debt relief and financing 
from lenders like the International Monetary 
Fund and World Bank, cutting off a crucial 

source of finance.  

Elbadawi was speaking to reporters at Khartoum 

airport after he flew back from Washington, 
D.C., where he was attending the annual World 
Bank and IMF meetings. 

He said negotiations with other creditors would 
begin in March. 
"Based on that, Sudan's debt relief programme 
will start by the end of 2020," he said, without 

giving further details. 
Elbadawi said that "friends of Sudan" will fund 
its 2020 budget, and said the ministry has 
submitted financing requests for 20 projects to 
donors, without identifying who those donors 
were. 

A "friends of Sudan" meeting will be held in 
Khartoum in early December, he said. Another 
meeting for donors will be held in April. 
Saudi Arabia and the United Arab Emirates 
have given Sudan $3 billion in aid, agreed 
soon after former president Omar al-Bashir 
was ousted in April, throwing a lifeline to 
Sudan's new military leaders at the time. 

Sudan's new transitional government, formed as 

part of a three-year deal agreed by military and 
civilian leaders in August, has been working to 
remove Sudan from the U.S. sponsors of 
terrorism list, to potentially open the door for 
foreign investment. 
Prime Minister Abdalla Hamdok is expected to 
visit the United States soon, Elbadawi said, 

without saying when. 
 
(Reporting by Khalid Abdelaziz; Writing by Yousef 
Saba; Editing by Elaine Hardcastle) 
((Yousef.Saba@thomsonreuters.com; 
+201222184730)) 
(c) Copyright Thomson Reuters 2019.  
 

GLOBAL 
 

New high-water mark for global 

foreign currency debt  

30-Oct-2019  
By Marc Jones 
LONDON, Oct 30 (Reuters) - Global foreign 

currency debt - where the rest of world 
borrows in dollars, euros or Japanese yen - 
has hit a record high of over $16 trillion, data 
from the Bank for International Settlements 
showed on Thursday. 

The figures from the Swiss-based central bank 

umbrella group showed U.S. dollar credit to 
"non-bank" borrowers outside the United States 
grew by 4% year-on-year at end-June 2019 to 

reach $11.9 trillion. 
Foreign currency credit denominated in euros 
and Japanese yen expanded at a faster pace, 
growing at annual rates of 9% and 8% and 

taking their respective totals to 3.4 trillion 
euros ($3.78 trillion) and 49.4 trillion yen 
($453.88 billion).  

That marks a new record for euro-denominated 
borrowing following 20 years of broadly steady 
growth, but yen borrowing has been more 
variable and remains comfortably below 2007-09 
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and 2000-02 levels. 

Foreign currency borrowing is particularly 
common in emerging markets as it can work out 
cheaper and is a way of attracting investors who 

do not want the risk of a potentially volatile local 
currency. 
The downside for the governments or firms that 
issue the debt though is that it can become 

painfully expensive to service if their own 
currency falls, as various crises from Argentina 
to Mozambique have shown over the years.  
Emerging economies now have a record $3.74 
trillion in dollar debt, the BIS data showed, 
despite the annual growth rate slowing to 2% 

from its recent peak of 8%. 
Africa and the Middle East continued to expand 
at a rapid annual pace of 11% though, Latin 
America expanded by 3% year-on-year including 
9% in Mexico and 8% in Chile, which more than 
offset the 4% and 1% contractions in Argentina 
and Brazil. 
Record low euro borrowing costs saw 
emerging Europe's dollar borrowing also 
shrink by 9% year-on-year to $400 billion, 
extending a regional contraction that started 
in 2014.  

The latest decline was led by a 14% drop in 
lending to borrowers in Russia. Credit to Asia-
Pacific also contracted, albeit at a slower annual 
rate of 1%. That was mainly driven by a 6% 

decline to non-bank borrowers in China which 
compared with an 8% rise at end-2017. 
The growth rates of the two main components of 
foreign currency U.S. dollar credit - bank loans 
and debt securities such as bonds - continued to 
move in opposite directions.  
For most of the post-Financial Crisis period, 

growth in U.S. dollar-denominated debt 
securities was higher than that of bank loans.  

However, recently the trend has reversed: the 
annual growth rate of U.S. dollar bank loans 
outpaced that of securities for a second quarter 
in a row, 5% for loans versus 3% for debt 

securities at the end of June.  
 
($1 = 0.9003 euros) 
($1 = 108.8400 yen) 
(Reporting by Marc Jones; Editing by Lisa Shumaker) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019.  
 
 

Global funds prefer stocks on policy 

easing, bond rally  

31-Oct-2019  
By Rahul Karunakar 
BENGALURU, Oct 31 (Reuters) - Global funds 

recommended an increase in equity exposure 
in October to obtain better returns at a time 
when stocks and bonds have rallied 

simultaneously on policy easing and monetary 
stimulus offered by major central banks, a 
Reuters poll found. 

That comes after these same global fund 

managers have ruled stocks out of favour for six 

months in a row on growth concerns, intensified 
by the U.S.-China trade war. 
While risks from the trade war and Brexit 

uncertainty have not completely diminished, 
recent optimism that Washington and Beijing will 
call a truce, along with expectations for further 
monetary policy easing, have pushed up stocks. 

The S&P 500 closed at a record high for the 
second time in three sessions on Wednesday 
after the U.S. Federal Reserve, as expected, cut 
interest rates by a quarter of a percentage point 
to range of 1.50% to 1.75%, while signalling it 
was done easing for now. 

While the Oct. 8-29 poll of 37 asset managers 
was taken ahead of the Fed meeting, a rally in 
bond prices pushed global investors in search of 
better returns to increase their exposure to 
equities to an average 46.2% from 44.3% in 
September. 
At the same time fund managers suggested a 
cut to fixed income holdings in a model global 

portfolio to 41.9% from 42.1% and cash 
levels to 5.9% from 7.6% in September. 

All but one of 24 fund managers who answered 
an additional question said the prospect of global 
monetary easing was still a net positive for 
equities in the near-term. 
The Bank of Japan and the Bank of Canada were 
the latest major central banks to signal the 

chance of a future rate cut, after the European 
Central Bank restarted its printing presses last 
month. 
Still, separate Reuters polls of over 500 
economists covering more than 45 major 
economies showed a steeper decline in global 

economic growth was more likely than a 
synchronized recovery, despite expectations for 

rounds of monetary easing by major central 
banks. That lines up with responses to a 
separate question put to asset managers in the 
latest poll that showed a majority would roughly 
maintain the current risk positioning, suggesting 

fears of a recession have not been allayed yet. 
"Currently we have a cautious stance and we 
expect to maintain that. It is important to 
highlight the fear of recessionary risks could 
actually lead to a recession, which could be 
directly negative for risk assets," said Pascal 
Blanqué, chief investment officer at Europe's 

largest asset manager, Amundi, in Paris. 
"Should central banks implement aggressive 
measures to avoid a recession and fiscal 
measures also step in we could see another 
leg up for risky assets." 

While a majority of funds said their strategy for 

the next six months would be driven by the 
Fed's policy path and trade war developments, 

debate among policymakers in the United States 
and Japan on further policy easing highlights the 
struggle many central banks are currently 
facing. 
Even with risks aplenty, major central banks are 
mostly reluctant to ease policy aggressively 
because interest rates are already very low, or 

in some cases negative. 
The U.S. central bank cut rates for the third time 
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mailto:marc.jones@thomsonreuters.com
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this year on Wednesday, which it sold as 

insurance to help the economy weather the risks 
from the global trade war, highlighting the 
importance of the trade outlook to the global 

economy.  
But Fed Chair Jerome Powell signalled additional 
cuts were unlikely because economic data so far 
has remained steady. 
"The markets are questioning how much fuel 
is left in the monetary stimulus tank with 
negative interest rates a common feature of 
global government bond markets," said John 
Husselbee, head of multi-asset at Liontrust, in 

London. 
While latest data showed U.S. economic growth 
slowed less than expected in the third quarter, 
the trade war with China has eroded business 

confidence, contributing to the second straight 
quarterly contraction in business investment. 
The cancellation of the Asia-Pacific Economic 
Cooperation summit scheduled for mid-

November further dented hopes of a resolution 
to the 15-month trade war as the market has 

been expecting the United States and China to 
sign a partial trade deal there. 
"We are encouraged by the progress on trade 
negotiations, but we will remain cautious on the 
equity market until we see greater clarity," said 
Alan Gayle, president at Via Nova Investment 
Management in Washington, D.C. 

"The prolonged uncertainty has pushed many 
companies to delay capital investment. Until that 
fog of uncertainty is lifted, we will remain 
cautious." 
 
(Additional reporting, analysis and polling by Sarmista 
Sen and Indradip Ghosh 
Editing by Ross Finley and Steve Orlofsky) 
(( rahul.karunakar@thomsonreuters.com ; +91 80 
67496115; )) 
(c) Copyright Thomson Reuters 2019.  
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