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ASIA 
 

Bangladesh 

Fitch Affirms Bangladesh at 'BB-'; 

Outlook Stable  

06-Dec-2018  
Fitch Ratings-Hong Kong-December 06: Fitch 
Ratings has affirmed Bangladesh's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'BB-' with a Stable Outlook. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
Bangladesh's ratings balance a strong GDP 
growth track record and outlook, solid 
foreign-exchange reserve buffers and low 
general government debt, against weak 
structural indicators, significant political risk, 
remarkably low fiscal revenues and weak 
banking-sector health. 

Bangladesh's GDP growth outlook continues to 

be one of the strongest among Fitch-rated 
sovereigns. Fitch forecasts real GDP growth will 
remain high at 7.4% in the financial year ending 

30 June 2019 (FY19) and 7.0% in FY20, 
underpinned by solid domestic demand, 
although decelerating from 7.9% in FY18. 

Average growth of 7.0% in the five years 
through FY19 is well above the 'BB' category 
median of 4.2%. Economic activity also proved 

resilient to a number of severe shocks, including 
political crises and natural disasters. 
General elections scheduled for 30 December 

2018 are causing some uncertainty in the short 
run against the background of a highly polarised 
political scene. The main opposition party is 
likely to contest, after having boycotted the last 
elections in January 2014 which were marked by 
widespread violence and blockades that lasted 
for months. Election-related violence has been 

limited so far, but renewed social unrest cannot 
be ruled out, with the risk of foreign investors 
and buyers of ready-made garments being 
deterred from doing business in Bangladesh. 

Security risks also remain elevated, although 
security conditions have improved significantly 

in the past two years. 
Fitch forecasts a current account deficit of 
around 3% of GDP in the next few years, kept in 
check by high remittances and ready-made 
garment exports. Remittance inflows amounted 
to USD15.5 billion in the 12 months through 
October 2018 (USD2.5 billion more than a year 

earlier). Bangladeshi ready-made garment 
exports, accounting for 83% of total exports, 
earned the country USD31.6 billion in the 12 
months through September 2018 (USD3.0 billion 
more than a year earlier). Trade tensions 

between the US and China are an opportunity as 
well as a risk, as Bangladesh could benefit from 

trade diversion from China. 
Fitch expects foreign-exchange reserves, 
amounting to USD32.1 billion in October 2018, 
to remain relatively strong (5.7 months of 
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current external payments in 2019, compared 
with a 'BB' category median of 4.4 months). 
These buffers could decline, however, if 

Bangladesh Bank decides to intervene more 
aggressively to support the exchange rate in 
case of further widening of the current account 
deficit. 
The banking sector continues to exhibit 
generally weak financial health metrics and 

governance standards, particularly in public-
sector banks. The non-performing loan ratio for 
the sector was high at 10.4% at end-June 2018, 
and as much as 28.2% for state-owned banks. 
The capital-adequacy ratio for the sector as a 
whole was low at 10.0%, while 10 banks 

combined - mostly state-owned 
• displayed a capital shortfall of BDT250 

billion (1.1% of GDP), according to Bangladesh 
Bank. The risk that the sovereign will need to 
provide considerable additional support to the 
banks is mitigated, however, by the relatively 
small size of the sector, as illustrated by private 

credit equal to 38% of GDP. 
Fitch expects Bangladesh's general government 
debt to remain broadly stable in the next few 
years, around the relatively low level of 33.2% 
of GDP in FY18, if recapitalisation of banks and 
state-owned enterprises is not significantly 
increased. However, the government's revenue 

intake of 10% of GDP is the second-lowest of all 
sovereigns rated by Fitch after Nigeria, implying 
limited fiscal space to boost badly needed 

infrastructure development. Implementation of a 
new VAT law, which has been postponed for 
several years, might occur after the elections, 

with the potential to boost revenue. A large part 
of the fiscal deficit is financed expensively 
through national saving certificates that carry 
double-digit interest rates and distort the 
functioning of the banking sector. 
Bangladesh scores poorly on a broad range of 
structural indicators, including the World Bank's 

governance indicator (22nd percentile versus the 
'BB' median of 44th percentile). It also ranks 
lowest in the 'BB' category for the Ease of Doing 
Business index (176th out of 190 countries). 

GDP per capita of USD1,730 is well below the 
'BB' peer category median of USD6,600, 
although major improvements have taken place 

over the past decade on a number of social and 
health metrics. A large infrastructure deficit 
continues to hamper investment, although the 
government has been making progress on some 
large projects. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Bangladesh a 
score equivalent to a rating of 'BB' on the 
Long-Term Foreign-Currency (LT FC) IDR 
scale. 

Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 

• Structural features: -1 notch, to reflect 
political risk arising from a polarised political 
environment and domestic security concerns, as 

well as weak banking-sector health and 

governance. 

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

framework designed to allow for adjustment to 
the SRM output to assign the final rating, 
reflecting factors within our criteria that are not 
fully quantifiable and/or not fully reflected in the 
SRM. 
RATING SENSITIVITIES 

The main factors that individually, or 
collectively, could trigger positive rating action 
are: 

• A reduction in political risk 
• An improvement in governance, which 
would strengthen the business climate and could 
improve banking-sector health 

The main factors that individually, or 
collectively, could trigger negative rating action 
are: 
• Further widening of the current account 
deficit in combination with a drop in foreign-
exchange reserves 
• Substantial slowdown in GDP growth, for 

example, related to materialising political risk or 
a deterioration in the security situation 
• A significant rise in the government 
debt-to-GDP ratio 

KEY ASSUMPTIONS 
• The global economy performs broadly in 

line with Fitch's latest Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'BB-'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'BB-'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 

Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'BB-' 
 
Media Relations: 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. 
Additional information is available on 
www.fitchratings.com 
 
 

China 

Moody's says outlook for China local 

governments negative due to high SOE 

debts  

03-Dec-2018  
BEIJING, Dec 3 (Reuters) - Moody's Investors 

Service said on Monday its outlook for China's 
regional and local governments is negative 
due to high debt levels of local state-owned 
enterprises (SOEs), which have been tasked 
to seek new capital for infrastructure 
projects.  

The liabilities of local SOEs - including local 
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government financing vehicles - rose to 60 

trillion yuan ($8.67 trillion) as of end-October, 

Moody's said. 
That is more than triple the total direct debt of 
regional and local governments (RLGs) and 
equivalent to almost three-quarters of China's 
2017 gross domestic product, it added. 
"The liabilities of local SOEs will continue to 

grow, as the RLGs' infrastructure spending 
needs outweigh their limited capacity to borrow 
funds directly," Amanda Du, senior analyst at 
Moody's, wrote in a report.  
Beijing has pledged to expand investment in 
infrastructure such as railways, highways and 

airports to help shore up growth in the world's 
second-largest economy. 
That places pressure on local governments to 

secure the funding that they need to launch 
infrastructure projects.  
Local government finances are already facing 
challenges this year as budgetary revenue slows 

due to a nationwide cut in taxes and fees and 
volatility in land sales, a major source of 
revenue.  
Local governments have almost exhausted 
their annual quotas for new debt issuance 
after ramping up bond sales in the third 
quarter. As a result, they are leaning on local 
SOEs to fund their infrastructure spending.  

But their propensity to use local SOEs to fund 

their infrastructure spending generates 
contingent liabilities, with weaker SOEs posing 

larger potential liabilities for the RLGs, Moody's 
said.  
China says it will establish a system enabling 
financial institutions to take action against SOEs 
when their debt-asset ratios exceed warning 

levels, which range from 60 to 70 percent 
depending on the sector.  
 
($1 = 6.9221 Chinese yuan renminbi) 
(Reporting by Ryan Woo; Editing by Kim Coghill) 
(( Ryan.Woo@thomsonreuters.com ; +86-10-6627-
1214; Reuters Messaging: 
ryan.woo.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Fitch Affirms China at 'A+'; Outlook 

Stable  

05-Dec-2018  
Fitch Ratings-Hong Kong-December 04: Fitch 

Ratings has affirmed China's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 

at 'A+' with a Stable Outlook. 

KEY RATING DRIVERS 
The affirmation of the ratings and Outlook 
reflects the following key rating drivers: 
China's ratings are supported by the country's 
robust external finances, strong 
macroeconomic performance, and size as the 

world's second-largest economy. Slowing 

growth in recent quarters has triggered a 

recalibration of economic policy settings in 
favour of more supportive growth measures, 
away from the government's prior singular focus 
on deleveraging. Fitch believes the authorities 

will stop short of the type of credit-led stimulus 

policies that could significantly exacerbate 

medium-term financial risks and economic 
imbalances, but this remains a downside risk to 
the sovereign rating over 2019-2020. 
Fitch forecasts growth to decelerate to 6.1% in 
2019 and 2020, from 6.6% in 2018. External 
pressures are likely to ease temporarily following 

an agreement reached between the US and 
China at the G20 summit, resulting in a 
postponement in further US tariff increases. 
Nevertheless, Fitch believes the potential 
remains considerable for US-China trade 
tensions to escalate again next year, given an 

apparent wide gap in negotiating positions. 
Meanwhile, domestic demand is softening, with 
retail sales growth falling to 8.6% yoy in October 

2018, from 10% in early 2018. While recent 
policy support measures appear to have 
forestalled further declines in infrastructure 
investment, Fitch believes the property market 

is set for a modest correction in 2019, following 
a three-year upcycle. 
Additionally, we expect sluggish export 
performance next year, even if US-China trade 
tensions do not escalate beyond our new 
baseline scenario of an increase in the current 
10% tariff rate on USD200 billion of US imports 

to 25% in early 2019. In particular, we expect 
the positive impact on exports of tariff front-
running to fade, as foreign firms sell down newly 
acquired inventory. Taken together, this adds up 

to a more challenging macro environment over 
2019-2020, even though we expect China's 

growth to remain well above that of 'A' rated 
peers. 
The degree and breadth of the authorities' 
intended easing measures remains uncertain. 
Thus far, the policy response has relied heavily 
on fiscal easing, including CNY1.3 trillion (1.5% 
of GDP) in corporate and individual income tax 

cuts. Fitch believes the current policy mix of 

on-balance sheet fiscal measures remains 
consistent with China's 'A+/Stable' rating, 
and would continue to be so even if the 
authorities pursue a further round of tax cuts 
in 2019, as widely expected. This is based on 
our judgement that general government debt, 
presently at 48% of GDP, will remain in line 
with the current median for 'A' rated peers 

over the coming 12-18 months. However, 

resurgence in off-budget quasi-fiscal activity 
could lead to a reassessment of our rating view, 
as it would heighten contingent liability risks and 
exacerbate the prevalence of implicit guarantees 
associated with the debt burden of local 
government investment vehicles and state-
owned enterprises. 

The monetary policy response has consisted of 
multiple cuts to banks' reserve requirement 
ratios, increased liquidity offerings, some easing 

of macro-prudential regulations, as well as 
numerous directives to boost private-sector 
financing. Interbank rates have consequently 
fallen. Nevertheless, credit conditions remain 

relatively tight, as underscored by a 
deceleration of headline aggregate financing 
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to 10.2% yoy growth at end-October 2018, 

from 12.7% at end-January 2018. Fitch's 

adjusted series, which captures a broader 

spectrum of municipal bond financing than the 
official series, also shows a similar deceleration - 
albeit from a higher base. 
Shadow-banking activity has weakened over 
2018, which suggests that the deleveraging 

campaign has not yet been abandoned. Fitch's 
expects further easing measures to be 
implemented, but we view an outright cut to 
benchmark lending rates as unlikely, as it would 
run counter to the authorities' desire to avoid an 
overt policy signal of monetary easing. Our prior 
analysis also suggests that banks' capital 

constraints are likely to impede a significant re-
acceleration in credit growth, absent more 

material changes to prudential regulations. 
External finances are robust in absolute terms 
and relative to 'A' rated peers, but will likely face 
additional pressure in 2019. The current-account 
surplus has narrowed rapidly and there is 

potential for higher capital outflows stemming 
from volatile market sentiment and further 
monetary policy divergence with the US. Fitch 
estimates net capital outflows rose to USD19 
billion in 3Q18, still well below levels during prior 
episodes of outflow stress in 2014-2016, but a 

reversal from net quarterly inflows averaging 
USD40 billion in 1Q18 and 2Q18. This 
contributed to a USD87 billion decline in foreign 
reserves since end-2017, to USD3.05 trillion at 

end-October 2018. We forecast the current-
account balance will narrow to 0% of GDP in 
2019, in line with China's ongoing structural 

rebalancing towards consumption, and following 
a sharp decline in 9M18. Over the medium term, 
this will increase the economy's reliance on 
foreign-capital inflows, and make it more 
susceptible to shifts in investor sentiment. 
Fitch believes the authorities will initially 
respond to the prospect of less predictable 

balance of payments conditions by guiding down 
outward direct investment and permitting more 
volatility in the Chinese yuan, as has been seen 
throughout 2018. The yuan has depreciated by 

about 9.8% against the US dollar since early 
February 2018, and 6.2% year-to-date. Against 

these uncertainties, and our expectations for 
further policy easing, Fitch expects the 
authorities to continue favouring currency 
flexibility over significant foreign reserve 
intervention, as reflected in our forecast for the 
yuan to fall to 7.3 against the US dollar by end-
2019. This would largely preserve China's 

sizeable foreign reserve buffers, which at a 
projected 11.5x current external payments by 
end-2019, should remain well in excess of 
that of 'A' and 'AA' category peers. 

China's level of income and development remain 
low compared with peers', even after 40 years of 

rapid growth since market-oriented reforms 
began in 1978. Average per capita income is 

around USD9,387 at market exchange rates, or 
USD15,470 at purchasing-power parity, well 
below the 'A' medians of USD22,451 and 
USD30,920, respectively. Standards of 

governance also lag 'A' category peers based on 

standard international surveys including the 

World Bank's Governance Indicators. These 
fundamental credit weaknesses weigh on the 
ratings. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns China a score 

equivalent to a rating of 'A+' on the Long-
Term Foreign-Currency IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 
• External Finances: +1 notch, to reflect 
strengths in China's external finances not 

captured in the SRM, such as its net external 

creditor status and the size of its foreign reserve 
holdings. 
• Structural Features: -1 notch, to reflect 
weaknesses in the banking sector for which the 
average Viability Rating is two categories below 

the sovereign rating, posing a contingent liability 
risk for the sovereign balance sheet. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a Long-Term Foreign-

Currency IDR. Fitch's QO is a forward-looking 
qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 

rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 

The main factors that could lead to positive 
action, individually or collectively, are: 
• An orderly resolution of the economy-
wide debt problem and a reduction in financial 
imbalances without a material negative impact 
on growth. 

• A high degree of confidence that the 
economy's pervasive contingent liabilities are 
unlikely to pose a risk to the sovereign balance 
sheet, for example through tangible evidence 

that implicit government support for state-linked 
companies will no longer be forthcoming. 
• Widespread adoption of the Chinese 

yuan as a reserve currency. 
The main factors that could lead to negative 
rating action, individually or collectively, are: 
• Policy settings that lead to a further 
build-up of financial imbalances and 
vulnerabilities. 
• An adverse macro shock that weakens 

medium-term growth prospects or public 
finances. 
• Sustained capital outflows sufficient to 
erode China's external balance sheet strengths. 
KEY ASSUMPTIONS 

The global economy performs broadly in line 

with Fitch's latest Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'A+'; Outlook Stable 
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Long-Term Local-Currency IDR affirmed at 'A+'; 

Outlook Stable 

Short-Term Foreign-Currency IDR affirmed at 
'F1+' 
Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling affirmed at 'A+' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'A+' 

Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'A+' 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Offshore investors reduce China govt 

bond holdings in November  

05-Dec-2018  
SHANGHAI, Dec 5 (Reuters) - Offshore 

investors reduced their holdings of Chinese 
government bonds in November, data from 
the China Central Depository and Clearing, the 

country's primary clearing house, showed on 
Wednesday. 

Offshore investors reduced their holdings of 
Chinese government bonds by 18.6 billion yuan 
($2.71 billion), according to Reuters calculations 
based on the data. It was the first decrease in 
offshore holdings of such bonds since February 
2017. 

 
($1 = 6.8624 Chinese yuan)  
(Reporting by Andrew Galbraith 
Editing by Jacqueline Wong) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2018.  
 
 

China should tolerate bigger budget 

deficit in 2019 to boost economy   

07-Dec-2018  
BEIJING, Dec 7 (Reuters) - The Chinese 

government should slow its deleveraging 
drive and tolerate a bigger budget deficit next 
year to support the economy as downward 
pressure sharply increases, a state-controlled 
newspaper said on Friday.  

As an effort to steady rising debt levels after 

years of credit-fuelled investment, China cut its 
annual budget deficit target this year - a first 
since 2012 - to 2.6 percent of gross domestic 
production (GDP) from 3 percent in 2017.  
But slowing growth momentum stemming from 
structural changes in the economy and trade 

uncertainties call for a more "positive" fiscal 
policy in 2019 to ramp up infrastructure 

investment, China Securities Journal said in a 
front-page editorial on Friday. 
"In order to maintain a certain economic growth 
rate, infrastructure construction needs to 
rebound significantly," the paper said.  

"And as infrastructure projects are mainly 

funded by the government, the recovery in 

infrastructure investment needs an increase in 

fiscal deficit as support," it said, adding that 
allowing a bigger deficit would also offset the 
impact of a drop in fiscal revenues due to 
planned tax cuts. 
To spur the economy and lighten the burdens of 
companies, China's cuts in taxes and fees would 

exceed 1.1 trillion yuan ($160 billion) this year, 
beating government forecasts, Finance Minister 
Liu Kun told Reuters in an interview earlier this 
year. 
The newspaper suggested that China should 
not be too concerned about maintaining the 
deficit target within 3 percent of GDP.  

Central bank research head Xu Zhong had said 

earlier this year China should rely more on fiscal 

policy to support the economy, adding that the 
government should use fiscal funds to replenish 
the capital of state-owned financial institutions 
and ease the strain in financial market 
deleveraging. 

The central bank has been injecting liquidity in 
various ways and is pressing banks to keep 
lending to cash-starved companies, but lenders 
have been cautious, fearing a fresh spike in bad 
loans. 
The newspaper also brushed off worries about 
potential debt risks from a bigger budget 
deficit, stressing efforts to bring "hidden" 

local government debts back onto the books 
would be conducive to managing the risks.  

Chinese authorities have reiterated confidence in 
meeting their GDP growth target of around 6.5 
percent this year, but the world's second-largest 
economy has shown further signs of strain. 
Some economists believe growth could cool to 
as low as 6 percent in 2019, which would be the 

weakest expansion for China since 1990.  
Investment growth has remained weak in recent 
months even after local governments were told 
to expedite issuance of special bonds used to 
fund infrastructure projects, likely still feeling 
the impact of this year's debt crackdown that 
has reduced local governments' financing risk 

appetite and hit sectors from real estate to 
finance. 

That has also been compounded by a sharp 
escalation in China's trade dispute with the 
United States this year, hurting investor 
confidence and dealing a blow to exporters 

affected by U.S. tariffs on hundreds of billions of 
Chinese goods. 
 
($1 = 6.8727 Chinese yuan renminbi) 
(Reporting by Yawen Chen and Ryan Woo; Editing by 
Kim Coghill) 
(( yawen.chen@thomsonreuters.com ; +86 10 6627 
1207; Reuters Messaging: 
yawen.chen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India Bond Sale May Not See 

mailto:Publicdebtnet.dt@tesoro.it
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Aggressive Bids Ahead Of OPEC 

Decision   

07-Dec-2018  
By Dharam Dhutia and Neha Dubey 
NewsRise 
MUMBAI (Dec 07) -- India’s weekly bond 

auction likely to be well bid by short term 
traders and investors like state-run banks, but 
aggressive bidding ruled out ahead of much-
anticipated OPEC decision on crude oil 

production cut for 2019, traders say. New 
Delhi selling four bonds worth INR120 billion, 
including INR40 billion of benchmark note; other 
papers include those maturing in 2027, 2034 

and 2055. “Since traders and foreign banks are 
already heavy, they are likely to bid at prices 
slightly below market levels as OPEC decision is 

a big risk factor,” trader with primary dealership 
says. Cutoff for benchmark note seen in 
INR98.28 - INR98.34 band, note now at 
INR98.38, yielding 7.42%. Traders expect large 

state-run insurance company to bid for 2055 
note. 
 
- By Dharam Dhutia and Neha Dubey; 
dharam.dhutia@newsrise.org; 91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt 
 
 

Indonesia 

Indonesia plans to issue around $8.4 

bln in forex bonds for 2019 budget  

03-Dec-2018  
JAKARTA, Dec 3 (Reuters) - The Indonesian 

government plans to issue U.S. dollar 
denominated bonds in December to fund the 
2019 budget, market conditions permitting, 
the Finance Ministry said on Monday. 

The ministry is yet to disclose the size of 
December's planned issuance.,  
Director General of Budget Financing and Risk 
Management Luky Alfirman said in a meeting 

with bond dealers and analysts he is targeting a 
total 120 trillion rupiah ($8.44 billion) equivalent 
of foreign currency bonds to fund the 2019 
budget.  
Indonesia is also aiming to issue 60 percent of 
its targeted 826 trillion rupiah gross bond 
issuance in the first half of next year. 

 
($1 = 14,225 rupiah) 
(Reporting by Tabita Diela, writing by Fransiska 
Nangoy, editing by Eric Meijer) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Fitch Rates Indonesia's USD Bonds 

'BBB(EXP)'  

03-Dec-2018  

Fitch Ratings-Hong Kong-December 03: Fitch 

Ratings has assigned Indonesia's forthcoming 
US dollar-denominated bonds an expected 
rating of 'BBB(EXP)'. 

KEY RATING DRIVERS 
The expected rating is in line with Indonesia's 
Long-Term Foreign-Currency Issuer Default 
Rating of 'BBB' with a Stable Outlook. 
RATING SENSITIVITIES 

The rating would be sensitive to any changes in 
Indonesia's Long-Term Foreign-Currency Issuer 
Default Rating. 
Fitch affirmed Indonesia's Long-Term Foreign-
Currency Issuer Default Rating at 'BBB' with a 
Stable Outlook on 2 September 2018. The Long-
Term Local-Currency Issuer Default Rating is 

also 'BBB' with a Stable Outlook. 

 
Media Relations: 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. 
Additional information is available on 
www.fitchratings.com 
 
 

Indonesia raises $3 bln in sale of dollar 

bonds  

04-Dec-2018  
JAKARTA, Dec 4 (Reuters) - Indonesia has 

raised $3 billion through the sale of U.S. 
dollar-denominated bonds and will use the 
proceeds to fund the 2019 state budget, the 
finance ministry said in a statement on 

Tuesday. 

The government sold $750 million of 5 year 
tenor bonds with a coupon of 4.450 percent per 
annum, $1.25 billion of bonds maturing in 10 
years with 4.750 percent coupon, and $1 billion 
of bonds with 30 year maturity with a 5.350 
percent coupon, the ministry said. 

Joint bookrunners of the issuance were ANZ, 
Citigroup, DBS Bank, Deutsche Bank and 
Goldman Sachs, while local securities Bahana 
Sekuritas, Danareksa Sekuritas and Trimegah 
Sekuritas acted as co-managers. 
A ministry official said on Monday the 
government aims to sell bonds worth 120 
trillion rupiah ($8.41 billion) equivalent in 

foreign currencies to fund the 2019 budget. 

 
($1 = 14,275.0000 rupiah) 
(Reporting by Gayatri Suroyo 
Editing by Shri Navaratnam) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Israel 

Foreign Exchange Reserves at the Bank 

of Israel, November 2018   

06-Dec-2018  
at the Bank of Israel, November 2018  

mailto:Publicdebtnet.dt@tesoro.it
http://www.fitchratings.com/
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06/12/2018  
Israel's foreign exchange reserves at the end 
of November 2018 stood at $115,056 million, 
an increase of $1,145 million from their level 
at the end of the previous month. The 
reserves represent 31.4 percent of GDP.  

The increase was the result of:  
a. Foreign exchange purchases by the Bank of 
Israel totaling $218 million, all of which were 
part of the purchase program intended to offset 

the effects of natural gas production on the 
exchange rate.  
b. Government transfers from abroad totaling 
about $309 million.  
c.  A revaluation[1]that increased the reserves 
by approximately $623 million.  
  In contrast, the increase was offset by private 

sector transfers of approximately $5 million.  
   
(C) Copyright 2018 - Bank of Israel 
 
 

Malaysia 

Moody's Affirms Malaysia's A3 Ratings; 

Maintains Stable Outlook  

07-Dec-2018  
Dec 7 (Reuters) - Moody's: 
Moody's affirms Malaysia's A3 ratings; 

maintains stable outlook. 

Moody's says the affirmation of Malaysia's A3 

rating recognizes that Malaysia's fiscal strength 
has weakened. 
Moody's on Malaysia: stable outlook balances 
credit constraints from low debt affordability 
and a high debt burden against inherent credit 
strengths. 

Moody's says solid institutional framework, 

including strong monetary policy effectiveness, 
also supports Malaysia's credit profile. 
Moody's on Malaysia: long-term local currency 
(LC) bond and deposit country ceilings are 
unchanged at A1. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 

(c) Copyright Thomson Reuters 2018. 
 
 

Syria 

Syria passes balanced budget for 2019  

06-Dec-2018   

BEIRUT, Dec 6 (Reuters) - Syria has passed a 

2019 budget plan that envisions spending and 
revenues both of 3.88 trillion Syrian pounds 
($7.53 billion), state news agency SANA 
reported on Thursday citing a decree issued 
by President Bashar al-Assad.  

The report did not provide estimates for 

spending or revenue in 2018.  
 
($1 = 515.0000 Syrian pounds) 
(Reporting By Angus McDowall 
Editing by Andrew Heavens) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 

Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Korea 

South Korea says end-2018 govt debt 

ratio to be below earlier estimate  

06-Dec-2018  
SEOUL, Dec 6 (Reuters) - South Korea said on 

Thursday the government's debt ratio against 
annual GDP would likely reach 37.7 percent 
by the end of this year, less than an earlier 
estimate of 38.6 percent, due to better-than-
expected tax revenue. 

The finance ministry said in a statement it plans 

to buy back 4 trillion won ($3.58 billion) worth 
of treasury bonds before their maturity and 
cancel new issuance plans worth a combined 
13.8 trillion won. 
 
($1 = 1,118.4000 won) 
(Reporting by Choonsik Yoo 
Editing by Jacqueline Wong) 
(( choonsik.yoo@thomsonreuters.com ; +822 3704 
5580; Reuters Messaging: 
choonsik.yoo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

State bonds-sale S. Korea sells 600 bln 

won worth of 50-year Treasurys  

07-Dec-2018  
state bonds-sale 
S. Korea sells 600 bln won worth of 50-year 
Treasurys 

SEJONG, Dec. 7 (Yonhap) -- South Korea's 

finance ministry said Friday that it has sold 
600 billion won (US$536 million) worth of 50-
year Treasurys in the latest move to gain 
extra leeway to execute financial policies. 

The Ministry of Economy and Finance said the 
state debt was sold at a rate of 1.95 percent, 

adding that there was strong demand for the 
longest-dated Treasury bonds. 

South Korea sold a combined 1.525 trillion won 
worth of 50-year state bonds on three separate 
occasions earlier this year. 
In October 2016, the ministry floated its first-
ever super long 50-year state bonds. The 50-

year debts have the longest maturity of any 
securities issued by Seoul. 
 
entropy@yna.co.kr 
Copyright (c) 2018 Yonhap News Agency 
 
 

Sri Lanka 

Fitch Downgrades Sri Lanka to 'B'; 

Outlook Stable  

04-Dec-2018  
Fitch Ratings-Hong Kong-December 03: Fitch 

Ratings has downgraded Sri Lanka's Long-
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Term Foreign-Currency Issuer Default Rating 
(IDR) to 'B' from 'B+', with a Stable Outlook. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
The downgrade reflects heightened external 
refinancing risks, an uncertain policy outlook, 
and the risk of a slowdown in fiscal 
consolidation as a result of an ongoing 
political crisis following the President's 
sudden replacement of the Prime Minister on 

26 October 2018. 

Fitch believes the ongoing political upheaval, 
which has disrupted the normal functioning of 
parliament, exacerbates the country's external 
financing risks, already challenged by the 
tightening of global monetary conditions amid a 
heavy external debt repayment schedule 

between 2019 and 2022. Investor confidence 
has been undermined, as evident from large 
outflows from the local bond market and a 
depreciating exchange rate. The sovereign's 
foreign currency-denominated debt repayments 
(principal and interest), as of end-September 
2018 are about USD20.9 billion between 2019 

and 2022, while its foreign-exchange reserves 
are currently about USD7.5 billion. 
The authorities plan to raise funds through a 
combination of bilateral and commercial 
borrowing and the exercise of foreign-currency 
swaps, but there are risks to this strategy that 
could arise from a prolonged period of political 

uncertainty accompanied by an adverse shift in 
investor sentiment. In addition, the benefits 
from the government obtaining parliamentary 
approval for an Active Liability Management Bill 
in October - which raises its borrowing limit and 
could help smooth upcoming debt maturities - 

are unlikely to materialise if the political standoff 
continues. 
Fitch expects fiscal slippages as the current 
political climate is likely to lead to delays in 
setting policy priorities and to disrupt progress 
on future reforms. The 2019 budget has already 
been pushed back, while the IMF programme 

has been put on hold. The agency now expects 
the budget deficit for 2019 and 2020 to be 

closer to 5% of GDP, up from 4.0% of GDP in 
2019 - forecast at the time of our previous 
review. The political strife has also exacerbated 
a depreciation of the Sri Lankan rupee, which 
had weakened in 2018 by around 17% against 

the US dollar up until end-November, 
contributing to a deterioration in the debt profile 
- with about half the debt denominated in 
foreign currency. Fitch has therefore revised up 
our general government debt-GDP forecast to 
over 80% by end-2018, from 77.2%. We believe 

a speedy resolution of the political situation and 
a return to credible macroeconomic policies 
could eventually lower fiscal risks. 

Sri Lanka's 'B' IDR also reflects the following key 
rating drivers: 
Greater exchange-rate flexibility provides a 
cushion for external finances against shocks. 

The shift towards more flexibility since 2H15 has 
helped restore foreign reserve levels, which had 

fallen to around USD6 billion in 2016. This is 

despite a weak external balance sheet, 

characterised by high net external debt, the 
sovereign's large net debtor position and weak 
international liquidity. 
Fitch expects the current account deficit to 
gradually narrow to 3.4% of GDP by 2020, 
after widening to 3.7% of GDP in 2018. Our 
forecasts are based on growth remaining 

subdued and oil prices recovering moderately. 
Fitch forecasts oil prices averaging USD65/barrel 
(bbl) in 2019 and USD57.5/bbl in 2020. 
Downside risks to our forecasts remain, possibly 
stemming from a shift towards expansionary 
fiscal and monetary policies or weaker-than-
expected export performance. 
Monetary policy has been geared towards 

maintaining macro-stability, under the 
framework of the IMF programme that began in 
2016. The Central Bank hiked its main policy 
interest rates earlier in December 2018, raising 
the deposit rate by 75bp and the lending rate by 
50bp while reducing the Statutory Reserve Ratio 

(SRR) applicable on all rupee deposit liabilities of 
commercial banks by 1.50 percentage points, to 
6 percent. Inflation has been falling steadily this 
year after weather disruptions pushed up food 
prices, lifting inflation to 7.7% in 2017, and the 
agency expects headline inflation to average less 
than 3%. The authorities' planned shift towards 

flexible inflation targeting could enhance 
monetary policy credibility. 
Under Fitch's baseline assumptions, we 
forecast overall government debt-GDP to 
decline marginally in 2019 and 2020, but to 
remain above 80%, which is far higher than 

the peer median. Previous revenue reforms 
such as the VAT rate hike in 2015 and a new 

Inland Revenue Act effective from 1 April 2018 
partly support our expectation of continued 
primary surpluses, and hence declining debt 
ratios. Nevertheless, there are downside risks to 
these assumptions, possibly arising from either a 
reversal of tax reforms and/or a shift towards 
more populist policies. 

Macroeconomic performance is likely to remain 
comparatively weak. Growth slowed to 3.3% in 

2017 following droughts and floods, and Fitch 
expects a recovery to 3.7% in 2018. We forecast 
growth in 2019 and 2020 to remain below 4%, 
given the uncertain political and policy outlook. 
Supportive factors include a recovery in the 

agriculture sector and construction activity 
related to some commercial and real-estate and 
infrastructure projects. Remittances are likely to 
remain supportive of domestic demand. 
Sri Lanka's basic human development indicators, 
including education standards, are high 

compared with the 'B' and 'BB' medians, as 
indicated by the United Nations Human 
Development Index Score. Sri Lanka is in the 

60th percentile against the historical 'B' 
median's 40th percentile. Furthermore, the 
country's per capita income at USD4,043 (Fitch 
estimates as of end-2018) is higher than its 

historical 'B' median of USD3,422. 
Fitch's outlook for the banking sector remains 

mailto:Publicdebtnet.dt@tesoro.it
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negative, based on the expectations that 

operating conditions are likely to remain difficult. 

In our view, the challenging domestic and 
external conditions are likely to affect banks' 
performance through 2019, mainly on asset 
quality. Credit risks are likely to linger in 2019, 
as reflected in a rise in rescheduled loans across 
banks alongside a surge in NPLs in 2018. 

Capital-raising could continue in 2019 among 
banks that plan to/need to strengthen capital 
buffers, but banks could face execution risks in 
light of the macro instability. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Sri Lanka a 
score equivalent to a rating of 'B+' on the 
Long-Term Foreign-Currency (LT FC) IDR 
scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its 
qualitative overlay (QO), relative to rated peers, 
as follows: 

• External Finances: -1 notch to reflect 
high refinancing needs and greater uncertainty 
surrounding financing availability in the short 
term, as well as a relatively low level of FX 
reserves which leave the external position 
vulnerable to any adverse shift in investor 
sentiment. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 

variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 

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

are: 
• Improvement in external finances 
supported by higher non-debt inflows, or a 
reduction in external sovereign refinancing risks 

from an improved liability profile 
• Improved policy coherence and 
credibility 

• Stronger public finances underpinned by 
a credible medium-term fiscal strategy 
The main factors that, individually or 
collectively, could trigger negative rating action 
are: 
• Further increases in external funding 

stresses that threaten the ability to repay 
external debt 
• Continued political uncertainty that 
contributes to a loss of investor confidence, 
possibly affecting the macroeconomic outlook 

• A deterioration in policy coherence and 
credibility that leads to an increase in general 

government debt and deficit levels 
KEY ASSUMPTIONS 
• Global economic outcomes are consistent 
with Fitch's latest Global Economic Outlook 

The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR downgraded to 

'B' from 'B+'; Outlook Stable 
Long-Term Local-Currency IDR downgraded to 
'B' from 'B+'; Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling downgraded to 'B', from B+ 

Issue ratings on long-term senior unsecured 
foreign-currency bonds downgraded to 'B' from 
'B+' 
Issue ratings on long-term senior unsecured 
local-currency bonds downgraded to 'B' from 
'B+' 

Issue ratings on short-term senior unsecured 
local-currency bonds affirmed at 'B' 
 
Media Relations: 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. 
Additional information is available on 
www.fitchratings.com 
 
 

S&P Lowers Sri Lanka's Sovereign 

Credit Rating To 'B' From 'B+' ; 

Maintains Outlook At Stable   

04-Dec-2018  
Dec 4 (Reuters) - S&P: 
S&P lowers Sri Lanka's sovereign credit rating 

to B from B+; maintains outlook at stable. 

S&P says Sri Lanka ratings lowered to 'B' as 
political uncertainty weakens external financing 
conditions; outlook stable. 
S&P says Sri Lanka's stable outlook reflects view 
that Sri Lanka economy will continue its cyclical 
recovery over next 12 months. 

S&P, on Sri Lanka, says expect political 
uncertainty to persist over medium term. 
S&P, on Sri Lanka, says important structural 
reforms envisaged under IMF extended fund 
facility (eff) may face delays. 
S&P believes the Sri Lankan economy will 
continue to recover modestly, following 

substantial weather-related disruptions in 2016-

2017. 
S&P says revised down our transfer and 
convertibility risk assessment on Sri Lanka to 'B' 
from 'B+. 
S&P says affirmed Sri Lanka's short-term rating 

at 'B'. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
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EUROPE 

 

Albania 

Albania to sell 2 bln leks (16.1 mln 

euro) of 5-yr T-notes on Dec 11  

06-Dec-2018  
TIRANA (Albania), December 6 (SeeNews) – 
Albania will offer 2 billion leks ($18.2 
million/16.1 million euro) worth of five-year 
Treasury notes at an auction on December 11, 
according to the debt issuance calendar of the 
finance ministry for the fourth quarter of 
2018. 
At the last auction of five-year T-notes held in 

November, the finance ministry sold 2 billion 
leks worth of government paper. The coupon 
rate on the issue stood at 5.3%, the same as in 

the previous auction of five-year fixed-rate T-
notes held in October. 
 
(1 euro = 123.815 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Croatia 

Croatian lawmakers approve 2019 

budget, small deficit seen  

03-Dec-2018  
ZAGREB, Dec 3 (Reuters) - The Croatian 

parliament on Monday approved the 2019 
budget, envisaging a general budget gap of 
0.4 percent of gross domestic product, slightly 
below this year's plan of 0.5 percent. 

In the vote, 79 of parliament's 151 deputies 
supported the plan, which is based on projected 
growth of 2.9 percent, up from this year's 
assumption of 2.7 percent. 

The European Union's newest member has 
promised to pursue fiscal consolidation as part of 
its plans to adopt the euro within six to seven 
years. 

The government aims to cut public debt by a 
further three percentage points from the 74.6 
percent of GDP envisaged at the end of this 

year. 
Central government budget revenues for 2019 
are planned at 136.1 billion kuna ($20.86 
billion), or 5.5 percent higher than this year, 
while expenditure is seen at 141.3 billion 
kuna, or up 5.1 percent from 2018. 

Some analysts and the business community say 
the government is missing an opportunity to 
take tougher action on budget spending. They 

question the sustainability of fiscal policy amid 
sluggish long-term growth forecasts. 
With brakes on business such as red tape, costly 

public administration and frequently changing 
regulations, and a growing shortage of skilled 
workers, many analysts put Croatia's long-term 

growth potential at little more than 1-2 percent.  
 
($1 = 6.5253 kuna) 

(Reporting by Igor Ilic; Editing by Mark Potter) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Croatia sells T-bills above target, focus 

on kuna paper  

04-Dec-2018  
ZAGREB, Dec 4 (Reuters) - Croatia sold 1.872 

billion kuna ($288.96 million) and 3.3 million 
euros ($3.76 million) worth of one-year 
Treasury bills at two separate auctions on 
Tuesday, with yields remaining flat on both 
papers, finance ministry data showed. 

The kuna bills yielded 0.09 percent, while the 
euro bills had a zero percent yield. Occasionally 

the ministry also offers three- and six-month 

bills. 
The kuna bills sale strongly surpassed the target 
set at one billion kuna, while the euro bills sale 
fell below bids that amounted to 8.3 million 
euros and had an average interest rate of 0.12 
percent. 
The banks bought 91 percent of the euro bills 

and around a half of the kuna paper. 
After the auction, Croatia's short-term debt in 
the local currency rose to 18.07 billion kuna 
from 17.08 billion. The debt in euros rose to 
130.6 million euros from 127.3 million. 
The ministry said it would hold the next auction 
of kuna bills on Jan. 2, 2019. 

 
($1 = 6.4784 kuna) 
($1 = 0.8775 euros) 
(Reporting by Igor Ilic  
Editing by Mark Heinrich)  
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98334 053;)) 
 
 

Czech Republic 

Czech 2018 budget drops to deficit in 

November  

03-Dec-2018   

PRAGUE, Dec 3 (Reuters) - The Czech central 

state budget showed a 21.64 billion crown 
($946.22 million) deficit at the end of 

November, Finance Ministry data showed on 
Monday. 

The result compares to a 11.62 billion crown 
deficit recorded a year ago. 
Adjusted for funds for projects financed by the 
EU but pre-paid from the national budget, the 
January-November budget would show a deficit 
of 17.70 billion crowns, versus 12.95 billion a 

year ago. 
Overall expenditure rose 10.2 percent while 
income was up 9.4 percent. Tax revenue rose 

7.6 percent year-on-year.  
The 2018 central state deficit was approved 
by parliament with a 50 billion crown deficit. 

The central government budget is the main part 

of the EU country's overall public sector 
finances, which also include local and regional 
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administrations, the health insurance system 

and various off-budget funds. 

The ministry forecasts the overall fiscal balance 
to show a 1.6 percent/GDP surplus this year and 
1.0 percent surplus next year. 
 
($1 = 22.8700 Czech crowns) 
(Reporting by Mirka Krufova; Editing by Jan Lopatka) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary 

Hungary does not support separate 

budget for Eurozone  

06-Dec-2018  
Creating a separate Eurozone budget is 
contrary to Hungary's interests, Mihály Varga 
stressed at the extended meeting of Eurozone 
finance ministers where attendees discussed 
the French-German proposal disclosed to the 
public in November. 

The Hungarian Finance Minister added that 
major risks might emerge should the countries 

using the euro arrange their finances according 
to a separate budget, and therefore Hungary 
does not support the draft.  
A separate Eurozone budget would unnecessarily 

deepen the already existing gap between 
Member States within and outside the Eurozone, 

Mr Varga pointed out at Eurogroup's Brussels 
meeting. He said developing the economy, 
promoting cohesion, innovation, research and 
development are common objectives and tasks 
for all EU Member States.  
At the same time, the proposal would exclude 
Member States outside the Eurozone from the 

excess funding of common EU goals, and seeks 
to achieve more stringent economic policy 
coordination for the EU27 by strengthening the 
relationship between economic governance and 
cohesion policy. Therefore, Hungary takes the 
view that the French-German proposals give rise 

to concern, the Minister pointed out.  
The draft for creating a separate Eurozone 
budget was published in the so-called 
Meseberg Declaration, as part of a series of 
proposals seeking to intensify the EU's 
Economic and Monetary Union, after a 
meeting between German Chancellor Angela 
Merkel and French President Emmanuel 
Macron on 19 June. The draft was finalised in 
November.  

At this point in time, the French-German 

initiative is only a proposal, the implementation 
of which is subject to the approval of the other 
17 members of the Eurozone, Mr Varga pointed 
out. The proposal is being rejected by a number 

of EU countries, including Holland and Finland, 
as was underlined at the extended November 
meeting of Eurozone ministers. Due to the 

significance and importance of the issue, the 
Hungarian government will discuss the French-

German proposals aimed at creating a separate 

Eurozone budget at its next meeting . 

 
(C) Copyright 2018 - Ministry of National Economy of 
Hungary 
 
 

Hungary posts HUF 164.3 bln Nov 

budget deficit   

07-Dec-2018  
BUDAPEST, Dec 7 (Reuters) - Hungary posted a 

164.3 billion forint ($578.22 million) budget 
deficit in November, the Finance Ministry said 
on Friday, widening the 11-month shortfall to 
1.842 trillion forints. 

The January-November deficit was well above a 

1.36 trillion forint full-year target, but the 

ministry said its deficit goal of 2.4 percent of 
economic output still remained achievable. 
Hungary has spent heavily on the pre-financing 
of EU-backed projects throughout the year. 
The ministry said Hungary received 
reimbursements worth 102.2 billion forints for 
EU-backed projects in November, lifting the 

total amount received to 574.6 billion forints 
in the January-November period. 

Spending on such projects at 1.737 trillion 
forints however still significantly exceeded 
revenue. 
 
($1 = 284.15 forints) 
(Reporting by Gergely Szakacs and Marton Dunai) 
(( gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3605; 
Reuters Messaging: 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2018.  
 
 

Moody's On Hungary Says Still-

Elevated Public Debt Remains A Key 

Credit Constraint  

07-Dec-2018  
Dec 7 (Reuters) - Moody's: 
Moody's says Hungary's credit profile 
balances robust growth, gradual fiscal 
consolidation against elevated public debt. 

Moody's on Hungary says still-elevated public 
debt remains a key credit constraint. 
Moody's says Hungary's tightening labour 

market will bolster spending, while European 
union funds will continue to support investment 
growth. 
Moody's says challenges to Hungary's growth 
model also stem from its labour market, skills 
mismatches. 

Moody's says Hungary faces relatively large 
annual gross borrowing requirements. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
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Poland 

Poland's 2018 general government 

deficit seen at 0.5 pct of GDP  

07-Dec-2018  
WARSAW, Dec 7 (Reuters) - Poland's general 

government deficit could fall to 0.5 percent of 
gross domestic product this year, Finance 
Minister Teresa Czerwinska said on Friday.  

"I think that the deficit coming at 0.5 percent is 
realistic," Czerwinska told a press conference. In 
October the statistics office revised the 2017 

deficit to 1.4 percent of GDP in 2017. 
 
(Reporting by Pawel Florkiewicz 
Writing by Agnieszka Barteczko 
Editing by Peter Graff) 
(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania to issue 4.3 bln lei (923 mln 

euro) of domestic debt in Dec  

03-Dec-2018   

BUCHAREST (Romania), December 3 (SeeNews) 
- Romania's finance ministry plans to auction 
4.3 billion lei ($1.04 billion/923 million euro) 
worth of government securities in December, 
including 480 million lei in non-competitive 
offers. 

The finance ministry plans six auctions of 
government securities with residual maturities 
ranging from two years to 12 years and an 
auction of one-year Treasury bills, it said in a 

monthly debt issuance calendar on Friday. 
The ministry planned to auction 4.7 billion lei 
worth of government securities in November but 
overshot its target, raising 5.4 billion lei. 
Since the beginning of 2018, the finance 
ministry has sold roughly 39 billion lei of 
government securities and has raised 3.75 
billion euro on international markets from the 

sale of 2028 and 2030 Eurobonds, as well as 
$1.2 billion of 2048 dollar bonds. 

 
(1 euro=4.6566 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Economy: Russia-Eurobonds: Foreign 

investors retain trust in Russia 

sovereign debt despite sanctions    

04-Dec-2018  
Foreign investors retain trust in Russia’s 
sovereign debt despite sanctions - ministry 
MOSCOW, December 4. /TASS/. Russia’s 

latest issue of euro-denominated bonds was 
successful and proved that foreign investors 

have retained their trust to Russia’s sovereign 
debt despite sanctions, the Russian Finance 
Ministry said on Tuesday. 

"The results of the deal demonstrate that foreign 
investors retain their interest to the Russian 
Federation’s sovereign debt and a high level of 
trust in fundamental indices of the Russian 
economy, although external conditions for the 

placement were far from being favorable," the 
ministry said. 
Last week, the Finance Ministry opened its book 
for the placement of euro-denominated bonds 
that mature in seven years. It was the first issue 
of Eurobonds denominated in euro since 2013. 
According to the Finance Ministry’s information, 

the placement found a lively response among 
European Union investors (18%), while investors 
from the UK bought most of the issue (55%). 
3% went to investors from the U.S. and 24% - 
to Russian investors. 
Russian issuers have not entered the 

international borrowings market for almost half 
a year since April 2018 when Washington 
widened sanctions once more against Russia. At 
the end of September, Deputy Finance Minister 
Sergei Storchak said that new Eurobond issues 
were unlikely by the end of 2018. Meanwhile, in 
November, for the first time in six months, 

Russian issuers conducted three transactions as 
Gazprom issued Eurobonds to the tune of 1 bln 

euro and RusHydro placed two issues worth 1.5 
bln yuan and 15 bln rubles ($224.8 bln). 
 
--0--shi 
Copyright (c) 2018 Itar-Tass 
 
 

Russia's growth prospects "modest" 

amid high geopolitical tension, says 

World Bank  

04-Dec-2018  

MOSCOW, Dec 4 (Reuters) - Economic growth 

in Russia will be modest over the next two 
years with a possible expansion of Western 
sanctions and high geopolitical tension 
making for an unfavourable outlook, the 
World Bank said on Tuesday. 

But Russia's fundamentals, including its 
international reserves, would help it to absorb 

"external shocks", it said in a regular report. 
The World Bank lifted its economic growth 
projection for this year to 1.6 percent from 1.5 
percent forecast in May. It expects gross 
domestic product to grow by 1.5 percent in 2019 
and by 1.8 percent in 2020. 
"In the absence of a sharp escalation of 

geopolitical tensions, we expect the Russian 
economy to continue modest growth supported 
by relatively high oil prices," it said. 

But circumstances for the general outlook were 
not favourable. 
"Unfavourable factors stem from the potential 
expansion of sanctions and continued elevated 

geopolitical tensions, which translate into high 
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uncertainty that dampens domestic demand," 

the international financial institution said. 
Russia's international reserves, low external 
debt levels and its macroeconomic framework 
should help "limit exposure to external 
volatility and absorb external shocks." 

The banking sector in Russia, which saw dozens 
of banks losing licences in the past few years 
and some bailouts of major banks by the state, 

remain relatively weak, the World Bank noted. 
That said, the banking system had sufficient 
liquid foreign currency assets to repay its 
maturing external debt, the World Bank said. 
 
(Reporting by Andrey Ostroukh; 
Editing by Richard Balmforth) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Serbia 

Serbia's parliament adopts 2019 

budget  

07-Dec-2018  
BELGRADE, Dec 7 (Reuters) - The Serbian 

parliament adopted on Friday the Balkan 
country's spending plan for 2019, envisaging 
a deficit of around 0.4 percent of gross 
domestic product (GDP) and economic growth 
of 3.5 percent. 

The vote in the 250-seat parliament was largely 
a formality as the ruling coalition led by 

President Aleksandar Vucic's Serbian Progressive 
Party enjoys a comfortable majority of 160 
deputies.  
The fiscal deficit in 2019 is seen at 22.9 billion 
dinars (193.81 million euros) on revenues of 
1.246 trillion dinars and expenditures at 
1.269 trillion dinars. Serbia is expected to end 
2018 with a budget surplus.  

 
(Reporting by Aleksandar Vasovic; Editing by Ivana 
Sekularac;) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Slovakia 

Slovak parliament approves 2019 

budget with first zero deficit  

05-Dec-2018  
BRATISLAVA, Dec 5 (Reuters) - Slovakia's 

parliament on Wednesday approved a 2019 
budget that saw the deficit falling to zero for 
the first time - in the face of warnings from 

the main fiscal watchdog of three more years 
of deficits. 
With the euro zone state's economy growing 
fast, underpinned by a booming car sector, and 
unemployment hitting record lows, the 
government is also aiming for a balanced budget 
in 2020 and a surplus in 2021. 

"Next year's budget goals are realistic," Finance 

Minister Peter Kazimir told lawmakers before 

their vote. 
"The numbers will allow anyone who will oversee 
(public finances) next year and in 2020 to reach 
a balanced budget, unless they decide 
otherwise," he added. 
The optimism stood in contrast to a report 

from the independent Council for Budget 
Responsibility (RRZ) last month, that forecast 
deficits of 0.7 percent of GDP next year, 0.6 
percent in 2020 and 0.2 percent in 2021. 

The watchdog said that, for next year, it saw 
risks of lower-than-expected dividends from 
state-owned firms and higher-than-planned 
expenditure in healthcare, welfare and other 
sectors. 

The three-party ruling coalition, led by leftist 
Smer, has promised to raise wages for public 
sector workers by 10 percent next year and a 
further 10 percent in 2020. 
It has approved free lunches for children in the 
last year of kindergarten from January and for 

all elementary school students from September.  
The budget passed on Wednesday also saw 
the NATO country raising defence spending to 
1.7 percent of gross domestic product next 
year. 

The plans are based on an expected economic 
growth of 4.5 percent in 2019 - more than 
double the European Union and euro zone 
average. 

Kazimir's seventh budget is also likely to be his 
last. He said last month he would stand to 
replace Slovak central bank governor and ECB 
policymaker Jozef Makuch, who is due to step 
down in March. 
 
(Reporting By Tatiana Jancarikova 
Editing by Jan Lopatka and Andrew Heavens) 
(( Tatiana.Jancarikova@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Slovenia 

Slovenia raises 2019 budget surplus 

target to 0.4 pct of GDP  

06-Dec-2018  
LJUBLJANA, Dec 6 (Reuters) - Slovenia 

increased its 2019 budget surplus target to 
0.4 percent of GDP from 0.2 percent, the 
finance ministry said on Thursday, with 
economic growth expected to boost budget 
inflows.  

The country also increased plans for central 
government budget spending to 10.2 billion 
euros ($11.56 billion) from 9.7 billion, 
Finance Minister Andrej Bertoncelj told a 
news conference after a regular government 
session. 

"This is a significant increase in spending but 
budget income will also increase due to 
favourable economic growth, so our key goal is 

to run a budget surplus," Bertoncelj said.  
The increase in spending is mainly due to a 
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government agreement last month to raise most 

public sector wages from January in order to 

avoid labour strikes. 
The detailed budget plan is due to be adopted 
in coming weeks. The surplus target compares 
to a surplus of 0.5 percent of GDP seen in 
2018. 

Slovenia narrowly avoided an international 
bailout for its banks in 2013 but returned to 

growth a year later. Robust growth has spurred 
wage hike demands from all public and private 
sector trade unions. 
The government expects the economy to expand 
by 4.4 percent this year and by 3.7 percent in 
2019, boosted by higher exports, investments 
and household spending. 

 
($1 = 0.8821 euros) 
(Reporting By Marja Novak; Editing by Kirsten 
Donovan) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine 

Ukraine could ditch 2019 Eurobonds in 

favour of concessional funds -debt 

official  

06-Dec-2018  
By Karin Strohecker 

LONDON, Dec 6 (Reuters) - Ukraine could stay 

out of international capital bond markets 
altogether in 2019 if Kiev manages to raise 
enough concessional financing, a senior debt 
official told Reuters.  

Escalating tensions between Moscow and Kiev, 
uncertainty over two sets of elections coming up 
next year in Ukraine and a generally difficult 

backdrop for emerging markets in recent months 
have put increased pressure on Ukraine's dollar 
bonds.  
After Russia impounded three Ukrainian navy 
ships in November, Ukraine's debt yields spiked 

to more than 10 percent - a level that makes it 
unsustainable for Kiev to tap markets.  

"Given how markets are in general now, and 
especially towards emerging market countries, it 
makes sense for us to prioritise concessional 
financing," Yuriy Butsa, Ukraine's government 
commissioner for public debt management told 
Reuters. 

"If we have a significant amount of concessional 
financing, it may be an option to not issue a 
Eurobond at all," he said, referring to funds from 
the European Union, World Bank and other 
bilateral or multilateral lenders. 
"We will go to the market when conditions are 
favourable, but we expect the windows will be 

much narrower over the course of the next 
year." 
Presidential elections that pitch incumbent Petro 
Poroshenko against a number of other 
candidates, including opposition leader and 

political veteran Yulia Tymoshenko, are 

scheduled for March 31. Parliamentary elections 

are due at the end of October.  
Ukraine - which passed its 2019 budget on 
November 23 - plans to borrow around $11 
billion in total in 2019, the lion's share from local 
debt markets, said Butsa.  
The European Union already raised 500 million 

euros this week to lend to Ukraine while a 
second matching tranche is due before end-
June, said Butsa. He expected a $750 million 
guarantee from the World Bank to be approved 
on Dec. 18.  
If Ukraine did come to the international market 

in 2019, Butsa expected part of any bond sale to 
be in euro-denominated issues. While the EU 
accounts for 38 percent of Ukraine's trade, only 

8 percent of its debt is denominated in euros. 
"We are also looking at the possibility to do 
another liability management of the sort we 
did in 2017 because we have some bigger 
repayments in 2020 and 2021, so if the 
conditions are good we can do that next 

year." 

Making local currency securities accessible 
through Clearstream, an international clearing 
system owned by German stock market operator 
Deutsche Boerse, should also increase the share 
of foreign investors in Ukraine's local markets.  
"We expect the Clearstream link to be 

established in February 2019," said Butsa, 
adding international investors currently held just 

1.7 percent of local currency-denominated 
bonds, a low figure compared to the likes of 
Egypt, where the share was around 20 percent. 
"So you can see we have a lot of upsides, 
anything towards that would be good." 

 
(Reporting by Karin Strohecker 
Editing by Peter Graff) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Argentina, China extend currency swap 

by $8.6 bln   

02-Dec-2018  

BUENOS AIRES, Dec 2 (Reuters) - Argentina's 

central bank signed a deal with China on 
Sunday to extend a currency swap by $8.6 
billion, during a state visit by Chinese 
President Xi Jinping, the bank said in a 
statement.  

The new deal brings the total swap amount to 
$18.69 billion. The agreement is an extension of 
a swap first signed between the two countries' 

central banks in July 2017.  
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(Reporting by Cassandra Garrison, editing by Ross 
Colvin) 
(( Cassandra.Garrison@thomsonreuters.com ; +54 11 
4318 0645; )) 
(c) Copyright Thomson Reuters 2018.  

 
 

Argentina central bank removes rate 

floor, but still on guard on peso   

05-Dec-2018  

By Gabriel Burin and Walter Bianchi 
BUENOS AIRES, Dec 5 (Reuters) - Argentina's 

central bank on Wednesday removed the 60 
percent floor on its benchmark interest rate, 
paving the way for it to reduce one of the 
highest borrowing rates in the world, which 
has strangled growth in Latin America's third-
biggest economy. 

A central bank source declined to give a time 
frame for a potential interest rate cut and 

stressed that the bank would maintain a 
cautious monetary policy approach to safeguard 
against peso volatility. 
"A couple of months of volatility have passed, 
and we want to reinforce that the elimination of 
the rate floor does not mean that we are going 

to lower our guard," the source said. 
The central bank in August hiked its benchmark 
policy rate to 60 percent after the peso was 
repeatedly devalued. The currency has lost 
around half its value so far this year. 
The bank on Wednesday also said it is scaling 

back its potential purchase of dollars to $50 

million from $150 million to relieve pressure on 
the peso currency. 
The peso dropped 2.08 percent to 38.20 per 
U.S. dollar on the bank's announcement, traders 
said, and closed the day at 37.51. 
Economists predicted in a central bank poll on 
Tuesday that inflation over the next 12 months 

would be 29 percent, below the previous 
month's outlook of 32.1 percent.  
The International Monetary Fund, which 
signed a $56.3 billion financing deal with 
Argentina in September, welcomed the central 
bank announcement, saying that the 

government's new monetary policy was yielding 

results.  

Argentina's skyscraping interest rates have 
slowed economic growth, and economists predict 
contractions of 2.4 percent in 2018 and 1.2 
percent in 2019, the poll of economists showed.  
"If the rate does not begin to fall, the economy 
will not jump-start," said Horacio Larghi, an 
analyst at Argentine firm Invenomica, adding 

that breaking the 60 percent barrier would 
"change investor expectations." 
Argentina's tight monetary policy, spearheaded 
by central bank President Guido Sandleris and 
implemented after the country secured the IMF 
bailout, established a floating exchange rate 

band for the peso and introduced measures to 
control inflation by limiting growth in the 
country's monetary base. The policy has largely 
stabilized the peso.  
In addition, the central bank tightened the 
adjustment rate of its foreign exchange trading 

band to 2 percent from 3 percent, beginning in 

2019.  

 
(Reporting by Walter Bianchi and Scott Squires; 
Additional reporting by Gabriel Burin 
Writing by Cassandra Garrison 
Editing by Ross Colvin and Leslie Adler) 
(( Cassandra.Garrison@thomsonreuters.com ; +54 11 
4318 0645; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Brazil 

Brazil's Temer says leaving budget 

deficit under 130 bln reais 

06-Dec-2018  
BRASILIA, Dec 6 (Reuters) - Brazil's President 

Michel Temer said on Thursday that his 
government will leave a primary budget 
deficit of less than 130 billion reais ($33.3 
billion) when he hands over to President-elect 
Jair Bolsonaro on Jan. 1. 

Temer told reporters that Brazil could take up to 
10 years to balance its federal budget. He urged 
Congress to pass his proposal for a minimum 
retirement age to advance the pension reform 

that his successor will inevitably have to tackle. 
 
(Reporting by Lisandra Paraguassú 
Writing by Anthony Boadle 
Editing by Chizu Nomiyama) 
(( anthony.boadle@tr.com +55 61 98204-1110; 
https://twitter.com/anthonyboadle; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Colombia 

Fitch sees fiscal risks for Colombia in 

2020 due to tax bill dilution  

04-Dec-2018  
BOGOTA, Dec 4 (Reuters) - Fitch credit rating 

agency on Tuesday expressed concern over 

Colombia's fiscal situation in 2020, because a 
diluted tax reform heading through congress 
forces the government to cut spending and 
pressures the deficit targets. 

The government last week made major changes 
to its tax bill, known as the financing law, 
leaving it with a little over half the 14 trillion 
pesos ($4.4 billion) it had initially sought as 

lawmakers refused to back a sales tax on basic 
foodstuff. 
Fitch said that although the nation will likely 
meet this year's fiscal deficit target of 3.1 
percent of GDP, meeting the 2019 goal of 2.4 
percent would require serious cuts in 
spending, and by 2020 the financing law 
would not have a positive effect. 

The financing law - which raises income tax on 
the middle class and high earners and reduces 

business taxes - could negatively affect public 
finances if oil prices do not improve and the 
economy fails to speed up. 
"There are downside risks for 2020 if the 
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offsetting factors prove less favorable than the 

authorities estimate – although the consolidation 

target is far less ambitious," Fitch said in a 
report, adding that the fiscal deficit target for 
2020 is 2.2 percent of GDP. 
"The net impact of the various tax measures 
will be close to zero in 2020 as the impact of 
corporate tax cuts is felt," Fitch said. 

In mid-November, Fitch maintained Colombia's 

sovereign risk rating at "BBB", while leaving the 
outlook stable, but noted that public debt 
remains sensitive to movements in the exchange 
rate and interest rates.  
 
(Reporting by Nelson Bocanegra, writing by Helen 
Murphy; editing by Diane Craft) 
(( helen.murphy@thomsonreuters.com ; +571-518-
5378; Reuters Messaging: 
helen.murphy.reuters.net@reuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Costa Rica 

Costa Rican legislature approves tax 

package to tackle debt  

04-Dec-2018  
By Alvaro Murillo 
SAN JOSE, Dec 3 (Reuters) - Costa Rica's 

legislative assembly on Monday approved a 
package of tax hikes and fiscal measures that 
President Carlos Alvarado hopes will reduce 
the Central American country's mounting debt 
burden and stave off the risk of credit rating 

downgrades. 

The series of fiscal changes, which includes 
higher income tax on salaries, a new capital 
gains tax and a shakeup in sales tax, aims to 
raise an additional $660 million in revenue, or 
about 1.5 percent of gross domestic product 
(GDP). 
In the past 10 years, public debt in Costa Rica 
has doubled and now stands close to 54 
percent of GDP. 

"This tax reform is coming late for the country, 
but the situation is unsustainable with the 

growth in debt," Finance Minister Rocio Aguilar 
told Reuters. 
A key plank of the tax reform is to convert the 

sales tax of 13 percent to a value added tax 
(VAT) at the same rate, which will increase the 
range of taxed products and services. 
The reform, which has sparked protests from 
some government workers, also creates new 
income tax brackets of up to 25 percent for top 
earners and a capital gains tax of 15 percent. 

The bill also imposes limits on public spending 
and cuts benefits for public sector workers. 
Worries about the country's ballooning debt 
have hammered its bonds and sent its colon 
currency CRC= plunging to a record low last 

month. Moody's and Fitch have warned they 
could cut Costa Rica's debt rating. 

At the end of November, Costa Rica's highest 
court backed the tax reform after it was 
challenged by some lawmakers. 

 
(Editing by Dave Graham; Editing by Michael Perry) 
(( dave.graham@thomsonreuters.com ; +52 1 55 
5282 7146; Reuters Messaging: 
dave.graham.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Moody's Downgrades Costa Rica's 

Ratings To B1 And Assigns Negative 

Outlook  

05-Dec-2018  
Dec 5 (Reuters) -  
Moody's downgrades Costa Rica's ratings to 
B1 and assigns negative outlook. 

Moody's -expects that Costa Rica's ongoing fiscal 
consolidation efforts will be insufficient to quickly 

and materially reduce its high fiscal deficits. 
Moody's on Costa Rica says debt metrics will 
continue to rise in the coming years and remain 
much higher than countries with BA ratings. 
Moody's -negative outlook reflects view that 
fiscal consolidation efforts present material 
implementation risks for costa Rica. 

Moody's -combination of higher debt, large 

deficits and rising interest costs have resulted in 
greater annual government funding needs for 
Costa Rica. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ecuador 

Ecuador seeks to renegotiate China 

debt, does not rule out IMF  

06-Dec-2018  

QUITO, Dec 6 (Reuters) - Ecuador plans to 

renegotiate the terms of its debt to China, 
President Lenin Moreno said on Thursday 
ahead of a trip to Beijing, adding that a deal 
with the International Monetary Fund (IMF) 
for additional financing was possible.  

China became the largest financier of the small 

OPEC nation in the past decade through loans, 
investment in infrastructure products and 

advances on crude oil purchases. But lower oil 
prices have complicated debt payments, and 
Moreno has sought to reduce the Ecuador's fiscal 
deficit since taking office in 2017. 
Ecuador's debt to China totals $6.5 billion, 
according to the Economy Ministry. 

While the Asian country's financial largesse 

helped spur growth across Latin America as 
populist leaders like Ecuador's former President 
Rafael Correa reaped the benefits of a 
commodities boom, recently elected right-
leaning governments and U.S. officials have 
expressed concern that the region is becoming 

financially dependent on China. 

"I will explain that we need an impetus for our 
development and that unfortunately the 
commitments that we made previously are not 
the best options for the country's progress," 
Moreno told local radio before his planned 
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meeting with Chinese President Xi Jinping next 

week. 

Ecuador under Moreno has also sought financing 
from multilateral lenders, investment banks and 
other countries. When asked about a potential 
IMF agreement, Moreno said, "absolutely 
nothing is off the table."  
The Andean nation is also considering hedging 

against falls in the price of oil to make the 
budget process more predictable, Moreno said.  
 
(Reporting by Alexandra Valencia; 
Writing by Luc Cohen;  
Editing by Sandra Maler) 
(( luc.cohen@thomsonreuters.com ; +58 424 133 
7696; Reuters Messaging: Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 

AFRICA 
 

Egypt 

Egypt foreign reserves rise to $44.513 

bln at end-November  

04-Dec-2018  
CAIRO, Dec 4 (Reuters) - Egypt's foreign 

currency reserves rose slightly to $44.513 
billion at the end of November from $44.501 
billion in October, the central bank said on 
Tuesday. 
The reserves have been climbing since Egypt 
secured a $12 billion, three-year International 

Monetary Fund loan programme in 2016 as part 
of efforts to attract foreign investors and revive 
its ailing economy. 
 
(Reporting by Yousef Saba 
Editing by Andrew Heavens) 
(( Yousef.Saba@thomsonreuters.com ; 
+201222184730) ) 
(c) Copyright Thomson Reuters 2018.  
 
 

Egypt to auction $1 billion one-year 

dollar T-bills on Monday  

06-Dec-2018  
CAIRO, Dec 6 (Reuters) - Egypt will auction $1 

billion worth of one-year dollar-denominated 
treasury bills next Monday, the central bank 

said on Thursday. 

The auction will be settled on Tuesday, the bank 
said. 
One-year bills worth about $1.15 billion are due 
to mature on the same day. The average yield 
on those bills was 3.495 percent. 
In the last dollar-denominated treasury bill 

auction, on Nov 19, the average yield was 3.697 
percent. 

 
(Reporting by Lena Masri; Editing by Toby Chopra and 
Patrick Werr) 
(( Lena.Masri@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 

 

Kenya 

Kenya to roll over $760 mln syndicated 

loan, cut budget deficit  

04-Dec-2018   
By George Obulutsa 
NAIROBI, Dec 4 (Reuters) - Kenya is in talks 

with lenders to roll over a $760 mln 
syndicated loan this fiscal year and lengthen 
its maturity in order to make debt repayments 
more manageable, a senior Treasury official 
said on Tuesday. 

The loan, which was initially for two years, was 

arranged by TDB bank, said Kamau Thugge, the 
principal secretary at the ministry of finance. 

The government aimed to increase the tenor of 
the loan to seven or 10 years, he said, adding 
that they had not yet struck an agreement with 
lenders whom he did not identify. 

"We will be going back to the international 
market to lengthen the maturities of the debts 
that are falling due. It does not increase our 
debt," Thugge told reporters. 
"It is just a rolling over of the syndicated loan. 
We are just rolling it over. There is no new 
debt." 

The government was however considering 
issuing a new Eurobond at a later date, part of 
efforts to raise 272 billion shillings in net 

external financing which is contained in this 
year's budget. 
"(That is) the one that we think is going to be 
the least costly and the one that we think we will 

be able to complete within this financial year," 
Thugge said, without giving more details on the 
amount or tenor. 
The East African nation's government has 
ramped up borrowing and spending recently, 
leaving it with a fiscal deficit that peaked at 7 
percent in the fiscal year ending in June, 
2018.  

Earlier, Thugge said in a presentation that the 
2019-20 (July-June) budget deficit was expected 
to fall to 4.7 percent of the gross domestic 

product from a revised 5.8 percent this fiscal 
year. 
The deficit was likely to drop to 2.8 percent of 
GDP by the 2022-23 fiscal year, he said at a 
public hearing on the budget. 

The government was likely to spend 2.81 trillion 
shillings ($27.40 billion) in the next fiscal year, 
up from a revised 2.47 trillion shillings in this 
financial year, the official said.  
In October, the International Monetary Fund 
said Kenya's risk of defaulting on debt 
repayments had increased to moderate from 
low, citing the government's public 
investment drive and revenue shortfalls in 

recent years. 

The National Treasury says the economy is 
expected to grow 6.2 percent in 2019, up from a 
forecast 6.0 percent this year.) 
 
($1 = 102.5500 Kenyan shillings) 
(Writing by Duncan Miriri, editing by Richard 
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Balmforth) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

 
 

Rwanda 

Rwanda's economy to grow 7.2 percent 

this year  

01-Dec-2018  
KIGALI, Dec 1 (Reuters) - The International 

Monetary Fund (IMF) said it expected 
Rwanda's economy to grow a projected 7.2 
percent this year, up from 6.1 percent last 
year. 

"Growth averaged 8.6 percent in the first half of 

2018 and, despite a temporary deceleration in 
Q2, remains in line with projections for 7.2 
percent for the year," it said in a statement late 
Friday. 
The east African nation's economic growth in the 
medium term was expected to remain at, or 
higher than, historical averages, based on 

tourism, new mining operations, more resilient 
agriculture, new and more diversified exports 
and the construction of a new airport. 
External balances and foreign reserve 

continued to improve, while the financial 
sector remains healthy, it said. 

Over two decades after the 1994 genocide, 

Rwandan president Paul Kagame has been hailed 
for the economic recovery but rights groups say 
he has muzzled independent media and 
suppressed opponents. The government rejects 
the criticism. 
 
(Reporting by Clement Uwiringiyimana; Editing by 
Omar Mohammed and Louise Heavens) 

(( Clement.Uwiringiyimana@thomsonreuters.com ; 
+250 784 031935; Reuters Messaging: 
Clement.Uwiringiyimana.thomsonreuters.com@reuters
.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

South Africa's gross spending up 2.3 

percent in third quarter  

04-Dec-2018  
PRETORIA, Dec 4 (Reuters) - South Africa's real 

gross domestic expenditure expanded by 2.3 
percent in the third quarter of 2018 after 
contracting by 0.7 percent in the second 
quarter, the statistics agency said on Tuesday. 

Household expenditure increased by 1.6 percent 

in the third three months of the year after 
contracting by 1.1 percent in the previous three 

months.  
Government expenditure was up 2.2 percent 
after growing by 0.8 percent in the previous 
quarter. 

Gross fixed capital formation contracted by 5.1 

percent from a 0.7 percent contraction 

previously.  

 
(Reporting by Olivia Kumwenda-Mtambo 
Editing by James Macharia) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Fitch Affirms South Africa At 'BB+'; 

Outlook Stable  

06-Dec-2018  
Dec 6 (Reuters) - Fitch Ratings: 
Fitch affirms South Africa at 'BB+'; outlook 
stable. 

Fitch says South Africa's ratings are weighed 
down by low growth potential, sizeable 

government debt, contingent liabilities. 
Fitch says South Africa's ratings are also 
weighed down by risk of rising social tensions 
due to extremely high inequality. 
Fitch says South Africa ratings supported by 
strong institutions, favourable government 
debt structure, deep local capital markets, 
healthy banking sector. 

Fitch says weak financial condition of state-
owned enterprises of South Africa constitutes 
a significant fiscal risk. 

Fitch says South Africa's low domestic savings 
rate and high reliance on potentially volatile 

portfolio inflow is a source of external risk. 
Fitch says South Africa's significant private-
sector short-term borrowing is also a source of 

external risk. 
Fitch on South Africa says financing from deep 
local capital markets could help compensate if 
foreign appetite dries up. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
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