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ASIA 
  

Armenia 

Armenia to buy back up to $500 mln of 

2020 Eurobonds  

10-Sep-2019  
MOSCOW, Sept 10 (Reuters) - The Republic of 

Armenia announced a tender on Tuesday to 
purchase around $500 million in outstanding 
Eurobonds  due in 2020 in connection with a 
new bond offering. 

Armenia's Finance Ministry has invited holders of 

the $700 million Eurobond, of which $500 million 
is currently outstanding, to tender their notes by 

Sept. 18. 
"Armenia is carrying out the tender offer 
concurrently with the new notes offering in 
order to extend the weighted average 
maturity of its existing public debt, reduce the 
weighted average cost of public debt of 

Armenia and refinance the major share of 
upcoming redemptions of public debt of 

Armenia prudently and in advance," it said in 
a statement. 

Armenia has mandated Citigroup and JP Morgan 
to arrange fixed income investor meetings in the 
U.S. and London starting on Sept. 12 ahead of a 
potential offering of a 10- to 15-year U.S. dollar-
denominated Eurobond of a benchmark size, 
according to IFR, Refinitiv's capital markets 

news service. 
 
(Reporting by Maria Kiselyova; Editing by Kevin Liffey) 
((maria.kiselyova@thomsonreuters.com; +7 495 775 
1242; Reuters Messaging: 
maria.kiselyova.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
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China 

China Central Bank says to conduct 5 

bln yuan in bill swaps Wednesday  

11-Sep-2019  
BEIJING, Sept 11 (Reuters) - China's central 

bank said on Wednesday it will conduct a 
central bank bill swap operation to support 
the issuance and liquidity of perpetual bonds 
issued by banks to replenish capital.  

The bill swaps, with a 3-month tenor, will total 5 
billion yuan ($702.97 million), the central bank 

said in a statement.  
 
($1 = 7.1121 Chinese yuan renminbi) 
(Reporting by Beijing Monitoring Desk; Editing by Kim 
Coghill) 
((vincentsy.lee@thomsonreuters.com; +86-10-
56692108; follow me on Twitter 
https://twitter.com/Rover829)) 
(c) Copyright Thomson Reuters 2019.  
 
 

'Defaults possible' as 3.8 trillion yuan 

of bonds come due Big state firms may 

get support from Beijing, but smaller 

ones and local governments may 

struggle   

12-Sep-2019  
The mainland's debt market is at a crucial 
juncture as 3.8 trillion yuan (HK$4.2 trillion) 
of bonds issued by government affiliates 
mature in the next two years, with defaults 
among lower-tier issuers possible, according 
to S&P ¬Ratings. 

The chances of default vary widely among the 
country's state-owned enterprises (SOEs) and 

¬local government financial ¬vehicles (LGFVs) 
as the trade war with the United States slowed 
the economy to a record low of 6.2 per cent in 
the second quarter. 
"Large SOEs with a large ¬impact on the market 
are likely to see increased support from the 

government, but the smaller, lesser-known, less 

impactful SOEs, particularly those engaged in 
¬sectors hit by the trade war, might see 
defaults rise," Charles Chang, an analyst at BNP 
Paribas, said at S&P's annual credit roadshow on 
Wednesday. 
Gloria Lu, an infrastructure analyst at S&P, 

said local governments remained committed 
to supporting the plans of SOEs and LGFVs to 
finance infrastructure. But fundraising 
capacities vary between government levels. 

"A provincial government with stronger sources 
of income will have much more resources that 
could be moved around to support an LGFV, 
compared to a city-level or county-level 
government," she said. 

Investors used to have implicit faith in 
government-backed bonds issued by SOEs and 
LGFVs. However, recent incidents, including late 
payments of interest and the skipping of call 
options, have left investors wondering if the 

chances of default are rising as the governments 

backing issuers are unable to bail them out. 

Jilin Transportation Investment Group, an LGFV 
in Jilin province, said on Monday it planned to 
skip the call option on a 4.64 per cent, 1.5 
billion yuan perpetual note. Instead, it will pay 
an increased coupon of around 8 per cent on the 
note. 

Last month, Qinghai Provincial Investment 
Group, another LGFV, delayed interest 
repayments on its 2020 US dollar bonds for five 
business days from the original coupon due 
date. 
"The burning question is whether debt-strapped 

governments will be able to quickly ¬bail out 
LGFVs that become distressed," Lu said. 
"If defaults or bankruptcies among high-profile 

LGFVs ¬become an epidemic, it would erode 
market confidence, tarnish ¬governments' 
reputations and ¬destabilise the financial 
system." 

 
Copyright (c) 2019 South China Morning Post All rights 
reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

India 

India Bonds Extend Gains on Value 

Buying  

09-Sep-2019  
By Dharam Dhutia 
NewsRise 
MUMBAI (Sep 09) -- Indian government bonds 

extended gains in afternoon session, as 
investors bought notes to benefit from recent 
fall in prices, even as they awaited clarity over 
New Delhi’s fiscal stance.  

The benchmark 7.26% bond maturing in 2029 
changed hands at 104.70 rupees, yielding 
6.58%, at 1:00 p.m. in Mumbai, against 104.52 
rupees and a 6.60% yield on Sep. 6. Earlier 

today, the note had fallen to a near two-week 
low of 104.40 rupees, with yielding rising to 

6.62%. The rupee was trading at 71.54 to the 
dollar against 71.72 at previous close.  
“There is some value buying today, as any major 
fiscal-heavy announcement has not yet been 
made by the government,” a trader with a state-

run bank said. “Also, there was some presence 
of state-run banks at around 6.60% yield, which 
is further aiding fall in yields.”  
Bond yields have risen recently, with the 
benchmark yield rising by four basis points 
last week, mainly due to speculations that 
New Delhi will announce measures to support 
economic growth that slumped to an over six-
year low of 5% in April-June.  

Finance Minister Nirmala Sitharaman has already 

announced some steps to address sectoral 
issues and has promised more announcements 
in coming time.  
India’s direct tax revenue collection for this 
financial year to Mar. 31 may fall short of target 
by as much as 600 billion rupees, as the actual 

mailto:Publicdebtnet.dt@tesoro.it
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pace of collection in the first five months has 

widely lagged the asking rate, a senior finance 

ministry official said last week. 
India is likely to announce its second half 
borrowing calendar later this month. India aims 
fiscal deficit at 3.3% of gross domestic product 
this fiscal year. Sitharaman has said that the 
government will adhere to its fiscal target.  

Meanwhile, the rate-setting Monetary Policy 
Committee is expected to cut policy rates 
further. The MPC has cut rates by 110 basis 
points so far this year to 5.40%.  
Traders await India's headline retail inflation 
data for August, which will be released on Sep. 

12.  
Reuters poll pegs the reading at 3.30%, up from 
3.15% in July. 

Crude oil prices rose after a Saudi Arabia official 
said there would be no change in Saudi Arabia's 
OPEC policy under the new energy minister. The 
benchmark Brent crude contract rose for a 

fourth consecutive session and was last trading 
0.9% higher at $62.07 per barrel. India imports 
over 80% of its crude oil requirements. 
Indian states are raising 70.38 billion via bonds 
today. Indian financial markets will be closed 
tomorrow for a local holiday. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds Rise On Likely Short 

Covering; Debt Sale Result Eyed  

13-Sep-2019  
By Neha Dubey 
NewsRise 
MUMBAI (Sep 13) -- Indian government bonds 

were higher in afternoon session on likely 
short covering by traders, while participants 
awaited the outcome of a weekly debt sale. 

The benchmark 7.26% bond maturing in 2029 

changed hands at 104.27 rupees, yielding 
6.64%, at 1:03 p.m. in Mumbai, against 104.08 
rupees and a 6.66% yield yesterday. The rupee 
was at 70.90 to the dollar against 71.13 at 
previous close. New Delhi will raise 170 billion 
rupees in a debt auction today. 
“The initial expectation was of weak demand at 

the auction, but short-covering has emerged in 
the market due to hints of better demand at the 
weekly debt sale,” a dealer with a private bank 
said. “But larger uptick in the bond prices will be 
capped until the auction outcome.” 
India’s retail inflation rate quickened to 3.21% in 

August from a year earlier, the fastest pace of 

annual expansion since October, data released 
after market hours yesterday showed. The print 
rose from 3.15% in July, but lagged the 3.30% 
median forecast in a Reuters poll and stayed 
below the central bank’s 4% target for the 13th 
month in a row. 

Core inflation eased to 4.2%, from 4.5% in July, 

according to Nomura. 

India's economic growth slowed to a more than 
six-year low of 5% in the April-June quarter. The 
rate-setting Monetary Policy Committee is widely 
expected to cut policy rates to 5.00% from 
5.40% in the months ahead. Nomura expects a 
40-basis-point rate cut to be frontloaded in the 

MPC's October meeting.  
Still, concerns over whether the government 
will spend more to boost growth, thereby 
leading to additional borrowing, remain. The 
government is expected to release the 
borrowing calendar for the second half of the 
fiscal year later this month. 

Finance Minister Nirmala Sitharaman has 
announced a slew of measures to boost different 

sectors in the economy and is expected to 
announce more in the coming days. Sitharaman 
has assured that the fiscal deficit target of 3.3% 
of gross domestic product will be met. 
India will conduct a government bond switch 
auction worth up to 200 billion rupees on Sep. 
16, the Reserve Bank of India said yesterday. 

This will be the sixth bond switch action of this 
financial year that started Apr. 1. India aims to 
switch bonds worth 500 billion rupees this year, 
according to the budget. 
U.S. Treasury yields rose on report that advisers 
to U.S. President Donald Trump were mulling an 

interim trade deal with China. The two sides are 
scheduled to meet next month. The yield on the 

U.S. 10-year note rose to 1.8010% yesterday, 
the highest since Aug. 5. It was at 1.8099%. 
 
The benchmark Brent crude contract was down 0.1%. 
- By Neha Dubey; neha.dubey@newsrise.org; 022-
6135 3309 
- Edited By Sunil Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

Sovereign gold bonds closes today, the 

last tranche planned for this year: 10 

points  

13-Sep-2019  
New Delhi, Sept. 13 -- The 2019-20 Series IV 

series of sovereign gold bonds, which opened 
for subscription on September 9, closes today. 
The bonds will be issued by RBI on behalf of the 
Government of India on 17 September. This 
latest tranche of gold bonds is the last in the 
series of four issuances planned for financial 

year 2019-20. The government is issuing gold 
bonds at a time when gold prices have hit record 
highs in domestic markets though they have 
recently come off highs. 
The issue price has been fixed at Rs. 3, 890 per 

gram while those who apply online and make 

payments through digital mode will get a Rs.50 
discount. 
10 things to know about the latest sovereign 
gold bond scheme 
1) The sovereign gold bond scheme are 

mailto:Publicdebtnet.dt@tesoro.it
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denominated in multiples of gram(s) of gold with 

a basic unit of 1 gram. 

2) This government-backed scheme was was 
launched in 2015 to encourage people to shift 
away from physical gold. 
3) The minimum investment in sovereign gold 
bond scheme is 1 gram. 
4) Sovereign gold bonds have a maturity period 

of eight years, with an exit option from the fifth 
year. The redemption price is linked to the 
prevailing price of gold. 
5) Sovereign gold bonds are also traded on 
stock exchanges within a fortnight of issuance, 
offering an early exit option for investors. But 

liquidity could be an issue, say analysts. 
6) Gold bond investors get an interest payment 
of 2.50% per annum on the amount of initial 

investment. Interest is credited semi-annually to 
the bank account of the investor. 
7) If the gold bonds are held till maturity, capital 
gains are exempted from income tax. This 

exclusive tax benefit is not available other 
options like gold ETF, gold funds or physical 
gold. 
8) The interest earned on gold bonds is taxable 
according to provisions of the Income Tax Act 
but does not attract TDS. 
9) Sovereign gold bonds can also be used as 

collateral for loans. 
10) Experts say sovereign gold bonds offer a 
good option to take exposure to gold given the 
interest payment, income tax advantage and 

other benefits of no storage cost. Published by 
HT Digital Content Services with permission from 

MINT. 
 
For any query with respect to this article or any other 
content requirement, please contact Editor at 
contentservices@htlive.com 
Copyright (c) 2019 HT Digital streams Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Indonesia raises 23.25 trln rupiah from 

debt auction, above target  

10-Sep-2019  
JAKARTA, Sept 10 (Reuters) -  
• Indonesia raised 23.25 trillion rupiah 

($1.65 billion) in a bond auction on Tuesday, 
above the indicative target of 15 trillion 
rupiah, the financing and risk management 
office at the Finance Ministry said. 

• The weighted average yields of the 
bonds were lower than yields of comparable 
bonds in the previous auction on Aug. 27. 
• Total incoming bids at Tuesday's auction 

were 44.73 trillion rupiah. 
 
($1 = 14,050 rupiah) 
(Reporting by Nilufar Rizki 
Editing by Subhranshu Sahu) 
((nilufar.rizki@thomsonreuters.com)( +6221 2992 
7611) ;  
(Reuters Messaging: 

nilufar.rizki.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

More foreign money coming to 

Indonesia's bond market  

11-Sep-2019  
Riska Rahman, The Jakarta Post, Jakarta 
Indonesia is expected to see more capital 
inflows in the bond market until the end of 
this year as yield-seeking investors are 
turning to the country during times of 
economic slowdown and low interest rates 
around the world, analysts say. 

As of Monday, foreign investors had bought a 
total of Rp 118.9 trillion (US$8.48 billion) of 
government bonds since the beginning of the 

year. The number was equal to about 46 percent 
of all government bond sales during the period. 
Mandiri Sekuritas fixed-income analyst Handy 
Yunianto said on Monday that the foreign 
investors' rising appetite in the Indonesian bond 
market was not necessarily caused by tightening 
liquidity, but rather by slowing global growth. 

He explained that last year the United States 
Federal Reserve's (Fed) decision to hike its 
interest rate by 100 basis points (bps) 
throughout the year caused foreign investors to 
flee out of the countries with wide current 
account deficits (CAD) as if their currencies were 
weakening against the dollar. However, the 

issue this year was different. 
The trade war between the US and China was 
causing global growth to slow down, he said. 
"As a result, investors went on to look for 
countries with better growth and we 
[Indonesia] are one of them," said Handy 
during a press briefing in Jakarta. 

Despite recording slower economic growth of 
5.05 percent in the second quarter of this year, 

he said the number was still higher than other 
countries because the country was primarily 
driven by its domestic economy. Its involvement 
in the global supply chain was also low, making 
Indonesia fairly resistant to the impacts of the 
trade war. 

However, Bank Mandiri chief economist Andry 
Asmoro warned that the possible slowdown that 
loomed over the US' and China's economies 
could also hamper Indonesia's growth, given 
that the two countries were the archipelago's 
biggest trading partners. 
"If China's growth fell by 1 percent, it could 

make our economic growth fall to 0.1 percent," 
he explained. "Meanwhile, if the US' economy 
slowed by 1 percent, the impact on Indonesia's 
growth would only be about 0.07 percent to 0.08 
percent." 
Although the threat of a slowdown was also 
looming over Indonesia, Andry said he was 

confident the country could still attract foreign 

portfolio holders to invest as the global interest 
rate cycle was showing signs of turning. 
He said that central banks in countries like India, 
Australia and also Indonesia had cut their 
interest rates as the Fed seemingly took a more 

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 

  6 

dovish stance than last year, which was then 

followed by cutting its rate by 25 bps at the end 

of July. The market also expected the US' 
central bank to continue cutting its rate until the 
end of this year. 
Aside from showing signs of easing, he 
continued, some European countries like France, 
Sweden, Belgium and Denmark were offering 

negative bond yields. 
Andry also said Indonesia's inflation rate was 
predicted to stabilize at 3.41 percent at the end 
of this year. Such a stable inflation rate would 
open bigger possibilities for Bank Indonesia to 
further cut its rate by another 25 bps by the end 

of this year. 
"These conditions are making Indonesia present 
a huge opportunity for portfolio investors," he 

said. 
Handy expected the rupiah exchange rate to 
stabilize at between 14,200 and 14,300 per US 
dollar this year, while rating agencies like 

Standard and Poor's would likely upgrade the 
country's rating from BBB in 2020. 
Moreover, the Government's front-loading 
strategy was making government bonds scarce 
and caused their prices in the secondary 
markets to increase. 
Although the influx of foreign money might be 

good news for the country's short term 
economy, Andry said the government should 
also focus on luring more foreign direct 
investment (FDI) to Indonesia by establishing 

better coordination between the central 
government and regional administrations. 

"FDI is key to make Indonesia's economy more 
stable in the long run," he said. 
 
Copyright (c) 2019 The Jakarta Post 
©Thomson Reuters 2019. All rights reserved. 
 
 

Israel 

"No catastrophe": Israel budget deficit 

to fall in 2020  

12-Sep-2019  
By Steven Scheer 

JERUSALEM, Sept 12 (Reuters) - Israel's 

budget deficit is likely to drop below 3% of 
gross domestic product in 2020 after an 
increase this year, the director general of the 
Finance Ministry said. 

Higher state expenses and lower than expected 
tax collection pushed the deficit close to 4% so 
far in 2019, above an initial target of 2.9% -- its 
2018 level.  

But the ministry dismisses talk of a crisis by 
some analysts and politicians. Economic growth 
remains above 3% even though tax income this 
year looks set to be about 7.5 billion shekels 

($2.1 billion) lower than projected. 
"We need to fix it but it is not a catastrophe and 

is not affecting the economy," Shai Babad told 
Reuters in an interview, adding that the 2019 
deficit was likely to be 3.6-3.8% of GDP. 

The ministry has started preparing for what is 
likely to be a dual-year 2020-2021 budget, 

but much is on hold because Israel is holding 
its second general election of the year next 
week.  

Prime Minister Benjamin Netanyahu failed to 
form a ruling coalition after the April election. 
Holding another election has made it almost 
impossible to enact measures to rein in the 
budget, delaying a parliamentary vote of 

approval on next year's budget. 
Babad said it was too soon to say what the 
deficit target would be in the next budget 
because much depends on the election, who will 
be finance minister and what the minister's 
agenda will be. If Netanyahu wins another term, 
Moshe Kahlon could keep the post. 
"I believe the deficit (target in 2020) will be 
somewhere between 2.7% and 2.9%. Then, 
accordingly, the adjustment that will have to 
be (made) will be somewhere between 15 
billion and 20 billion shekels," Babad said. 

"It's a 400 billion shekel budget. We have to 
make an adjustment of four, five percent. In the 
past, we have done harsher adjustments." 

Babad declined to say what steps would be 
taken but said Israel's bloated public sector 
would benefit from a trim. Israeli media say 
raising value added tax (VAT) to 18% from 17% 
is likely because it would bring in 5 billion 
shekels a year. 
"The steps we will take will promote growth and 

help us close the gap," he said. "The steps don't 
only have to come from revenues. Government 
is not the most efficient sector in the Israeli 
economy." 
Babad said one positive from the higher deficit 
has been a jump in civil - or non-defence - 
spending, in which Israel lags most other 

Western countries. "There has been a shift and 
for the first time civil expenses have gone up at 
a higher rate than defence expenses." 
COST OF LIVING 
Babad expects the next government to vote on 
the new budget in January, with final 

parliamentary approval in March. 
Although a special programme to subsidise 

housing prices for some first-time buyers was a 
pet project of Kahlon, Babad wants the 
programme continued whoever is finance 
minister. 
"It's not a long-term solution but a short-term 

solution" to contain housing costs, Babad said. 
"The answer to the long-term solution is supply, 
supply, supply." 
Housing prices more than doubled in the last 
decade but have stabilised after four years of 
efforts to reduce bureaucracy and streamline the 
building approval process. 

The high cost of living, and housing in particular, 
has been a problem for the government in 

recent years. Reforms to open various sectors to 
competition have been enacted while customs 
taxes on some products have been reduced 
Yet prices on milk and agriculture remain high in 

the hope of appeasing local producers. Babad 
said he favours completely opening the market 
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and that more steps will be taken to reduce 

costs. 

"It's more justified to open the market to 
competition to reduce prices for 8 million people 
than to close it and protect 8-10,000 farmers," 
he said, while supporting the need for some 
subsidies would be needed for farmers and local 
producers. 

Babad also said the ministry was looking at 
expanding incentives for young ultra-Orthodox 
men to do vocational and engineering courses to 
encourage more to join the workforce.  
"If we don't take steps today to make sure they 
join the labour force, we won't be talking 3-4% 

(economic) growth," he said. "We will be talking 
about very severe problems." 
 
($1 = 3.5396 shekels) 
(Editing by Timothy Heritage) 
((steven.scheer@thomsonreuters.com; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net; 
Twitter: https://twitter.com/StevenMScheer)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanon still studying plans for 

potential dollar debt sale  

12-Sep-2019  

BEIRUT, Sept 12 (Reuters) - Lebanon is still 

considering the possibility of a new dollar 
debt sale and has not yet announced any 
issuance, Finance Minister Ali Hassan Khalil 
told Reuters on Thursday.  

Khalil said last week that one option in front of 
Lebanon for paying its debt obligations for the 
year would be to issue $1.5-2 billion in dollar 
bonds. Beirut has a key $1.5 billion bond 

repayment coming up on Nov. 28.  
"The ministry has not announced any issuance 
and has not taken any step yet regarding 
bonds," he told Reuters on Thursday.  
It has not issued Eurobonds since a $3 billion 
sale in May 2018 that came shortly after a $5.5 

billion debt swap with the central bank, which 

was issued with Eurobonds in exchange for 
Lebanese pound T-Bills.  
Lebanon did not carry out a previously 
announced May 20 issue which would have 
covered its foreign currency obligations for the 
rest of 2019.  

Sources told Reuters that a May debt maturity 
was instead paid off with the central bank 
providing funding to the finance ministry.  
Khalil met Central Bank Governor Riad Salameh 
on Thursday to discuss foreign and local 
currency debt. They were confident "in how 
things are going and their stability despite all the 

pressures," a finance ministry statement said. 

Eurobond yields have risen to new highs amid 
growing regional political tensions and slow 
progress by politicians on enacting reforms 
needed to secure international donor funding 
and put the economy on a sound footing.  

The yield -- a proxy of the government's 

borrowing costs -- on a 2021 maturing bond is 

currently 19.8%.  
The only country to issue a dollar bond over 
$500 million with a double-digit yield this year 
was Ecuador, which had a 10-year issue at 
10.75 pct.  
The Lebanese finance minister said on 

Wednesday he passed the draft 2020 budget 
to cabinet -- which will then debate it -- with 
a lower deficit projection than in the 2019 
budget.  

"We need now to sell more bonds in foreign 
currency that we will issue. The (central bank) 
governor and I will come up with a plan for how 
we can work on attracting part of that amount 
that could maybe be between $1.5-2 billion, to 

cover what will become due from previous 
issuances," Khalil told a talk show on Lebanon's 
MTV television a week ago.  
"We have already agreed there will be a number 
of tools that complement each other. Within this 
are issuances at low interest rates, (and) a 

programme of issuing Eurobonds that we need 
from now to the end of the month," he said.  
With one of the world's highest debt burdens, 
low growth and crumbling infrastructure, 
Lebanon's economy is struggling. The 
government has vowed to implement long-
delayed reforms to ward off a crisis. 

Fitch ratings agency downgraded the sovereign 
to CCC last month on debt-servicing concerns. 

At the same time, S&P Global affirmed 
Lebanon's credit rating at B-/B with a negative 
outlook, saying it considered Lebanon's foreign 
exchange reserves sufficient to service 
government debt in the "near term". 

 
(Reporting by Lisa Barrington, Laila Bassam, and Ellen 
Francis;  
Additional reporting by Marc Jones; Editing by Toby 
Chopra) 
((lisa.barrington@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Malaysia agrees with Japan on 2nd 

Samurai bond issue  

09-Sep-2019  
KUALA LUMPUR, Sept 9 (Reuters) - Malaysia 

says it has agreed with Japan on its second 

issuance of Samurai bonds at a rate of 0.5% 
for 10 years, its finance ministry said on 
Sunday. 

"The prime minister said Malaysia has gotten the 
agreement from Japan's prime minister, Shinzo 
Abe, for the bond issuance," according to a 
statement. 
"Japan Bank for International Cooperation (JBIC) 

will guarantee the Samurai bond issuance, and 
has agreed to reduce the interest rate to 0.5% 
with term of maturity of 10 years." 
IFR reported late last month that the South-East 
Asian sovereign was considering a second 

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 

Samurai bond issue with a JBIC-guarantee 

following an oversubscribed sale in March.  

Malaysia priced ¥200bn (US$1.9bn) of 10-year 
Samurai bonds in March with books reaching 
about ¥320bn, and used the funds to help 
restore a fiscal position that had deteriorated 
during the previous administration. 
 
(Reporting by Emily Chow; Additional reporting by 
Takahiro Okamoto of IFR; Editing by David Evans and 
Vincent Baby) 
((Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 
 

Singapore 

DBRS Confirms the Republic of 

Singapore at AAA, Stable  

12-Sep-2019  
Date of Release: September 11, 2019 
DBRS Confirms the Republic of Singapore at 
AAA, Stable 

Industry: Public Finance--Sovereigns 

DBRS Inc. (DBRS) confirmed the Republic of 
Singapore's Long-Term Foreign and Local 
Currency - Issuer Ratings at AAA. At the same 
time, DBRS confirmed Singapore's Short-term 
Foreign and Local Currency - Issuer Ratings at 
R-1 (high). The trend on all ratings is Stable.  

KEY RATING CONSIDERATIONS  
The rating confirmation and Stable trend 
reflects Singapore's solid economic and 
institutional fundamentals, its prudent fiscal 
framework, strong governance indicators, and 

large public and private net creditor position. 
As a result of its role as a dynamic trading and 
financial hub, Singapore has one of the highest 
living standards in the world, with GDP per 

capita at $64,580 in 2018. Its conservative fiscal 
framework has enabled a substantial buildup of 
reserves, which not only serves as a buffer 
against external shocks, but also provides a 
stable income stream for budgetary operations. 
In addition, its current account surplus, which 

has averaged nearly 20% of GDP over the last 

fifteen years, reflects a robust goods balance 
and high domestic savings. In DBRS's 
assessment, Singapore's strong credit 
fundamentals are underpinned by its strong 
fiscal and external positions and strong 
institutions. As a small and open economy, 

Singapore is exposed to downside risk stemming 
from global trade and financial flows and 
protectionist trade policies. For instance, lower 
global growth, sluggish demand for electronics 
and U.S.-China tariff uncertainty resulted in Q2 
GDP growth slowing to 0.1%. However, 
Singapore's institutional and policy framework is 

strong and the country safeguards against its 

exposure to external shocks by maintaining 
significant fiscal and financial buffers.  
RATING DRIVERS  
DBRS considers the likelihood of downward 
pressure on Singapore ratings to be low. 

Nonetheless the ratings could come under 
downward pressure if an external shock were 

to significantly weaken public sector finances 
and cause a structural deterioration in 

economic growth prospects. A substantial 
weakening of the government's institutional 
strength could also put downward pressure on 
the ratings.  
RATING RATIONALE  
Prudent Fiscal Framework and Strong Balance 
Sheet Underpins Singapore's Creditworthiness  
Singapore's ratings benefit from its prudent 
fiscal management and its strong balance 

sheet. Its fiscal framework requires a balanced 
budget over each term of the government, with 
fiscal rules limiting the government expenditure 
to 50% of net realized investment income from 
net assets. Following three years of a fiscal 

surplus, the government is expected to run a 
small deficit in 2019 due to a modest increase in 
developmental expenditure. A broader 

definition of the government's budget 
balance, which includes proceeds from land 
sales and investment income from reserves, 
has averaged an annual surplus of 4.5% over 

the last decade. Singapore's fiscal surpluses 

have resulted in an accumulation of assets, 
primarily managed by GIC Private Limited (GIC), 
Temasek, and Monetary Authority of Singapore 
(MAS). Though the size of GIC is undisclosed, 
the Sovereign Wealth Fund Institute ranks GIC 
as the 6th largest public fund globally with 

assets of US$440 billion (120% of GDP). As of 

March 2019, Temasek's assets stood at US$231 
billion (64% of GDP), while MAS's forex holdings 
stand at US$272 billion (August 2019). In most 
countries, the main purpose of government 
borrowing is to finance a budget deficit. 
Singapore does not borrow money to fund 
government expenditure. However, the 

government issues debt to develop the domestic 
debt market and to service the investment 
needs of the Central Provident Fund (CPF). All 
proceeds raised from securities issuance flow 
into the Government Securities Fund (GSF) and 
are invested over a long-time horizon by GIC. 

Payment from the GSF is limited to interest and 

principal repayment. This separation ensures 
that public borrowing does not fund government 
expenditures. The investment returns exceed 
debt servicing costs. Moreover, the Protection of 
Reserves Framework in Singapore's Constitution 
prevents spending any proceeds generated 

through bond issuance. Consequently, the gross 
debt figure of US$401 billion, or 111.3% of GDP 
in 2018, does not reflect the country's public 
financial strength. Singapore's last few 

budgets have been expansionary, providing 
both near-term cyclical support as well as 
contributing to the long-term restructuring of 

the economy. With its population slowly aging, 

the government has targeted healthcare, 

education, public transportation, and domestic 
security as the principal areas for increased 
spending. The government has been balancing 
the increase in spending by (1) higher taxes, 
including stamp duties and (2) by financing the 
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additional spending with a larger share of the 

government's investment income. Authorities 

are cognizant of aging-related expenditure 
pressures with the 2019 Budget proposing a 2% 
hike in the GST rates during 2021-2025. 
Singapore is a Wealthy, Productive and 
Continuously Transforming Economy Singapore's 
open economy is wealthy and highly productive, 

with output per capita at $64,580 in 2018. 
Notwithstanding the city-state's physical 
limitations, Singapore's continuous 
transformation has enabled it to retain a 
competitive high-value manufacturing sector and 
to remain a financial and trading center that 

serves global markets. But, as a small and open 
economy, Singapore is exposed to downside risk 
stemming from global trade and financial flows 

and protectionist trade policies. For instance, 
lower global growth, sluggish demand for 
electronics and U.S.-China tariff uncertainty 
resulted in Q2 GDP growth slowing to 0.1% from 

1.1% in Q1 with the manufacturing sector 
contracting -3.1%. This resulted in H1 2019 
growth slowing to 0.6% as compared to 4.4% in 
H1 2018. The Ministry of Trade and Industry 
(MTI) indicated that the sharp decline was 
primarily due to the slowdown in the electronics 
and precision engineering sectors, which reflects 

the electronics downcycle and slower global 
growth. Given the deepening downturn in the 
global electronics cycle, rising global 
uncertainties including the escalation of tariffs, 

slower Chinese demand, the trade dispute 
between Japan and South Korea and geopolitical 

tensions, the MTI has downgraded Singapore's 
growth forecast for 2019 to "0.0 to 1.0%" from 
"1.5 to 2.5%". However, employment remains 
strong and wage growth of resident workers 
remains above the average inflation rate. Given 
Singapore's demographics and restrictions on 
foreign workers, the Government's Committee 

on the Future Economy has proposed further 
transforming Singapore into a knowledge-based 
and labor lean economy. This is reflected in 
intangible assets (intellectual property products, 
research and development, and software and 

databases) becoming an important source of 
growth. The spread of the digital economy is 

expected to result in Singapore growing by 2-
3%, aligned with the IMF's 2.5%-3% measure of 
potential output. Singapore's Large Public and 
Private Net Creditor Position Provides a Strong 
Buffer to External Risks Reflecting a robust 
goods balance and high domestic savings, 
Singapore's current account surplus has 
averaged nearly 20% of GDP over the last 

fifteen years. Singapore's strategic location-
where major east and west shipping lanes 
converge-coupled with its advanced technology 
and automation have helped bolster its market 
share in maritime trade. In addition, being a 

financially open economy, Singapore has 

developed into a competitive international hub 
recording large cross-border flows. In 2018, the 
net international investment position was 226% 
of GDP and the savings rate was 44.5% of GDP. 

As the population ages, the savings rate is 

expected to slowly decline. However, with the 

government continuing to direct more public 
savings to enhance the social safety net, high 
savings provides a comfortable buffer against 
external shocks. The nature of Singapore's small 
and open economy - dependent on the volume 
of direct and indirect global merchandise trade 

and cross border financial transactions - exposes 
it to external shocks. Moreover, with China being 
one of Singapore's largest export markets, 
uncertainties over the U.S.-China trade war 
poses downside risks to Singapore's growth 
outlook. In addition, as a financial center, 

Singapore's financial system is also exposed to 
possible spillovers from a regional economic 
slowdown. However, the country's extremely 

high current account surplus and ample external 
and fiscal buffers help defend against external 
risks. 
Prudent Monetary Policy and Strong Private 
Sector Balance Sheets Bode Well for Financial 

Stability 

Given that Singapore is a small and open 
economy that imports most consumer goods, 
monetary policy has been centered on managing 
the nominal effective exchange rate (S$NEER) 
as a means to achieving price stability. MAS 
operates its policy in a 'basket-band-crawl' 

framework, where the nominal trade-weighted 
exchange rate fluctuates within an undisclosed 
and periodically adjusted policy band. It adjusts 

the pace of appreciation or depreciation of the 
Singaporean dollar by changing the slope, width, 
and center of the band. Given the deterioration 
in the external environment and the weak GDP 

data, MAS is expected to remove most of 2018's 
monetary policy tightening in its October policy 
by removing the appreciation bias in its FX 
policy by reducing the slope of the S$NEER 
trading band currently at 1%. Singapore's 
banking system remains resilient despite 

increased uncertainty. Low interest rates from 
global expansionary monetary policy over the 
last decade have encouraged lending. Over the 
last decade, as per the BIS data, credit to the 

non-financial private sector increased from 
115% of GDP in 2007 to 171% of GDP in 2018. 
While household credit increased from 40% of 

GDP in 2007 to 54.7% in 2018, non-financial 
corporate credit rose from 76% of GDP to 116% 
over the same period. Loan growth was healthy 
over the past year, while the overall NPL ratio 
stabilizing at 1.8% (2Q 2019). Furthermore, 
regulatory and supervisory standards are strong 
in Singapore, as evident by prudential measures 

such as the raising of the Additional Buyer's 
Stamp Duty and tightening of LTV limits on 
residential property mortgages that have 
moderated the pace of price increases and 
transaction activity. MAS assessment is that 

domestic credit growth remains in line with 

economic conditions and consequently 
maintaining its Countercyclical Capital Buffer 
(CCyB) at 0%. In addition, private sector 
balance sheets remain strong. On an aggregate 
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basis, Singapore's household balance sheets 

remain healthy, with net wealth at four times 

GDP. Moreover, liquid assets such as cash and 
deposits exceed total household liabilities, 
providing households with strong financial 
buffers. Although trade tensions have had a 
relatively limited impact on Singapore thus far, 
the negative spillovers could weigh on future 

corporate profitability through lower earnings. 
However, listed companies appear able to 
absorb interest rate shocks with borrowing from 
smaller enterprises being highly collateralized, 
and subject to strict underwriting standards. The 
latest available MAS stress tests assumes a 

protracted global downturn, amid heightened 
trade tensions, an intensification of China's debt 
overhang troubles and a disorderly Brexit which 

results in the rest of Asia slipping into recession 
and a fall in asset prices. In a scenario where 
Singapore experiences a recession with 
unemployment rising sharply and property 

prices falling by around 50%, MAS stress tests 
indicate that Singapore's banking and insurance 
sectors will likely remain resilient with their 
Capital Adequacy Ratio's above Basel regulatory 
requirements and banks having sufficient 
liquidity buffers to meet cash outflows. Political 
Stability and Strong Institutions Support Growth 

Singapore's political stability has supported its 
development strategy. The People's Action Party 
(PAP) has dominated all branches of government 
since 1959, with the party re-elected into its 

14th consecutive term in 2015. The next general 
election would have to take place before 11 

September 2020. Single party control raises 
some questions regarding the transfer of power, 
government accountability, and transparency, 
but the PAP is credited with creating the 
conditions for Singapore's impressive economic 
development. Property rights are secure, the 
crime rate is low, and macroeconomic 

policymaking is of high quality. Singapore's 
impressive growth performance is supported by 
public institutions that score favorably on 
development indicators. The city-state is the 
top-ranking country on the Ease of Doing 

Business standards. Singapore also receives top 
marks on the World Bank's Worldwide 

Governance Indicators, including government 
effectiveness, political stability, regulatory 
quality, and control of corruption. Conversely, 
largely due the single party control, Singapore is 
a weak performer on the voice and 
accountability indicator. Freedom House labels 

the country as only 'partly free' and the press as 
'not free.' 
RATING COMMITTEE SUMMARY 
The DBRS Sovereign Scorecard generates a 
result in the AA (high) to AA (low) range. 
Additional considerations factoring into the 
Rating Committee decision include: Singapore's 

considerable financial assets, the structure of 

the economy and its financial buffers. Singapore 
gets a poor Debt and Liquidity score for carrying 
general government debt over 100% of GDP. 
However, Singapore does not engage in 

sovereign borrowing to finance public spending 

and holds an unusually large amount of liquid 

government assets in the broader public sector. 
The main points discussed during the Rating 
Committee include Singapore's political outlook, 
its economic and fiscal performance, net asset 
position and financial buffers. 
KEY INDICATORS 

Fiscal Balance (% GDP): 0.4 (2018); 4.2 
(2019E); 3.1 (2020F) 
Gross Debt (% GDP): 111.3 (2018); 109.4 
(2019E); 111.2 (2020F) 
Nominal GDP (USD billions): 364.1 (2018); 
372.8 (2019E); 391.9 (2020F) 

GDP per Capita (USD): 64,580 (2018); 65,624 
(2019E); 68,486 (2020F) 
Real GDP Growth (%): 3.1 (2018); 0.0-1.0* 

(2019E); 
Consumer Price Inflation (%): 045 (2018); 1.4 
(2019E); 1.4 (2020F) 
Private Sector Domestic Credit (% GDP): 121.9 

(2018) 123.9 (Jun-2019) 
Current Account (% GDP): 17.9 (2018); 17.6 
(2019E); 17.1 (2020F) 
International Investment Position (% GDP): 
225.6 (2018); 235.7 (Mar-2019) 
Gross External Debt (% GDP): 416.5 (2018); 
413.4 (Mar-2019) 

Governance Indicator (percentile rank): 79.3 
(2017) 
Human Development Index: 0.93 (2017) 
 
This publication may not be reproduced, retransmitted 
or distributed in any form without the prior written 
consent of DBRS.  
© DBRS Limited and DBRS, Inc. (collectively, DBRS).  
©Thomson Reuters 2019. All rights reserved. 
 
 

Sri Lanka 

Sri Lanka sends RFP for JBIC-

guaranteed Samurai bond  

09-Sep-2019  
TOKYO, Sept 9 (IFR) - Central Bank of Sri 

Lanka last Friday sent a request for proposals 
to potential underwriters for an offering of 
Samurai bonds that will be the country's first 
bond issue in yen.  

The central bank said the government of Sri 
Lanka intends to issue up to about ¥60bn 
(US$561m) of Samurai bonds in a single tranche 

of 10 years with a fixed coupon, with potential 
credit enhancement from Japan Bank for 
International Cooperation. Sri Lanka is rated 
B2/B/B.  
The deadline for the RFP is 3pm local time on 
September 20.  

 
(Reporting by Takahiro Okamoto; Editing by Steve 
Garton) 
((Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
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United Arab Emirates 

Dubai weighs comeback to global debt 

markets  

10-Sep-2019  
By Davide Barbuscia 
DUBAI, Sept 10 (Reuters) - The government of 

Dubai has held talks with banks about a 
potential issue of U.S. dollar-denominated 
bonds, two sources familiar with the matter 
said, in what would be its first international 
debt sale since 2013. 

A potential deal is likely to see investors pour 

money into the notes, as global buyers seek 
high-yielding assets in a low-rate environment. 

The Dubai government had raised $1.25 billion 
in 2013 through Islamic and conventional bonds. 
Such a deal would come at a delicate time for 
Dubai, where the economy last year grew at the 

slowest pace since a contraction in 2009, when it 
was hobbled by a debt crisis. 
The Dubai government media office did not 
immediately respond to a request for comment. 
Dubai, which has forecast a budget deficit of 5.8 
billion dirhams ($1.58 billion) this year, has had 
talks with banks over the past few weeks and is 

considering issuing bonds which would be used 
for budgetary purposes, said the sources. 
The government has not sent out official 

requests for proposals to banks to arrange the 
issue, which would have a maturity of at least 
10 years, they added. 
S&P Global said in a recent report that Dubai – 

which is not rated – will see its economy 
rebound to grow 2.4% this year from 1.94% last 
year, but it cautioned against the high level of 
debt of state-related entities, estimated at $59 
billion, or equivalent to 52% of GDP in 2018. 
The Dubai Government's own debt is 
estimated at $65 billion, 56% of GDP, S&P 

said. 

Dubai, the Middle East's financial, trade and 
tourism hub, has been bruised by a slump in the 
vital real estate market in recent years. It has 

been counting on an economic boost before and 
during the World Expo that it will host for six 
months starting October 2020.  

An international bond would be a "marketing 
exercise" for the emirate, said one of the 
sources, ahead of the global fair. 
Dubai, one of the seven emirates that make 
up the UAE, got a $20 billion bailout from the 
central bank and from the oil-rich capital Abu 
Dhabi to escape the 2009 debt crisis. S&P said 
it expected the debt would continue to be 
rolled over. 

 
($1 = 3.6728 UAE dirham) 
(Reporting by Davide Barbuscia, editing by Ghaida 
Ghantous and Bernadette Baum) 
((Davide.Barbuscia@thomsonreuters.com; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
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Albania 

Albania’s gross foreign debt falls 1.0% 

in Q2  

11-Sep-2019  

TIRANA (Albania), September 11 (SeeNews) – 
Albania’s gross foreign debt totalled 8.34 
billion euro ($9.2 billion) at the end of June, 

down 1.0% compared to the value recorded at 
the end of March, the country's central bank 
said. 

The foreign debt of Albania's commercial banks, 
general government and central bank all 

decreased in the second quarter, according to 
figures released by Bank of Albania on Tuesday. 
 
($=0.90575 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Albania to sell 3 bln leks (24.5 mln 

euro) of 5-yr T-notes on Sept 18  

12-Sep-2019  

TIRANA (Albania), September 12 (SeeNews) – 
Albania will offer 3 billion leks ($27.0 
million/24.5 million euro) worth of five-year 
Treasury notes at an auction on September 
18, the debt issuance calendar of the finance 
ministry shows. 

At the last auction of five-year T-notes held in 
July, the finance ministry sold 2.56 billion leks 
worth of government paper, below its 3 billion 

leks plan. The coupon rate was 4.2%, 
unchanged from the previous auction of five-
year T-notes held in May, according to figures 
published on the website of the finance ministry. 
 
(1 euro = 120.524 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bosnia 

Bosnia's Federation to issue 35.8 mln 

euro worth of govt bonds  

12-Sep-2019  
SARAJEVO (Bosnia and Herzegovina), 
September 12 (SeeNews) - Bosnia's 
Federation government said it has decided to 
issue Treasury notes worth a total of 70 
million marka ($39.5 million/35.8 million 
euro) to finance this year's budget needs. 

The Federation will issue three-year T-notes 

worth 30 million marka and seven-year T-notes 

worth 40 million marka, it said in a statement 
last week without providing a time frame. 
The government will publish public invitations 
seven days prior to each auction. 
The announcement comes after earlier this 
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month the Federation's finance ministry 

cancelled a 40 million marka auction of seven-

month Treasury notes scheduled for September 
10, saying the liquidity level of the Federation's 
Treasury account is adequate. 
The Federation is one of two autonomous 
entities that make up Bosnia and Herzegovina. 
The other one is the Serb Republic. 

 
(1 euro=1.95583 marka) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Hungary 

Hungary must maintain fiscal discipline 

in face of slowdown   

07-Sep-2019  
• Overspending, burning up reserves are 
not the answer 
• Budget must remain on a conservative 
path 

• Apparent rebuke to cbank chief's call 
for stimulus 
• Hungary needs stable and predictable 
exchange rate 

By Gergely Szakacs 
BUDAPEST, Sept 7 (Reuters) - Risks to global 

economic growth are unlikely to trigger an 
outright recession, Hungary's Finance Minister 
Mihaly Varga said on Saturday, adding that 
the best way to tackle a slowdown was to 

maintain fiscal discipline and market stability. 

"Whenever there is a slowdown and we cannot 
speak of an acceleration of growth cycles, 
positions of balance always come to the fore," 
Varga told a meeting of Hungarian economists.  
"We must avoid fiscal profligacy and maintain 
fiscal discipline and rigour," Varga said. 

On Thursday, central bank Governor Gyorgy 
Matolcsy said risks to global growth, such as 
Brexit, the U.S.-China trade war and a slowdown 
in the euro zone, mean Hungary should consider 
a new programme to bolster economic growth. 
Varga said, however, that the government's 

commitment to cut the budget deficit to 1% of 

gross domestic product and set aside fiscal 
buffers worth the same amount next year was 
the best approach to curb risks to growth in the 
current environment. 
In the longer run, Prime Minister Viktor 
Orban's government, which has sharply 
lowered Hungary's budget shortfall and public 
debt over the past decade, is aiming for a 
balanced budget. 

"We cannot say one week that we should do a 
budget with zero deficit and cut the shortfall as 
quickly as possible only to say the following 
week that we should start overspending and 
launch new stimulus," Varga said. 
He said the budget must remain on a 
conservative path and Hungary should strive 

to maintain its high investment rate to keep 
convergence towards richer Western 
European peers on track. 

Varga said of about 100 new foreign investment 

projects in the pipeline, three have been 

scrapped for reasons he did not specify. Another 

three projects were on hold due to the global 
economic slowdown, he said. 
"But the overwhelming majority of these 
projects will be implemented," Varga said, 
adding that Hungary needed a stable and 
predictable exchange rate.  

 
(Reporting by Gergely Szakacs; 
Editing by Alexander Smith) 
((gergely.szakacs@reuters.com; 
https://twitter.com/szakacsg; +36 1 882 3606; 
https://www.reuters.com/journalists/gergely-
szakacs)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Hungary posts 158 bln forint Aug 

budget deficit   

09-Sep-2019  
BUDAPEST, Sept 9 (Reuters) - Hungary posted 

a budget deficit of 158 billion forints ($528.30 
million) in August, widening the shortfall to 
510.8 billion forints in the first eight months, 
the Finance Ministry said on Monday. 

It said the January-August deficit reached just 

over half the full-year target. The ministry said 
its 2019 deficit target of 1.8% of economic 
output remained achievable. 
 
($1 = 299.07 forints) 
(Reporting by Gergely Szakacs) 
((gergely.szakacs@reuters.com; 
https://twitter.com/szakacsg; +36 1 882 3606; 
https://www.reuters.com/journalists/gergely-
szakacs)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kosovo 

Kosovo sells 15 mln euro of 5-yr T-

notes  

11-Sep-2019  
PRISTINA (Kosovo), September 11 (SeeNews) – 
Kosovo's finance ministry sold 15 million euro 
($26.6 million) worth of five-year Treasury 
notes on September 10, in line with plan, data 
by the ministry showed. 

The average weighted yield on the government 
securities fell to 2.18%, from 2.61% at the last 
auction of five-year T-notes held in April, 

according to figures published on the website of 
Kosovo's finance ministry. 
 
($=0.90549 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

North Macedonia 

North Macedonia to sell 3.8 bln denars 

(61.3 mln euro) of govt paper on Sep 
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12-Sep-2019  

SKOPJE (North Macedonia), September 12 
(SeeNews) – North Macedonia's finance 

ministry will offer two issues of government 
securities worth a total of 3.8 billion denars 
($67.6 million/61.3 million euro) at an 
auction on September 17, according to notices 
published by the country's central bank. 

The offer comprises 1.1 billion denars worth of 
one-year T-bills and 2.7 billion denars of 15-year 

Treasury bonds. 
The central bank 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= 61.09 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Poland's c.bank sees no adverse 

impact from wage hike plan, Kaczynski 

says  

11-Sep-2019  
WARSAW, Sept 11 (Reuters) - Poland's ruling 

party leader Jaroslaw Kaczynski said on 
Wednesday that he discussed the planned 
increase in minimum wage with the central 
bank governor, who expects the project will 
have no negative impact on the economy. 

"It so happened that I had the opportunity to 
talk to the national bank governor yesterday 
evening and he presented to me first estimates 
(showing) whether this will have a negative 

influence on the economy - none of these 
things," Kaczynski told public radio.  
On Saturday, Kaczynski, who has no formal 
government post but is seen as Poland's de-
facto leader, said that his party, the ruling Law 
and Justice (PiS), will almost double the 
minimum wage for workers by 2023, adding to 

an already expensive list of the party's promises 
ahead of the general election in October. 
PiS is leading in opinion polls due largely to a 
generous social programme which includes 500 
zloty ($127.46) handouts for every child in a 
family.  
In August, the PiS government approved a 

plan to eliminate the budget deficit in 2020, 
for the first time since 1990, in a move that 
could help bolster public support for its 
ambitious social spending plans. 

Critics say, however, that the budget's 
assumptions are based on one-offs and are too 
optimistic in light of an expected economic 

slowdown. 

Poland's central bank governor Adam Glapinski 
is expected to hold a news conference later on 
Wednesday following the Monetary Policy 
Council's monthly decision on interest rates.  
 

($1 = 3.9227 zlotys) 
(Reporting by Agnieszka Barteczko and Anna 
Wlodarczak-Semczuk; Editing by Jacqueline Wong) 
((agnieszka.barteczko@thomsonreuters.com; 
+48226539700; Reuters Messaging: 

agnieszka.barteczko.reuters.com@thomsonreuters.net
)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romania rejects all bids for 600 mln lei 

(127 mln euro) 2022 T-bonds  

12-Sep-2019  
BUCHAREST (Romania), September 12 
(SeeNews) - Romania on Thursday rejected all 

bids on a 600 million lei ($140 million/237 
million euro) worth of Treasury bonds 
maturing on August 8, 2022, central bank 

data showed. 

Demand for in the auction amounted to 472.8 
million lei, the data indicated. 
The issue will be reopened on Friday, when the 
finance ministry hopes to raise 90 million lei in a 
non-competitive tender. 
Romania last sold August 2022 bonds in August 
at an average yield of 3.38%. 

The finance ministry plans to auction 3.98 billion 
lei worth of government securities in September, 
including 495 million lei in non-competitive 

offers. 
Since the beginning of 2019, the finance 
ministry has sold roughly 34 billion lei and 507 

million euro ($563 million) worth of domestic 
government securities. 
It also tapped foreign markets for 5 billion euro 
worth of 2026, 2031, 2034 and 2049 Eurobonds. 
 
(1 euro=4.7451 lei) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Romania's Jan-July current account 

deficit expands 24% y/y  

13-Sep-2019  
BUCHAREST, Sept 13 (Reuters) - Romania's 

current account deficit widened by 24% on 

the year to 6.025 billion euros ($6.68 billion) 
in the first seven months, central bank data 
showed on Friday.  

Foreign direct investment was 2.92 billion euros, 
against 2.4 billion in the same period of last 
year. Long-term external debt rose 7.9% from 
the end of last year to 73.3 billion euros. 
 
($1 = 0.9016 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. 
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Russia 

Long Russian Eurobonds fall again, 

medium-term bonds rebound  

11-Sep-2019  
MOSCOW. Sept 11 (Interfax) - Prices for most 

long Russian Eurobonds again fell on 
Wednesday while medium-term bonds 
rebounded as US Treasuries stabilized. 

Sovereign spreads were little changed for 
medium bonds but widened for long bonds. 
Russia's benchmark 2030 bonds were up 10 

basis points from previous closing by 6:15 p.m. 
Moscow time at 112.60% with yield at 2.95% 
per annum, 4 bps lower. Three-year US 

Treasuries were up 4 bps from previous closing 
at 100.76%, with yield down 2 bps to 1.64%. 
Spread between Russia-30 and UST3 narrowed 2 

bps to 131 bps. 
Russia's 2043 bond was down 47 bps at 
127.50% yielding 4.07%, up 3 bps; the 2042 
bond was down 55 bps at 123.16%, yielding 
4.05%, up 3 bps; the 2026 bond was up 10 bps 
at 109.51% with yield down 1.5 bps to 3.165%; 
and the 2023 bond rose 18 bps in price to 

198.43% yielding 2.39%, down 5 bps. 
The 30-year bond maturing in 2047 was down 
58 bps to 118.49% with yield up 3 bps at 
4.125%; and the 10-year bond maturing in 

2027 was down 15 bps at 106.52%, with yield 
up 2 bps at 3.29%. 
 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Slovenia 

Slovenian T-bill auction 

oversubscribed, yields remain negative  

10-Sep-2019  

LJUBLJANA, Sept 10 (Reuters) - Slovenia sold 

179 million euros ($197.53 million) of 
treasury bills at an auction on Tuesday, above 
an initial target of 170 million euros, at yields 
that moved further into negative territory, the 

finance ministry said. 

It sold some 69 million euros of 12-month bills 
at a yield of minus 0.42% versus minus 0.38% 
at the last auction of such bills in June.  
It also sold 110 million euros of 3-mth bills at a 
yield of minus 0.4% versus minus 0.39% in July. 
Total bids amounted to 332 million euros. The 

next T-bill auction is due on Oct. 8 when 
Slovenia will issue 6-month and 18-month bills. 
Analysts said yields are likely to remain 
negative as long as the European Central Bank 
continues with its expansive monetary policy. 

 
($1 = 0.9062 euros) 
(Reporting by Marja Novak 
Editing by Peter Graff) 

((Marja.Novak@thomsonreuters.com; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkey's dollar bonds slide with lira 

ahead of central bank meeting  

11-Sep-2019  
LONDON, Sept 11 (Reuters) - Turkey's 

government bonds fell to multi-week lows on 
Wednesday, as bets on another super-sized 
interest rate cut by the country's central bank 
sent the lira down for a fifth straight day. 

Money markets were pricing in a 300 basis point 
cut by the central bank when it meets on 

Thursday and the lira's drop matched the length 
of the losing run it saw when it hit its lows for 
the year back in May. 
Turkey's longer-dated bonds were down 
between 0.4 cent and 1 cent in the dollar. That 
left some issues maturing from 2038 onwards at 

their lowest since July, and the 2043 bond at its 
lowest level since late August.  
 
(Reporting by Marc Jones, editing by Karin Strohecker) 
(( 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.  
 
 

Turkey bonds rally after central bank 

slashes interest rates  

12-Sep-2019  
LONDON, Sept 12 (Reuters) - Turkey's longer-

dated sovereign dollar bonds made solid gains 
on Thursday after the country's central bank 
slashed interest rates by 325 basis points to 

16.5%. 

The moves, which came in tandem with a rise in 
the lira, included a 1,7 cent jump in a 2030-
maturing bond and 1-1.5 cents gains for most 

debt maturing from then up until 2045.  
The central bank's rate cut on Thursday came 
after it had cut rates by 425 basis points in July. 

 
(Reporting by Marc Jones; editing by Karin Strohecker) 
((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. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

DBRS Upgrades Argentina's Short-
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Term Ratings from SD to R-5, Ratings 

Under Review-Negative  

09-Sep-2019  
Date of Release: September 9, 2019 
DBRS Upgrades Argentina's Short-Term 
Ratings from SD to R-5, Ratings Under 
Review-Negative 

Industry: Public Finance--Sovereigns 

DBRS, Inc (DBRS) upgraded the Republic of 
Argentina's Short-Term Foreign and Local 
Currency - Issuer Ratings from SD to R-5. At the 
same time, the Short-Term Ratings have been 
placed Under Review with Negative Implications 
(URN). The Long-Term Foreign and Local 

Currency - Issuer Ratings, at CC, also remain 
Under Review with Negative Implications (URN). 
KEY RATING CONSIDERATIONS  
DBRS downgraded Argentina to SD following 
the August 28 announcement that payments 
would be deferred on short-term debt 
obligations, some of which came due on 

August 30. Argentina is now making payments 
in accordance with the revised payment 

schedule, prompting an upgrade of the short-
term issuer ratings to R-5.  
As noted in DBRS's August 30 press release, 
Argentine authorities have announced their 
intention to launch a "voluntary" debt swap to 
extend maturities on additional longer-term 
securities maturing within the next ten years. 

This expected change in duration combined with 
the implicit threat of nonpayment, if creditors do 

not participate in the exchange, is also likely to 
meet DBRS's definition of default, but the terms 
and timing of the exchange are not yet clear. 
Consequently, the Long-Term Issuer Ratings 

remain at CC and are Under Review with 
Negative Implications. The repayment of the 
newly rescheduled short-term debt obligations 
also remains in doubt, as these payments have 
been pushed back only 3-6 months and will now 
come due shortly after the inauguration of a new 
administration. The recent imposition of capital 

controls combined with the reprofiling of short-
term debt alleviate the immediate demands on 
reserves, but DBRS expects volatile conditions to 

persist through the election period and 
subsequent transition. In this context, Argentina 
may struggle to rollover or repay its short-term 
obligations as they come due early in 2020. In 

the absence of continued engagement from the 
IMF and a well-designed macroeconomic 
adjustment program, DBRS sees risks of 
additional difficulties in servicing Argentina's 
debt. For additional details see DBRS's prior 
press release, published on August 

30. 
RATING DRIVERS 
Argentina's ratings are likely to be 
downgraded to Selective Default (SD) if 
Argentina compels creditors to extend 
maturities or risk non-payment. 

Otherwise, downward pressure on the ratings 
could emerge if (1) fiscal or monetary policy 
discipline weakens considerably in the lead up to 

or following any change in administration; or (2) 

the incoming government proves unwilling to 

make policy commitments similar to those 

agreed under the current IMF program, 
generating continued market pressures and 
limiting the availability of non-inflationary 
financing heading into 2020 and 2021. 
A stabilization of the ratings will likely hinge on 
the administration's commitment to (1) preserve 

fiscal policy discipline; and (2) maintain the 
main pillars of the existing macroeconomic 
program, for example through passage of the 
law on central bank independence. 
RATING COMMITTEE SUMMARY 
The DBRS Sovereign Scorecard generates a 

result in the B (high) - B (low) range. 
Additional considerations factoring into the 
Rating Committee decision included the 
announced reprofiling of Argentina's debt 
obligations and near-termexternal liquidity 
position. The main points discussed during the 
Rating 

Committee include the extension of short-term 
debt maturities, the status ofpayments on the 
debt, the likelihood that an exchange of 

medium- and long-termdebt will meet DBRS's 
default definition, and additional risks to 
Argentina's repayment capacity in coming 
months. 
KEY INDICATORS 
Fiscal Balance (% GDP): -5.0 (2018); -2.7 
(2019F); -1.5 (2020F) 

Gross Debt (% GDP): 86.0 (2018); 75.9 

(2019F); 69.0 (2020F) 
Nominal GDP (USD billions): 538.1 (2018); 
477.7 (2019F); 515.4 (2020F) 
GDP per capita (USD thousands): 11.7 (2018); 
10.6 (2019F); 11.3 (2020F) 

Real GDP growth (%): -2.5 (2018); -1.2 
(2019F); 2.2 (2020F) 
Consumer Price Inflation (%, avg): 34.3 (2018); 
43.7 (2019F); 23.2 (2020F) 
Domestic Credit (% GDP): 14.6 (2018) 
Current Account (% GDP): -5.1 (2018); -2.0 
(2019F); -2.5 (2020F) 

International Investment Position (% GDP): 12.5 
(2018) 
Gross External Debt (% GDP): 41.7 (2018) 

Foreign Exchange Reserves (% short-term 
external debt + current account deficit): 1.0 
(2018); 1.3 (Jun-2019) 
Governance Indicator (percentile rank): 57.1 

(2017) 
Human Development Index: 0.83 (2017) 
 
For more information on this credit or on this industry, 
visit www.dbrs.com. 
DBRS, Inc. 
© DBRS Limited and DBRS, Inc. (collectively, DBRS).  
©Thomson Reuters 2019. All rights reserved.  
 
 

Moody's Says Argentina's Deepening 

Economic Malaise Will Hit Government And 
Business Sectors   

12-Sep-2019  
Sept 12 (Reuters) - Moody's 
• Moody's says Argentina's deepening 
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economic malaise will hit government and 
business sectors 

• Moody's says Argentina's economic & 

financial conditions will remain depressed amid 
heightened policy risk 
• Moody's says government's recent 
measures are credit negative for Argentina's 
sovereign, provinces & municipalities & for most 
business sectors 

• Moody's, on Argentina, says current 
market conditions will significantly erode banks' 
asset quality 
• Moody's says challenging economic 
conditions, political uncertainty drive negative 
credit environment & add pressure on 

Argentina's finances 
• Moody's says high funding costs & rising 

inflation will hurt many argentine companies, 
but exporters will benefit from peso depreciation 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Argentina announces new round of 

currency controls amid economic crisis  

12-Sep-2019  
BUENOS AIRES, Sept 11 (Reuters) - Argentina's 

central bank late on Wednesday announced 

further currency controls in an effort to tame 
speculation and stem a spiraling debt crisis in 
Latin America's third largest economy.  

The new measure requires anyone purchasing 
foreign currency to present a sworn oath 
promising to wait at least five days before using 
it to purchase bonds. 
Under previous regulations, a buyer could use 

the foreign currency to purchase a bond and 
then immediately sell it at a more favorable 
exchange rate, turning a quick profit of 5 to 7 
percent, traders said.  
Argentina's government authorized currency 
controls earlier this month, an about-face by 
President Mauricio Macri, who had previously 

lifted many protectionist practices of his 
predecessor, Cristina Fernandez de Kirchner.  
The initial restrictions limited the purchase of 
dollars, and required companies seek 
permission from the central bank to access 
the foreign exchange market to purchase 
foreign currency and make transfers abroad. 

Macri's decision to implement the controls came 
after opposition candidate Alberto Fernandez 

and Fernandez de Kirchner, who is now his vice 
presidential candidate, pulled off a stunning 
upset in the Aug. 11 primary vote.  
The shock result sent bonds, stocks and the 
peso currency plummeting on market fears over 
a potential return to the interventionist policies 

of Fernandez de Kirchner's previous 
government.  

 
(Reporting by Eliana Raszewski, writing by Dave 
Sherwood 
Editing by Shri Navaratnam) 
((dave.sherwood@thomsonreuters.com; +56 9 9138 
1047, +56 2 2370 4224; Reuters Messaging: 

dave.sherwood.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

DBRS Confirms Brazil at BB (low), 

Stable Trend  

11-Sep-2019  
Date of Release: September 11, 2019 
DBRS Confirms Brazil at BB (low), Stable 
Trend 

Industry: Public Finance--Sovereigns 
DBRS, Inc. (DBRS) confirmed the Federative 

Republic of Brazil's Long-Term Foreign and 

Local Currency - Issuer Ratings at BB (low). 
At the same time, DBRS confirmed the 
Federative Republic of Brazil's Short-term 
Foreign and Local Currency - Issuer Ratings at 
R-4. The trend on all ratings is Stable.  

KEY RATING CONSIDERATIONS  
The Brazilian government is pursuing a broad 
reform agenda to repair fiscal accounts and 
strengthen the economy's weak growth 
outlook. Passage of pension reform in the 
Lower House marked a major step toward 

restoring fiscal sustainability. The legislation is 
now in the Senate, where DBRS expects it will 
be approved largely in its current form within 
the next 1-2 months. While the reform reduces 
risks to the fiscal outlook, additional tightening 

measures will be needed to put public debt 
dynamics on a sustainable path. The economic 

recovery continues to advance, albeit at an 
anemic pace. In the near term, DBRS expects 
the cyclical recovery to gradually accelerate on 
the back of expansionary monetary policy and 
strengthening confidence. Prospects for higher 
medium-term growth, however, depend on 
structural reforms. In this regard, the 

government is moving on multiple fronts, with 
measures to lower the cost of doing business, 
improve the efficiency of credit markets, and 
open the economy to international competition. 
The Stable trend indicates that upside and 
downside risks to the BB (low) ratings are 

broadly balanced. Investment could revive faster 
than expected if confidence builds on the back 
on an advancing reform agenda. Stronger 
growth combined with ongoing fiscal discipline 
could materially improve the outlook for debt 
sustainability. On the other hand, political 
support for the reform agenda could lose 

momentum or external conditions could 
substantially worsen, thereby leaving Brazil 
vulnerable to shocks in a low growth - high debt 
equilibrium.  
RATING DRIVERS  
The ratings could experience upward pressure 
if the underlying fiscal position materially 
improves and the political support for sound 

fiscal management remains strong. Economic 
reforms that improve the growth outlook 
would also be credit positive.  

On the other hand, the ratings could experience 
downward pressure if the fiscal adjustment 
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deviates materially from the expected 

consolidation path. External shocks that 

exacerbate Brazil's growth challenges could 
make the necessary fiscal adjustment even more 
difficult to achieve.  
RATING RATIONALE  
Pension Reform Reduces Fiscal Risks But 
Additional Measures Are Needed To Ensure 
Sustainability  

The government is implementing a gradual fiscal 
consolidation plan underpinned by a 
constitutional amendment that limits the growth 
of primary spending to the rate of inflation. 
Compliance with this spending cap was achieved 
in 2017 and 2018 and will likely be achieved in 
2019. However, pursuing an expenditure-based 

consolidation is complicated by the high share of 

mandatory spending that is either earmarked or 
indexed.  
Pension reform will help alleviate rising 
pressures on mandatory spending. If fully 
approved, the reform will stabilize pension 

spending as a share of GDP. While this reduces a 
key source of risk, prospects for narrowing the 
fiscal deficit will depend on the implementation 
of additional measures. Controlling the civil 
servant wage bill, restraining minimum wage 
adjustments that feed through to various 
expenditures, and removing tax subsidies will all 

likely be required in order to comply the 
spending cap through 2026, at which point the 
rules related to the ceiling can be amended. 
Public debt dynamics are expected to stabilize 
but risks to sustainability are high. Assuming 
compliance with the spending cap, DBRS 
estimates that the primary balance would 
shift to a surplus in 2023 and then rise to 

1.7% of GDP in 2026. In such a scenario, gross 

non-financial public sector debt (based on IMF 
definition) would peak in 2024 at 96% of GDP 
and then gradually decline. However, risks to 
the baseline scenario are two-sided. In a 
positive scenario characterized by compliance 
with the spending cap, stronger growth on the 
back of economic reforms, and extraordinary 

receipts driven by windfall oil revenues and 
privatizations, the debt ratio could remain stable 

at 92% of GDP from 2019 to 2022 and then 
decline to 87% of GDP by 2026. On the other 
hand, if spending is not tightly controlled and 
the recovery fails to gain momentum, public 

debt ratios could continue to rise over the 
outlook period, thereby jeopardizing the 
sustainability of public finances and, potentially, 
macroeconomic stability. Structural Reforms 
Could Improve Growth Prospects The cyclical 
recovery is slowly advancing but Brazil's 
medium-term growth prospects are weak. The 

IMF estimates potential growth at just 2.2%, 
even after assuming some benefits from the 
current reform drive. The poor outlook partly 

reflects a slowdown in labor force growth as the 
population ages, but interlinking structural 
constraints of low investment, high business 
costs and weak competitive forces also play a 

role. Low investment is especially evident in 
Brazil's underdeveloped infrastructure, which 

holds back productivity. In addition, high tariff 

barriers, elevated compliance costs, and inward-

looking policy impede Brazil from more fully 
benefiting from global trade. However, strong 
implementation of the government's reform 
agenda could raise potential growth. Following 
up on reforms passed during the Temer 
administration, including labor market reform 

and credit market reform, the new 
administration aims to boost productivity by 
lowering the cost of doing business in Brazil, 
rationalizing tax policy, pursuing privatizations, 
and opening the economy to international 
competition. The central bank is also 

implementing micro-reforms to reduce credit 
intermediation costs. While DBRS anticipates 
that some measures, such as tax reform, will be 

politically challenging and are likely to proceed 
slowly through congress, other measures do not 
require legislation and can be enacted more 
quickly. Overall, the direction of economic policy 

is positive for the growth outlook, although the 
impact will likely be felt in the medium term.  
The Current Political Landscape Presents 
Opportunities and Challenges The opportunity 
lies in the fact that both Congress and the 
Bolsonaro administration appear to be 
supportive of fiscal consolidation and market-

oriented reforms. This sets up the possibility of 
deep and far-reaching changes to Brazil's policy 
frameworks and economic structure. However, 
governability remains a key risk. President 

Bolsonaro has a limited base in congress, and 
there is a high degree of party fragmentation, all 

of which could complicate efforts to build 
congressional coalitions sufficiently large to pass 
legislation.  
On an institutional level, the Car Wash 
investigations have revealed widespread 
corruption but also highlighted some of Brazil's 
strengths. According to the World Bank 

Governance Indicators, Brazil compares poorly 
to many other emerging economies in the area 
of corruption control. However, Brazil's 
institutional response to corruption in recent 
years is encouraging. The investigations 

themselves are the product of a strong and 
independent judiciary, which has been supported 

by an active civil society and vibrant media. 
Inflation Expectations Are Anchored, The 
Banking System Is Healthy, And External 
Accounts Are Sound  
Prudent monetary policy has consolidated 
inflation at low levels and anchored inflation 

expectations around the target. The central bank 
is implementing expansionary monetary policy, 
in the context of a large negative output gap, in 
order to support the economic recovery. 
Enhanced central bank credibility combined with 
the tapering of directed lending should also 
strengthen the effectiveness of monetary policy 

over time. The banking system has weathered 
the prolonged period of economic weakness 
relatively well. Banks remain profitable and well-
capitalized. Asset quality is benefiting from the 
modest recovery. Moreover, in the event of 
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macroeconomic shocks, the banking system 

appears sufficiently capitalized to digest 

additional credit losses or manage unexpected 
financial market volatility, including large swings 
in the exchange rate, without major disruption. 
Brazil's external accounts do not exhibit any 
significant imbalances. Gross external liabilities 
are moderate, the current account deficit is 

modest, and inflows of net foreign direct 
investment provide a stable source of external 
financing. Moreover, exchange rate flexibility 
facilitates Brazil's adjustment to global 
conditions. In the event of an external shock, 
the central bank has a large stock of reserves to 

provide foreign exchange liquidity if necessary.  
RATING COMMITTEE SUMMARY  
The DBRS Sovereign Scorecard generates a 

result in the BBB (low) - BB range. Additional 
considerations factoring into the Rating 
Committee decision included: (1) the balance of 
risks to the fiscal outlook, which the Committee 
viewed to be negatively skewed relative to the 

baseline, and (2) the high degree of uncertainty 
regarding the growth outlook. The main points 
discussed during the Rating Committee include 
1) the fiscal outlook, 2) the economic recovery 
and reform agenda, and 3) the political 
environment. 

KEY INDICATORS  
Fiscal Balance (% GDP): -7.3 (2018); -7.6 
(2019F); -7.4 (2020F) 
Gross Debt (% GDP): 87.9 (2018); 92.2 

(2019F); 94.1 (2020F) 
Nominal GDP (USD billions): 1,868 (2018); 
1,836 (2019F); 1,908 (2020F) 

GDP per capita (USD thousands): 9.0 (2018); 
8.8 (2019F); 9.0 (2020F) 
Real GDP growth (%): 1.1 (2018); 0.8 (2019F); 
2.4 (2020F) 
Consumer Price Inflation (%, eop): 3.7 (2018); 
4.1 (2019F); 4.0 (2020F) 
Domestic credit (% GDP): 47.7 (2018); 47.2 

(Jun-2019) 
Current Account (% GDP): -0.8 (2018); -1.5 
(2019F); -1.6 (2020F) 
International Investment Position (% GDP): -

32.6 (2018); -35.2 (Jun-2019) 
Gross External Debt (% GDP): 35.5 (2018); 

37.3 (Mar-2019) 
Foreign Exchange Reserves (% short-term 
external debt + current account deficit): 311 
(2018); 337 (Mar-2019) 
Governance Indicator (percentile rank): 49.1 
(2017) Human Development Index: 0.76 (2017) 
Notes:  

All figures are in U.S. dollars unless otherwise 
noted. Fiscal Balance and Gross Debt figures are 
reported for the non-financial public sector 
(NFPS) and based on the IMF definition. NFPS 
debt includes central, state, and local 
governments, and social security funds; it 

excludes the central bank, state-owned 

enterprises, Petrobras and Electrobras. Domestic 
Credit refers to domestic bank credit. Gross 
External Debt includes inter-company loans and 
fixed income securities traded in the domestic 

market held by non-residents. Short-Term 

External Debt is measured on a residual 

maturity basis. Governance indicator represents 
an average percentile rank (0-100) from Rule of 
Law, Voice and Accountability and Government 
Effectiveness indicators (all World Bank). Human 
Development Index (UNDP) ranges from 0-1, 
with 1 representing a very high level of human 

development.  
The principal applicable methodology is Rating 
Sovereign Governments, which can be found on 
the DBRS website www.dbrs.com at 
http://www.dbrs.com/about/methodologies. The 
principal applicable rating policies are 

Commercial Paper and Short-Term Debt, and 
Short-Term and Long-Term Rating Relationships, 
which can be found on our website at 

http://www.dbrs.com/ratingPolicies/list/name/ra
ting+scales. The primary sources of information 
used for this rating include Banco Central do 
Brasil, Secretaria do Tesouro Nacional, Instituto 

Brasiliero de Geografia e Estatística, Fundaçâo 
Instituto de Pesquisas Econômicas, IMF, UNDP, 
World Bank, Bank for International Settlements, 
World Federation of Exchanges, Tullet Prebon 
Information, NRGI, Brookings, and Haver 
Analytics. DBRS considers the information 
available to it for the purposes of providing this 

rating was of satisfactory quality.  
This rating was not initiated at the request of the 
rated entity. The rated entity or its related 
entities did participate in the rating process for 

this rating action. DBRS did not have access to 
the accounts and other relevant internal 

documents of the rated entity or its related 
entities in connection with this rating action.  
 
For more information on this credit or on this industry, 
visit www.dbrs.com. DBRS, Inc.  
140 Broadway, 43rd Floor  
New York, NY 10005 USA 
© DBRS Limited and DBRS, Inc. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Brazil govt to free up 20 bln reais to 

ease budget strain  

12-Sep-2019  
BRASILIA, Sept 12 (Reuters) - Brazil's 

government will free up 20 billion reais ($4.9 
billion) by the end of next month for 
departments hit hardest by the squeeze on 
public spending, presidential chief of staff 

Onyx Lorenzoni told Reuters on Wednesday. 

Some 14 billion reais will be released this month 
and 6 billion reais next month, Lorenzoni said, 
adding that most of the funds will go towards 
the defense, education, health and infrastructure 
ministries.  
The Economy Ministry is due to release its latest 

bimonthly income and spending review by Sept. 

22. So far this year, it has announced spending 
freezes worth 34 billion reais in an effort to 
balance the government's books and meet its 
fiscal targets. 
 
($1 = 4.0675 reais)  
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(Reporting by Lisandra Paraguassu 
Writing by Jamie McGeever 
Editing by Raissa Kasolowsky) 
((jamie.mcgeever@thomsonreuters.com; +55 (0) 11 
97189 3169; Reuters Messaging: 

jamie.mcgeever.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Colombia 

Colombia to issue more debt to finance 

2020 budget  

11-Sep-2019  
BOGOTA, Sept 10 (Reuters) - Colombia will 

take out more debt to finance its 2020 budget, 
which is lacking 8 trillion pesos ($2.37 billion) 
in funding, Finance Minister Alberto 
Carrasquilla said on Tuesday. 

The government will now raise a total of 47.6 

trillion pesos ($14.13 billion) in debt for next 
year, including bond emissions and multilateral 
loans that were already planned.  
"The national government has the financing for 
the 271.7 trillion pesos contemplated in the 
budget proposal for 2020," Carrasquilla said in a 
statement. 

Local TES bonds will total 37.1 trillion pesos, 
while foreign bonds and multilateral loans will 
total 10.5 trillion pesos, the statement said. 
Carrasquilla had earlier on Tuesday told 
Congress that the country would take out 
some 19.2 trillion pesos ($5.7 billion) in new 
debt to finance next year's budget, without 
specifying whether the funds would come 
from bonds, loans or other sources. 

His comments left markets confused as to 
whether the country would issue additional 
bonds or seek the money elsewhere, but the 
afternoon statement included a graphic which 
showed new debt of 19.2 trillion and 28.4 trillion 
in rollover bonds.  
"The 19.2 trillion pesos correspond to the new 

debt that will be issued for the financing of the 
deficit anticipated for 2020," the afternoon 
statement said. 

The government has previously said it would 
issue local bonds worth 30.1 trillion pesos in 
2020, take out $1.6 billion in multilateral loans 

and issue $1.7 billion in foreign bonds. 
Carrasquilla said last month that the 
government would need to raise an additional 8 
trillion pesos to finance its 2020 budget 
proposal. 
The government's proposal would be a 9.16% 
increase on the budget for this year, including 

increases in operating costs, debt payments and 
the defense budget.  
 
($1 = 3,368.80 Colombian pesos) 
(Reporting by Nelson Bocanegra, Julia Symmes Cobb 
and Carlos Vargas 
Editing by Paul Simao and Sandra Maler) 
((julia.cobb@thomsonreuters.com; +57-316-389-
7187)) 
(c) Copyright Thomson Reuters 2019. 
 

 

Jamaica 

Jamaica launches US$805m tap of 

7.875% 2045 bonds at 5.80%  

11-Sep-2019  
By Paul Kilby 
NEW YORK, Sept 11 (IFR) - Jamaica launched 

an US$805m tap of 7.875% 2045 bonds on 
Wednesday, locking in a final yield of 5.80%, 
according to a source.  

The final yield comes at the tight end of 
guidance of 5.85% area (+/-5bp) and inside 

initial price thoughts of 6% area.  
The deal is part of a tender in which the 
sovereign targeted its 11.625% 2022s, 9.250% 

2025s, 7.625% 2025s and 6.750% 2028 for 
respective prices of 122.375, 129.00, 119.50 
and 118.125. 

Bank of America Merrill Lynch and Citigroup are 
acting as dealer managers on the tender as well 
as joint lead managers on the bond offering, 
which is expected to price later on Wednesday. 
 
(Reporting By Paul Kilby) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Jamaica rides refinancing wave with 

tap, bond buyback  

11-Sep-2019  
By Paul Kilby 
NEW YORK, Sept 11 (IFR) - Jamaica returned 

to the bond market on Wednesday after a 
two-year hiatus to launch an US$805m tap of 
its 7.875% 2045s as it sought to retire 
expensive debt in a low rate environment. 

A final yield of 5.80% comes at the tight of 
guidance of 5.85% area (+/-5bp) and inside 
initial price thoughts of 6% area after books 
grew to over US$3bn earlier in the day.  

"It is long dated and relatively attractive," said 

an analyst. "They are obviously taking 
advantage of the low rate environment." 
The sovereign, rated B3/B/B+, is riding a 
trend across asset classes as borrowers rush 
to lock in attractive pricing as investors hunt 
for yield amid ultra low rates across the 
globe. 

The 2045s have enjoyed a nice rally this year, 

jumping some 15 points since January to trade 
as high as 130.90 to yield 5.6% at the end of 
August, according to MarketAxess data.  
This came as growth picked up and 
unemployment fell to an all time low of 8% last 
year, with the government's fiscal consolidation 

efforts leading to reductions in the country's 

hefty debt burden.  
Jamaica's public debt is expected to fall below 
100% of GDP for the first time since fiscal 
year 2001-2001, said the IMF in April after 
the fifth review under its standby agreement.  

Even so, some observers were questioning the 
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logic in tapping a bond that was trading at such 

a high dollar price, when a new 2050 would have 

priced closer to par and hence drawn larger 
demand.  
"Most people would have preferred a 2050," said 
a trader. "At 5.80% they are coming with a 
dollar price of 127.70, which is very high and 
doesn't leave much room for the bond to trade 

(higher)," said one trader. 
He noted that accounting rules sometime 
prevent investors from buying bonds at such 
levels.  
The deal is part of a tender in which the 
sovereign targeted its 11.625% 2022s, 9.250% 

2025s, 7.625% 2025s and 6.750% 2028 for 
respective prices of 122.375, 129.00, 119.50 
and 118.125. 

Observers were skeptical that Jamaica could get 
much traction on high-coupon 2022s and 2025s, 
given that they are held by retail investors who 
like the income.  

Bank of America Merrill Lynch and Citigroup are 
acting as dealer managers on the tender as well 
as joint lead managers on the bond offering, 
which is expected to price later on Wednesday. 
 
(Reporting By Paul Kilby; Editing by David Bell) 
(( paulj.kilby@thomsonreuters.com; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexico defends budget plans as growth 

forecast comes under fire  

10-Sep-2019  
By Stefanie Eschenbacher 
MEXICO CITY, Sept 9 (Reuters) - Mexico's 

finance minister defended the 2020 budget 
proposal on Monday, insisting that his tax 
revenue and spending projections are 
credible, despite concerns that the underlying 
forecasts for growth and oil output are overly 

optimistic. 

President Andres Manuel Lopez Obrador's second 
budget since winning office last year aims to 
boost spending on welfare programs, security 
and state oil company Pemex, while also 
eschewing new taxes or fuel price hikes. 
"We have presented a realistic budget, without 
underestimating income or expenditures," 

Finance Minister Arturo Herrera told a news 
conference. "For a very long period, income was 
underestimated in a more or less systematic 
way, so that there was always surplus income at 
the end of the year." 
The administration cautiously freed up more 

funds for spending, targeting a primary fiscal 

surplus of 0.7% of gross domestic product 
(GDP). The figure was less ambitious than 
earlier targets, but feasible in the view of 
economists. 
There was less confidence in Herrera's forecast 
that Mexico could achieve growth of 1.5%-2.5% 

next year after three consecutive quarters of 

economic stagnation through June. 

"It's out of touch with reality," said Patricia 
Terrazas, a member of the opposition center-
right National Action Party (PAN) who chairs the 
finance committee in the lower house of 
Congress. "And it's not in synch with the 
indicators." 

Credit rating agencies also weighed in on what 
they described as rosy forecasts for growth and 
production from state oil company Pemex. 
Moody's deemed both estimates "relatively 
optimistic" in a brief statement on Monday, and 
suggested that Pemex may need even more 

support from the government. 
Similarly, Fitch analyst Charles Seville told 
Reuters the government's growth and oil output 

estimates "may prove over-optimistic." 
Other experts have steadily pared back their 
expectations for the economy, and did so again 
in August. The median forecast in the central 

bank's latest monthly poll of economists 
projected growth of 1.4% next year after 0.5% 
in 2019. 
Meanwhile, Mexican auto exports suffered their 
biggest annual decline in nearly 3 1/2 years in 
August. Automotive output is on track for its 
worst year in a decade. 

Lopez Obrador took office in December vowing 
to reduce chronic inequality and deliver average 
annual growth of 4%. 
Forecasts for increased oil production from the 

highly indebted Pemex also met with skepticism. 
The budget estimates Pemex's year-end 2020 
oil output at 1.95 million barrels per day 

(bpd), up from an estimate of 1.73 million bpd 
this year, even though the state-oil firm's 
crude production has fallen for 14 years 
running. 

Falling oil production and prices, as well 
declining income from taxes as Mexico's 
economy struggled to avoid recession, have 
meant lower tax revenue for the government. 
Alberto Ramos, head of Latin American research 

at Goldman Sachs in New York, said Herrera's 
plan for raising revenue without new taxes may 
also include some wishful thinking. 

"The government may be overly optimistic about 
its capacity to raise tax revenue, close 
loopholes, tackle evasion and non-compliance, 

and its capacity to further compress operational 
expenditure," he said in a client note. 
Alfonso Ramirez Cuellar, who chairs the budget 
committee in the lower house of Congress that 
will evaluate the budget blueprint, expressed a 
mostly positive view on the proposal but also 
said more work needed to be done on 

generating taxes. 
The budget must now pass the lower house of 
Congress and the Senate before a final 
approval deadline of November 15. 

But as Lopez Obrador's ruling coalition holds 
majorities in both chambers of Congress, "any 
changes are likely to be minor," said Nicholas 
Watson and Mario Marconini of consultancy 

Teneo. 
Ramirez Cuellar said his budget committee 
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would not be a rubber stamp. 

"The lower house will fully use its powers of 

revision," he said. 
 
(Reporting by Stefanie Eschenbacher; additional 
reporting by Diego Ore and Sharay Angulo and Dave 
Graham; writing by Julia Love & Anthony Esposito; 
Editing by Alistair Bell and Richard Pullin) 
( david.aliregarcia@thomsonreuters.com; +52 55 
5282 7151; Reuters Messaging: 
david.aliregarcia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Peru 

Fitch Says Slower GDP Growth Raise 

Risks to Peru's Deficit Reduction Plan  

10-Sep-2019  

Sept 10 (Reuters) - Fitch: 
• Fitch says slower GDP growth raise 

risks to Peru's deficit reduction plan 

• Fitch says Peru's fiscal policy remains 
credible, supported by a track record of 
adjustment 
• Fitch says ongoing U.S.-China trade war 

will continue to add to uncertain environment for 
copper, other Peruvian exports and risks to 
growth outlook 
• Fitch says Peru's outlook for mining 
investment especially in large midsized 

construction projects, is robust at current copper 
prices 

• Fitch says Peru's mining industry would 
not be immune from significantly weaker copper 
prices 
• Fitch says does not anticipate any 
significant progress on Peru's economic reforms 
in 2019-2020 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

 

Algeria 

Algeria looks into allowing foreign 

ownership in some sectors  

12-Sep-2019  

ALGIERS, Sept 12 (Reuters) - Algeria is looking 

into allowing majority foreign ownership in 
non-strategic sectors of its economy, the 
government said in a statement on state 
media late on Wednesday, without giving 
details.  

Algeria has prevented foreign investors from 
holding stakes of more than 49%, and large 

parts of the economy have remained under state 

control.  
A government statement announcing the draft 
2020 budget included the reform, but it must 
still go through more layers of approval 

before becoming law.  

It did not specify which sectors in the major 

energy producer are strategic, but economists 

say they could include oil and gas, electricity, 
transportation, water and telecoms.  
Algeria has been looking into economic reforms 
in recent years as lower energy prices 
undermined its fiscal position. Oil and gas 

provide 94% of export earnings and 60% of a 
budget that doles out extensive benefits to 
citizens.  
However, mass protests since early this year, 
which led to the resignation of President 
Abdelaziz Bouteflika in April, have made 
movement on economic reforms harder. 

The protests continue, though at a smaller level 
than in the spring, and the army is pushing 

demonstrators, who want a thorough purge of 
Bouteflika allies before any new election, to 
agree to a vote by the end of the year.  
 
(Reporting by Lamine Chikhi; Writing by Angus 

McDowall; Editing by Jason Neely and Mark Potter) 
((angus.mcdowall@thomsonreuters.com; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt 

Egypt plans up to $7 bln in 

international bonds in 2019-20  

09-Sep-2019  
By Yousef Saba 
CAIRO, Sept 9 (Reuters) - Egypt intends to 

issue international bonds worth $3 billion to 
$7 billion in the 2019-2020 financial year, 
Finance Minister Mohamed Maait said on 

Monday. 

Egypt is still pushing to diversify the currencies 
in which it issues bonds to ensure hedging within 
the portfolio, Maait said during an economic 
conference in Cairo. 
The country has borrowed heavily from abroad 
since a $12 billion package was agreed with the 

IMF in 2016. It faces a tough repayment 
schedule, analysts say. 
Maait said Egypt's ratio of debt to gross 
domestic product is on a downward trend and 
should drop to 77.5% by the end of June 
2022. The debt-to-GDP ratio was at 90.2% in 
the fiscal year that ended in June, he said. 

"We would love to go for yuan and yen," Maait 
told Reuters in a separate interview on the 

sidelines of the Euromoney Egypt conference. 
"We tried last year, but there are a lot of 
requirements. We couldn't get all the 
requirements done. If we can do it this year, we 
would love to see Egypt going to these 
markets." 

The ministry is also looking at issuing green 

bonds and sukuk - Islamic bonds - but is not 
committing to a specific type of bond issuance, 
Maait said. 
Issuing sukuk, green bonds, yen or yuan 
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bonds could allow Egypt to attract new types 
of investors as the three-year IMF-backed 

economic reform programme draws to a close. 

"We are targeting something between 3 (billion 
dollars) as a minimum and 7 as a maximum," he 
said. "The exact amount will depend on the 
market, the exact need and all of that." 
Last year, the ministry issued more than $6 
billion in international bonds. 

"We may do the same this year - or lower than 
that or higher than that - but within this 
boundary," Maait said, without giving more 
details. 
He said the ministry would take advice from its 
bank advisers on when to issue. 
Egyptian officials have previously announced 

their intention to issue Islamic and yen, yuan 

and green bonds, but the plans did not 
materialise. 
Green bonds may be a more viable option, he 
said, "because it doesn't need any legal 
requirement other than the normal ones we do, 

so hopefully if we can do it, we will do it." 
Maait also said some progress has been made 
on the procedures necessary to issue bonds in 
yen and yuan but did not elaborate. 
 
(Writing by Yousef Saba and Mahmoud Mourad; 
editing by Ulf Laessing, Larry King and Deepa 
Babington) 
((Yousef.Saba@thomsonreuters.com; 
+201222184730)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Foreign investment in Egypt treasuries 

hits $20 bln at end of August  

11-Sep-2019  
CAIRO, Sept 11 (Reuters) - Foreign investment 

in Egyptian treasuries reached $20 billion by 
the end of August, Finance Minister Mohamed 
Maiit said on Wednesday. 

Foreign investment in Egyptian government debt 
instruments was $19.2 billion at the end of June. 
The July figure was not immediately available. 
 
(Reporting by Momen Saeed Atallah; 
Writing by Nadine Awadalla; 
Editing by Edmund Blair) 
((Nadine.Awadalla@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kenya 

Kenya targets officials' overseas trips 

in "brutal" spending cuts  

12-Sep-2019  
• Spending cut to target non-essential 
items 
• Officials' lavish travel allowances a 
target 
• Budget deficit expected to fall 
drastically by 2022/23 
• Government accused of borrowing too 
much in a short time 

By George Obulutsa 

NAIROBI, Sept 12 (Reuters) - Kenya plans 

"brutal" cuts to spending, including on 
government officials' overseas trips, in an 
effort to rein in the fiscal deficit, its acting 
finance minister said on Thursday. 

The government in its annual budget in June set 
a target to bring the fiscal deficit down to 5.6% 
of gross domestic product for the 2019/20 

financial year (July-June), from 7.7% in 
2018/19. 
Critics have accused President Uhuru Kenyatta's 
government of ramping up borrowing at a rate 
that will saddle future generations with too much 
debt. The government has defended the 
borrowing, saying it is required to fund 

infrastructure. 
Acting Finance Minister Ukur Yatani said all 
non-core expenditure will be reviewed to 
ensure the government can make savings and 
fund its programmes without relying too much 
on debt. 

"The cuts will be brutal and sustained... because 
the success of this government will depend on 
our dignity as a country to be self-sufficient," he 

told a public meeting to plan the budget for the 
next fiscal year. 
Yatani's predecessor, Henry Rotich, was 
criticised for increasing spending in June and 
unveiling additional tax measures on already 
squeezed taxpayers. 
As well as runaway spending, Kenyatta's 

government has been criticised for failing to 
stamp out widespread corruption as hundreds of 
billions of shillings in government funds are lost 
every year.  
Rotich was removed as finance minister after he 
and other senior officials were charged over the 

misuse of funds for the construction of two 
dams. He has denied the charges and was freed 
on bail.  
The government plans to cut the budget 
deficit to 3.5% of GDP by the 2022/23 fiscal 
year, Yatani said. 
Julius Muia, the finance ministry's principal 
secretary, told the same meeting that the 
budget deficit was expected to fall to 4.8% of 
GDP in 2020/21. 

Muia also said the Treasury now expects Kenya's 
economy to expand by 6.0% this calendar year, 
rather than the 6.3% growth it forecast in June 
and slowing from 6.3% growth in 2018. 
"In the face of the slowdown in global growth, 
our government has adopted an all-inclusive 
fiscal consolidation policy package, 

encompassing fiscal, monetary and financial 
policies," Yatani said. 
Yatani singled out overseas trips by state 
officials - which often involve lavish travel 
allowances - and advertising by government 
departments - as examples of wasteful 

spending. 

The use of state vehicles and the size of 
government delegations for foreign meetings will 
also be limited to help the state make savings, 
Yatani said.  
On capital expenditure, the government plans to 
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only fund existing public projects and not start 

new ones, the minister said. 

"In particular, emphasis should be on projects 
nearing completion to ensure citizens benefit 
from such public investments," he said. 
Muia, the principal secretary, said the Treasury 
expects the current account will fall to 4.5% of 
GDP from 5% in 2018. 

He attributed the benign current account outlook 
to strong remittances - or cash sent home by 
Kenyans abroad - earnings from tourism and 
horticulture exports as well as slower growth in 
imports. 
"Our economy is fairly strong and resilient," 

Muia said.  
 
(Writing by Duncan Miriri;  
Editing by Susan Fenton) 
((duncan.miriri@thomsonreuters.com; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malawi 

Malawi's economy to grow 5% in 2019, 

7% in 2020  

09-Sep-2019  
BLANTYRE, Sept 9 (Reuters) - Malawi expects 

its gross domestic product to expand by 5% in 

2019 and by 7% in 2020 as the return of 
rainfall after severe drought boosts 
agricultural production, Finance Minister 
Joseph Mwanamvekha said on Monday in an 
annual budget speech. 

The small southern African nation's economy is 
largely reliant on sales of tobacco, tea and 
sugarcane, and has seen growth slow in recent 
years due to an El Nino-induced drought, 

electricity shortages and political uncertainty. 
Malawi's economy grew 4% in 2018 and it had 
to activate a three-year $112 million loan facility 
from the International Monetary Fund to shore 
up its finances as drought and slowing foreign 
donor funding over government corruption 

began to bite. 

Mwanamvekha, appointed in May by President 
Peter Mutharika after he narrowly retained 
power, said the government was battling to curb 
the budget deficit and a rising government debt 
stock, which he said stood at 62% of GDP in 
December 2018.  
The minister said Malawi was on track to 
remain within the terms of the IMF's Extended 
Credit Facility (ECF) programme. An IMF 
mission team arriving on September 10 for 
the second and third review will unlock the 
remainder of about $56 million of the loan, he 
added.  

"External borrowing will be contracted with 

careful consideration to ensure realisation of 
value for money," Mwanamvekha said. 

 
(Reporting by Frank Phiri 
Writing by Mfuneko Toyana 
Editing by Chris Reese and Gareth Jones) 

((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mozambique 

Mozambique gets green light for 

Eurobond debt swap plan  

09-Sep-2019  
By Karin Strohecker 
LONDON, Sept 9 (Reuters) - Creditors holding 

99.5% of Mozambique's Eurobond support its 
debt restructuring proposal, the country's 
government said in a statement on Monday, 
paving the way for an overhaul of part of its 
heavy debt burden.  

Mozambique said in May it had agreed a 
restructuring deal "in principle" with the majority 
of holders of the $727 million notes maturing in 
2023 after a hidden debt scandal in 2016 
prompted the International Monetary Fund and 
foreign donors to cut off support, triggering a 
currency collapse and a default on the country's 

sovereign debt. 
One of the world's poorest countries, 
Mozambique is also trying to restructure other 
chunks of its debt, which has seen its debt-to-
GDP ratio hit 113%, IMF data shows.  
For the Eurobond overhaul, it needed the 

consent of at least 75% to push through its 
planned restructuring and in a statement on 
Monday the government said it expected 
settlement to "occur on or around 30 September 
2019." 
The restructuring will see the issuance of $900 
million of new bonds maturing in 2031. 

The amortising bond comes with an interest rate 
of 5% up to September 2023 and thereafter 9% 
until maturity. The proposal also includes up to 
$40 million in cash payments. 
Despite objections by creditors that they had to 
undergo a second restructuring in around three 
years, the debt swap plan was seen by many as 

investor friendly. 

The bonds, which had tumbled to little more 
than 50 cents in the dollar in 2016, last traded 
at 101.5 cents, according to Refinitiv data. 
However, that pricing takes into account accrued 
interest, which amounted to around 39 points, 

according to analysts.  
The defaulted bond is tightly held and many of 
the current investors are specialised in 
distressed assets and would have picked up the 
bonds when its price tumbled to low points.  
The biggest group of creditors in the instrument 
is the Global Group of Mozambique Bondholders 

(GGMB), representing holdings of around 68% of 
the issue, which includes funds managed or 

advised by Farallon Capital Europe LLP, Greylock 
Capital Management, LLC, Mangart Capital 
Advisors S.A. and Pharo Management LLC.  
Mozambique's debt restructuring has been 
complicated by a number of legal proceedings 

in the country itself and abroad. Some 
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investors expected that presidential, 
parliamentary and provincial elections 

scheduled for Oct. 15 could raise more issues. 

The document seeking investor consent 
published late-August spelled out that the 
government had not yet obtained all 
administrative approvals to issue the new bonds, 
and said this could result in delays. 
On Monday, government restructuring and legal 

advisers did not respond to requests for 
confirmation of whether those approvals had 
now been granted. A source close to the 
transaction said it was Mozambique's 
responsibility to tick all those boxes, yet added 
that they did not anticipate a delay.  
 
(Reporting by Karin Strohecker 
Editing by Alexander Smith and Sandra Maler) 
((karin.strohecker@thomsonreuters.com; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Nigeria 

Nigeria's government proposes 10.07 

trillion naira budget for 2020-  

11-Sep-2019  
ABUJA, Sept 11 (Reuters) - Nigeria's 

government has proposed a budget of 10.07 
trillion naira ($32.93 billion) for 2020, the 
finance minister said on Wednesday. 

Zainab Ahmed was briefing journalists after the 
first cabinet meeting since ministers were sworn 
in last month. The proposal, up from the 2019 
budget of 8.9 trillion naira, will need to be 
approved by parliament before being sent to the 
president to be signed into law.  
 
($1 = 305.8000 naira) 
(Reporting by Felix Onuah;  
Writing by Alexis Akwagyiram 
Editing by Chris Reese) 
((alexis.akwagyiram@thomsonreuters.com; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

South Africa's investment-grade rating 

depends on pace of reform - Moody's  

10-Sep-2019  
• Downgrade from Baa3 to sub-
investment unlikely in near-term 
• Clarity on Eskom turnaround needed - 
Moody's 
• Economic growth remains fragile  

By Mfuneko Toyana 
JOHANNESBURG, Sept 10 (Reuters) - South 

Africa is unlikely to suffer a credit downgrade 
to junk in the short term, but the slow pace of 
reform illustrated by a logjam over ailing 

state power firm Eskom poses a serious risk, 
ratings firm Moody's said on Tuesday. 

Moody's is the last of the top three ratings firms 

to still rank Pretoria's debt at investment grade - 
Baa3 with a stable outlook - and has not made a 
widely expected downgrade.  
Fitch and S&P Global Ratings already have the 
country's sovereign debt on junk status, and 
losing the last investment grade rating could 
trigger a selloff of billions of rands of bonds, 

pushing up already soaring government 
borrowing costs. 

All three ratings agencies have cited Eskom as 
the most significant threat to economic growth 
and the government's ability to check ballooning 
debt. 
On Tuesday, Moody's lead analyst for South 
Africa, Lucie Villa, said lack of clarity and 

progress on reforming Eskom, including splitting 
it into three entities, was concerning. 
"At the moment the issue that most illustrates 
that (policy uncertainty) is Eskom and what is 
the strategic plan to turn around the company," 
Villa told a press briefing in. 
In February, President Cyril Ramaphosa 

announced plans to split Eskom into three units 
- generation, transmission and distribution - to 
increase efficiency and manage costs.  
Since then progress has been slow, with the 
utility losing its tenth chief executive in as many 
years and Ramaphosa's plan facing loud 

opposition from powerful trade union federation 

Cosatu. 
In August a strategy paper published by National 
Treasury that raised the idea of selling Eskom's 
coal-fired power plants was also rejected by 
Cosatu and some factions inside the ruling 
African National Congress. 

The government said last month it would soon 
publish a paper on plans for the separation and 
how to wean Eskom off bailouts that threaten to 
push public debt beyond the 60% debt-to-gdp 
ratio seen as a red line by credit agencies. 
"For us the key is to understand what is the 
official plan that all key stakeholders agree to. 

That everybody is on the same page with. If that 
were the case we would have something credible 

and visibility about the long term strategy." 
MOUNTING BAILOUT 
The Treasury has already earmarked 26 billion 
rand ($1.7 billion) to Eskom in the financial year 

which ends in March 2020 as part of special 
legislation to inject 59 billion rand over two 
years. That is on top of a 23 billion rand a year 
bailout for the next three years. 
Eskom has, however, warned the money may 
not be enough to meet operating costs and 
climbing debt-servicing payments. The firm also 

warned last week it could not rule out another 
round of power outages. 
Moody's said while it had trimmed its economic 

growth forecast for 2019 to 0.7% from 1%, its 
stable outlook on debt meant that a downgrade 
to sub-investment was unlikely in the near term.  
"At the political level, as things stand in terms of 

policy orientation, we still see a very reform-
oriented executive which is why we still believe 
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there is still some prospects of a pick-up in 

growth," Villa said. 

"From a credit perspective the main downside 
risks are actually to the longer-term perspective, 
so more from about 2020 to 2021 and beyond. 
And here we maintain our expectation of growth 
of 1.5%". 
Africa’s most developed economy recorded 

better than expected growth of 3.1% in the 
second quarter following a deep first quarter 
contraction, but analysts fear maintaining 
growth at that level is unlikely. 
On Tuesday data from the national statistics 
agency showed manufacturing output fell 1.1% 

year-on-year in July after a 3.6% contraction in 
June, underlining the fragile state of the 
economy. 

 
(Additional reporting by Nqobile Dludla;  
Editing by Catherine Evans and Andrew Cawthorne) 
(( nqobile.dludla@thomsonreuters.com ; 
+27115952816; Reuters Messaging: 
nqobile.dludla.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

South Africa likely to miss 1.5% 

growth target  

13-Sep-2019  
JOHANNESBURG, Sept 13 (Reuters) - South 

Africa's economic growth is unlikely to reach 
the treasury's target of 1.5% in 2019 because 

conditions have changed and the country is 
facing increasing headwinds, Finance Minister 
Tito Mboweni said on Friday.  

This week ratings agency Moody's, the last of 
the top three credit firms to rate South Africa’s 
debt at investment level, said it had lowered its 
growth forecast to 0.7% from 1%.  
The central bank sees gross domestic product at 

0.6% this year. 
Both have cited slow economic reforms as the 
key drag on economic activity, and massive 
bailouts to state-owned companies, including 59 
billion rand ($4.05 billion) to power firm Eskom. 
This has limited the government's scope for 
stimulus and raised debt while the resultant 
uncertainty has kept investment subdued.  

"The assumptions underlying the forecasts have 
clearly changed ... the actual deficit now is 
probably much higher," Mboweni told a banking 
conference in Johannesburg.  
He said that increasing calls for the treasury to 
bail out state firms was putting pressure on 
growth and spending.  

"We must re-focus our economy on agriculture 
…but we also have to continue to support 
Eskom, because without electricity there is no 
growth," Mboweni said.  
A Reuters poll of economists this week forecast 
South African economic growth at 0.7% this 

year, up from 0.6% in the previous forecast. 
Second quarter growth bounced back 3.1% after 
a revised contraction of 3.1% in the first 
quarter.  
 
($1 = 14.5521 rand) 

(Reporting by Mfuneko Toyana; editing by Andrew 
Heavens and Jason Neely) 
(nqobile.dludla@thomsonreuters.com; 
+27115952816; Reuters Messaging: 
nqobile.dludla.thomsonreuters.com@reuters.net)) 

(c) Copyright Thomson Reuters 2019 
 
 

Zambia 

Zambia central bank opposes bid to 

remove oversight of public debt  

11-Sep-2019  
LUSAKA, Sept 11 (Reuters) - Zambia's central 

bank said on Wednesday it opposed 
government moves to remove lawmakers' 
oversight over acquiring more public debt. 

The government proposed constitutional 
changes in August to remove lawmakers' right to 

approve new government loans and the 
ratification of international treaties - triggering 
an outcry from rights and opposition groups. 
The government has said the changes are 
needed to get loans and treaties through when 
parliament is in recess. Opposition politicians 

have accused President Edgar Lungu of trying to 
crack down on dissent - a charge dismissed by 
the government. 
The proposed changes come as the 
government has increased public debt - 
drawing warnings from the International 
Monetary Fund. 

"It is our considered view that National 
Assembly oversight is critical over these 

important public functions in a democratic 
dispensation like ours," the Bank of Zambia said 
in a written submission to parliament released 
on Wednesday. 
A parliamentary committee is receiving 
submissions on the proposed constitutional 

amendments before presenting a report to the 
full assembly for debate. 
The government requires a two-thirds majority 
in parliament to pass the amendments. No date 
has been set for a vote. 
The Law Association of Zambia has also taken 

the matter to the constitutional court seeking to 

have the draft law withdrawn. 
 
(Reporting by Chris Mfula; Editing by Andrew Heavens) 
((chris.mfula@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

EMERGING MARKET 
 

Fitch Ratings: APAC Sovereigns Mostly 

Stable in the Face of Rising Growth 

Risk  

10-Sep-2019  
Fitch Ratings-Hong Kong/London-September 09: 
The balance of risks for APAC sovereign credit 
profiles has shifted towards weaker global 
growth and away from global financial 

conditions, Fitch Ratings says. Nineteen of our 
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20 sovereign ratings in the region are on Stable 

or Positive Outlooks, reflecting the cushion 

provided by strong fiscal and external buffers 
and shock-absorbers from flexible policy 
frameworks. The only Negative Outlook in the 
region is on Hong Kong's 'AA' rating following 
our recent rating action, which highlights the 
relevance of geopolitical risk for some APAC 

sovereigns. 
Disruptions from the sharp escalation in the US-
China trade dispute are darkening the global 
economic outlook, causing us to revise our 
global economic outlook (GEO) forecasts as 
described in our published update. As well as 

downward revisions to our Eurozone and US GDP 
forecasts, we now expect Chinese growth to 
slow to 6.1% in 2019 and 5.7% in 2020, down 

from 6.2% and 6.0% in the June 2019 GEO. 
Policy responses are under way. Low inflation 
and the Federal Reserve's shift to a more 
accommodative monetary stance have seen 

numerous central banks in the region cut 
interest rates. India's Reserve Bank of India 
(RBI) was the first to do so in February, and it 
has cut interest rates four times, by a 
cumulative 110 Bp. Countries with near-term 
fiscal space, such as Korea, have announced 
expansionary budgets. 
The direction of sovereign ratings will partly 
reflect the ability to enact growth-supporting 
policies while avoiding significant 
deterioration in fiscal or external positions or 

increases in macro-economic stability. For 
example, we believe the Chinese authorities will 
stop short of the type of credit-led stimulus 
policies that could exacerbate medium-term 

financial and economic imbalances, but this 
remains a downside risk to the rating in 2019-
2020. India's 2019-2020 budget, announced in 
July, avoided fiscal loosening, but did not signal 
fiscal consolidation in the coming years. 
Sovereign-specific factors can affect the 
capacity to respond to weaker growth and our 

corresponding credit outlook. For example, our 

revision of the Outlook on Thailand to Positive in 
July reflects our view that lingering political risks 
are unlikely to derail sound macroeconomic 

management. An improving record of economic 
management was also a factor in our revision of 
the Outlook on Vietnam to Positive in May. 

In contrast, persistent unrest in Hong Kong, 
which we downgraded to 'AA'/Negative this 
month, has damaged international perceptions 
of governance and called into question the 
stability and dynamism of its business 
environment. Other geopolitical hotspots we are 
monitoring include frictions between Korea and 

Japan, tensions in cross-strait ties between 
mainland China and Taiwan, and territorial 
disputes between India and Pakistan. 
Volatility in capital flows as markets adjust their 

global interest-rate expectations remains a risk. 
This could maintain pressure on APAC's frontier 
markets, although to varying degrees their 

credit profiles have stabilised with the IMF 
programme in Pakistan, easing of security 
concerns in Sri Lanka, and strong fiscal 

performance in Mongolia. 

 
For more detail on our key credit views and forecasts 
on all 20 Fitch-rated APAC sovereigns, see "APAC 
Sovereign Credit Overview 3Q19", published today and 
available at www.fitchratings.com, or by clicking on 
the link above. 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Yee Man 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. 
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