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ASIA 
 

Fitch: Asia More Resilient Twenty Years 

after Financial Crisis  

07-Jul-2017  

HONG KONG/SINGAPORE, July 06 (Fitch) Asian 

economies are better equipped to weather 
external shocks and financial pressures owing 
to buffers built and reforms undertaken in the 
wake of the Asian Financial Crisis, which 
began twenty years ago this week, says Fitch 
Ratings. 

The shift from fixed to more flexible exchange 
rates is one of the key differences from 1997. 
The four hardest-hit countries - Korea, 

Indonesia, Malaysia and Thailand - had fixed 
or heavily managed currencies at the time. 
This allowed exchange-rate misalignments to 
build and exposed the countries to speculative 
attacks, like the one that triggered the sharp 
devaluation of the Thai baht that set off the 
crisis. 

Most Asian economies are also less reliant on 
net capital inflows, with current-account 
surpluses rather than deficits now the norm. Of 

the crisis-struck countries, only Indonesia runs a 

current-account deficit, which at 1.8% of GDP is 
smaller than the deficits in the lead-up to 1997. 
Thailand, for example, ran a deficit of 8.0% of 
GDP in 1996, Malaysia and Korea around 4.0% 
and Indonesia 2.8%. 

Meanwhile, most central banks have built 
foreign-exchange reserves to levels allowing for 
significant scope to service external debts and, if 
they see a need, support currencies. In any 
case, exchange-rate depreciation is no longer 
the threat it once was to the health of Asian 
economies due to generally lower external-debt 

ratios and more widespread use of foreign-
exchange hedging. The cost of servicing foreign-
currency debt soared when currencies collapsed 

in 1997, causing a sharp rise in defaults with 
serious consequences for banking systems. 
Banking sector supervision has also improved 
significantly. Lending standards and buffers 

against losses are stronger and balance sheets 

are more transparent. Moreover, Asian banks 

tend to fund their lending out of deposits - 
rather than relying on wholesale funding - 
making them more resilient to tighter market 
liquidity. Close relationships between banks and 
companies, which were at the core of the 
financial crisis, still exist to varying degrees, but 
in most countries they are not as cosy or 

pervasive as twenty years ago. 
Regulators have become more active in other 
ways too. For example, macro-prudential 
tightening has cooled activity in several Asian 
housing markets during the last decade. A 
potential housing bubble appears to have been 

deflated in Singapore and while prices have 
continued rising in other markets - most notably 
Hong Kong - the tight regulatory stance has kept 
loan-to-valuation ratios low and protected banks 
against property-price shocks. 
This is not to say the region is without risks. In 
addition to asset-price increases, a rapid build-

up of household and corporate debt - mostly 
denominated in local currencies - during ten 
years of ultra-loose global monetary policy has 
created financial hazards. Private sector debt-

to-GDP ratios are now close to, or above, 
levels seen during the Asian Financial Crisis in 

most economies. This makes financial systems 

sensitive to changes in economic conditions, 

particularly unemployment and real interest 
rates. 
The region is also significantly more dependent 
on China, which has become one of the largest 
trading partners of most Asian economies. 
Financial fragility and leverage continue to 

increase in China and we expect slowing growth 
in coming years. The risks of an outright crisis 
are mitigated by several factors, including 
China's relatively closed capital account and the 
significant proportion of banks and borrowers 
that are owned or heavily influenced by the 
state, which guards against the kind of collapse 

in creditor confidence that might trigger a 
financial crisis. Nevertheless, a sharp slowdown 

in China is one of the biggest risks to the rest of 
the region. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 

mailto:Publicdebtnet.dt@tesoro.it
mailto:leslie.tan@fitchratings.com
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Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 

www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
Additional information is available on 
www.fitchratings.com 
 
 

Bangladesh 

Bangladesh foreign exchange reserves 

hit record at end-June  

02-Jul-2017  
DHAKA, July 2 (Reuters) - Bangladesh's foreign 

exchange reserves hit a record $33.49 billion 
at the end of June, the central bank said on 
Sunday, up $1.24 million from the previous 
month. 

The reserves are sufficient to cover about 10 

months' worth of imports for the country of 160 
million people, and are $3.45 billion higher than 
a year ago. 
Steady garment exports and remittances from 
Bangladeshis working overseas, the key drivers 
of the country's more than $200 billion 

economy, have helped foreign exchange 
reserves grow steadily in recent years. 
 
(Reporting by Ruma Paul) 
(( ruma.paul@thomsonreuters.com ; +880 2 
58315303; Reuters Messaging: 
ruma.paul.thomsonreuters.com@reuters.net )) 
 
 

China 

China opens local bond ratings to 

global agencies  

04-Jul-2017  
SHANGHAI, July 4 (Reuters) - The People's 

Bank of China (PBOC) has published rules 
allowing foreign rating agencies to assess the 
credit risks of the country's bonds, a move 
that could promote deeper risk assessment 
and pricing in the nation's huge corporate 
debt market. 

Under the previous framework, global ratings 
agencies could only have minority stakes in 
joint-venture operations in the country and 

could not issue ratings on local bonds. 
Foreign credit rating agencies must now be 
registered under the PBOC, have a certain level 
of experience, have sound corporate governance 
and be generally accepted by qualified 
institutional investors, according to the notice, 
which was published on the central bank's 

website on Monday evening. 
To qualify, the foreign credit ratings agency 
must not have been involved in any major 
illegal acts in the past three years and not be 
subject to any investigations for illegal 
activity, the notice added. 

"We are strongly committed to playing a part in 

the development of China's domestic bond 

market," Standard & Poor's said in an emailed 

statement. 
"We are reviewing the newly-released rules 
relating to the interbank bond market and will 
engage with regulators and other relevant 
stakeholders to determine how we can best 
serve the market." 

Fitch Ratings declined to comment, while 
Moody's Investors Service was not immediately 
available for comment. 
In December last year, the Ministry of 
Commerce and the National Development and 
Reform Commission - the government's top 

planning agency - jointly published draft foreign 
investment guidelines aimed at removing 
restrictions on credit investigation and ratings 

services. 
 
(Reporting by Engen Tham and Andrew Galbraith; 
Editing by Sam Holmes) 
(( matthew.miller1@thomsonreuters.com ;)) 
 
 

Fitch: Bond Connect Supports China's 

Efforts to Boost Inflows  

06-Jul-2017  
ENPNEWSWIRE-(C)2017 ENPUBLISHING 
Release date- 04072017 - The 'Bond Connect' 

scheme that provides a new channel for 
foreign investors to access China's onshore 
interbank bond market (CIBM) is another 
example of the authorities' recent efforts to 
encourage portfolio inflows, and may help put 
renminbi internationalisation back on track 
after a lack of progress in recent years, says 
Fitch Ratings. 
The scheme, launched on 3 July, is part of 
broader government reforms to open up China's 

onshore bond market, the third largest in the 
world after the US and Japan. Since February 
2016 foreign institutional investors approved by 
the regulator have had access to CIBM through 
the CIBM Direct scheme which imposes no quota 
limitations or restrictions on repatriation, unlike 
previous schemes. 

Foreign participation in China's bond market has 
risen in response to this liberalisation, but 
remains low by regional standards. Foreign 
holdings of Chinese government bonds had 
increased to 3.9% by end-May 2017, up from 
3% a year earlier, while external holdings of 

policy financial bonds had risen to 2.3% from 
1.7%. Foreign participation in the total onshore 
market is even lower. In comparison, the share 
of government bonds held externally was 25.6% 
in Malaysia, 10.5% in Korea and 10.5% in 
Japan, according to the Asian Development 
Bank. 
The Bond Connect scheme should facilitate 
higher foreign ownership of onshore bonds 
over the medium term. Bond Connect's main 
advantage over CIBM Direct is that regulatory 
approval is not required to invest in fixed-
income products in CIMB. Foreign institutional 
investors only need to set up a Bond Connect 
account with a participating Hong Kong bank. 

mailto:Publicdebtnet.dt@tesoro.it
mailto:wailun.wan@fitchratings.com
http://www.fitchratings.com/
http://www.fitchratings.com/
mailto:ruma.paul@thomsonreuters.com
rm://ruma.paul.thomsonreuters.com@reuters.net/
mailto:matthew.miller1@thomsonreuters.com
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Investors will convert foreign currency to 

offshore yuan (CNH) to invest in onshore bonds. 

The scheme will also allow investors to use a 
familiar online platform to trade in the CIBM. 
Improved foreign access to the onshore bond 
market may encourage wider inclusion of 
Chinese bonds in major indices, which could 
further boost foreign investment. Bond Connect 

should also bolster growth of fixed-income 
professionals capable of selling Chinese 
securities to foreign investors, which will be 
important in expanding foreign participation. 
However, the government is likely to continue 
to tread carefully over broader capital account 
liberalisation, given the potential risks that 
net outflows could pose to financial stability. 
Accordingly, Bond Connect does not yet allow 

Chinese investors to buy overseas bonds - it is 
north-bound only - which is in keeping with our 
view that the authorities will remain cautious 
towards removing outflow restrictions, while 
loosening those on inflows only gradually. 
Bond Connect also limits foreign investors' 

ability to engage in onshore currency arbitrage, 
restricting access to onshore rates and FX 
derivatives. Bond Connect investors can instead 
hedge Chinese treasury rates through the Hong 
Kong Exchange and offshore FX rates via the 
OTC market. However, trading costs associated 
with offshore instruments can be high, and will 

be influenced by investors' views on CNH. 
Portfolio liquidity management will be important 

to Bond Connect investors as repurchase 
agreements cannot yet be conducted through 
the scheme. As such, we expect funds to be 
invested primarily in liquid instruments, such as 

government bonds, policy bank bonds and 
negotiable certificates of deposit. Bond Connect 
investors will have access to state-owned 
unlisted 'enterprise bonds' traded on the CIBM, 
but not to corporate bonds issued in the 
exchange markets. 
Hong Kong banks participating in Bond 

Connect are likely to generate additional fee 
and FX income, but could also face increased 
operational risks and costs, owing to 
compliance, reporting and trade-settlement 

obligations. Larger banks could purchase and 
sell bonds via Bond Connect as part of their 
balance-sheet management, but we do not 
expect this to result in a significant increase in 
system-wide mainland China exposure. 

 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
©Thomson Reuters 2017. All rights reserved.  
 
 

Foreign holdings of Chinese debt up for 

4th straight month in June  

07-Jul-2017  
SHANGHAI, July 7 (Reuters) - Foreign investors 

increased their holdings of Chinese bonds for 
a fourth consecutive month in June, official 
data showed, as comparatively high yields 

and central bank efforts to stabilise the 
currency bolstered local debt appeal. 

Overseas investors' holdings of Chinese treasury 

bonds rose 20 billion yuan ($2.94 billion) in 
June, bringing their total holdings of the 
securities to 449 billion yuan, according to 
Reuters' calculations based on data from China 
Central Depository and Clearing Co (CCDC), the 
official bond clearing house. 

Foreign investors increased their holdings of all 
types of Chinese debt by 29.1 billion yuan in 
June to 803.7 billion yuan. The purchases mean 
foreign holdings of Chinese debt increased 24.8 
billion yuan from January through the end of 
June, compared with a net decrease of 4.2 

billion yuan through the end of May. 
Market watchers say that relatively high 
yields on Chinese government bonds and 
moves by the People's Bank of China (PBOC) 
to reduce expectations of yuan depreciation 
make the onshore market increasingly 
attractive to foreign investors. 

"On the currency side, we are getting more 
constructive," said Pheona Tsang, head of fixed 
income at BEA Union Investment Management, 

highlighting the PBOC's introduction in late May 
of a "counter-cyclical" factor to determine the 
yuan's daily fixing. 
"Besides this, I think the fundamental factors 
are also more constructive. We see the slowing 
of capital outflows as well as fading U.S. dollar 

strength." 

Yields on benchmark 10-year Chinese 
government bonds were at 3.592 percent on 
Monday, up 93 basis points from lows hit in late 
October 2016, but down 11 basis points from 
recent highs in May. 
The yuan rose 2.4 percent against the U.S. 

dollar in the first half of 2017. 
The increase in foreign bond holdings in June 
comes as China takes steps to internationalise 
its debt market. Earlier this week, its Bond 
Connect programme launched its initial 
"Northbound" phase, which allows overseas 
participants to invest in China's onshore bond 

market. 
 
($1 = 6.8017 Chinese yuan) 
(Reporting by Andrew Galbraith; Editing by Sam 
Holmes) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
 
 

India 

India bonds slump after central bank 

announces open market bond sale  

03-Jul-2017  

MUMBAI, July 3 (Reuters) - Indian government 

bonds yields rose sharply on Monday after the 
central bank announced an open market sale 
of debt to remove some of the excess cash left 
at lenders because of the government's 

mailto:Publicdebtnet.dt@tesoro.it
mailto:leslie.tan@fitchratings.com
mailto:wailun.wan@fitchratings.com
mailto:Andrew.Galbraith@tr.com
rm://andrew.galbraith.thomsonreuters.com@reuters.net/
https://twitter.com/apgalbraith
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removal of a big part of currency bills last 
year.  

The Reserve Bank of India said late on Friday it 

will sell 100 billion rupees ($1.55 billion) of 
government bonds on Thursday. 
The new 10-year bond jumped as much as 11 
basis points to 6.62 percent in early trade, its 
highest level since June 7, from its close of 
6.51 percent.  

Traders said the timing of the open market sale 

was a surprise as markets had expected it to 
happen in August to coincide with the time when 
the RBI must pay a hefty dividend to the 
government.  
The RBI has so far resorted to selling short-end 
securities through a special scheme to drain out 
some of the excess cash, a method that was 

seen as less disruptive. 
 
($1 = 64.6350 Indian rupees) 
(Reporting by Suvashree Dey Choudhury; Editing by 
Rafael Nam) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n
et )) 
 
 

India central bank raises foreign 

investment limits in bonds, tweaks 

rules  

03-Jul-2017  

MUMBAI, July 3 (Reuters) - The Reserve Bank 

of India on Monday increased the investment 

limits by foreign investors in government 
bonds by 110 billion rupees ($1.70 billion) to 
2.42 trillion rupees, while also tweaking rules 
to attract more long-term investments. 

As part of the additional limits, the RBI 
increased the limits for the "general" category 
by 28 billion rupees to 1.88 trillion rupees, and 
the limits for the "long-term" category by 82 
billion rupees to 543 billion rupees.  

The revisions will be effective from July 4, 2017, 
RBI added.  
As part of its occasional changes to 
investment rules, the RBI also said 75 percent 
of the future increases in limits for foreign 
investors will be allocated to the "long-term" 
category and 25 percent for "general." 

The RBI added it would end the practice of 
transferring unutilised limits from the "long-

term" category to the "general" category. 
 
($1 = 64.8500 Indian rupees) 
(Reporting by Abhirup Roy; Editing by Rafael Nam) 
(( abhirup.roy@thomsonreuters.com ; + 91 22 6180 
7067; Reuters Messaging: 
abhirup.roy.thomsonreuters.com@reuters.net )) 
 
 

India Bonds Likely Lower Tracking 

Gains In U.S. Yields  

04-Jul-2017  
By Mrigank Dhaniwala 
NewsRise 
MUMBAI (Jul 04) -- Indian government bond 

prices are likely to fall following a rise in U.S. 
Treasury yields, as upbeat U.S. manufacturing 

data boosted expectations the Federal 
Reserve would raise rates again this year. 

The yield on the benchmark 6.79% bond 
maturing in 2027 is likely to trade in a 6.53%-
6.58% band today, a trader with a private bank 
said. The note had closed at 101.70 rupees, its 
lowest since Jun. 7, yielding 6.55%, yesterday.  
“U.S. yields are higher and that will lead to 
continued selling by foreign players,” the 
dealer said. “Domestic banks may, however, 
add positions if local yields rise.” 

The Institute for Supply Management said its 
index of national factory activity rose to 57.8 
last month from 54.9 in May and against a 
Reuters poll of 55.2. U.S. Treasuries were also 
sold off ahead of the non-farm payrolls data for 

June, due on Jul. 7. 
BofA Merrill Lynch Global Research expects the 
Fed to hike rates in December. 
Meanwhile, the Reserve Bank of India 
yesterday increased the limit for foreign 
investments in government bonds by 110 
billion rupees for the July-September quarter.  

The limits for foreign investment in state 

development loans will also be increased by 61 
billion rupees for the quarter, according to a 
notification on the RBI website. The revised 
limits will be effective from today.  
The central bank will auction four notes worth 
180 billion rupees on Jul. 7 as part of the federal 

government’s borrowing programme. It will also 

sell bonds worth up to 100 billion on Jul. 6 as 
part of the ‘open market operations’ to withdraw 
excess liquidity from the banking system.  
Traders expect more open market bond sales in 
coming weeks.  
KEY FACTORS:  
*U.S. Treasury prices fell, with the yield on 

the 10-year note at 2.35% 
*Benchmark Brent crude oil contract at 
$49.42 per barrel against $49.62 at previous 
close  
*RBI to conduct 14-day term-repo auction for 
205 billion rupees 
*RBI to conduct 7-day, 14-day and 28-day 
variable rate reverse repo auctions 

 
- By Mrigank Dhaniwala; 
mrigank.dhaniwala@newsrise.org; +91-22-61353306 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research &  

 
 

Indonesia 

Indonesia sells 1.67 trln rupiah of 

Islamic bonds, below target  

04-Jul-2017  

JAKARTA, July 4 (Reuters) - Indonesia's finance 

ministry sold 1.67 trillion rupiah ($125 
million) of Islamic bonds at an auction, below 
the indicative target of 5 trillion rupiah, its 
financing and risk management office said on 
Tuesday. 

mailto:Publicdebtnet.dt@tesoro.it
mailto:suvashree.dchoudhury@thomsonreuters.com
rm://suvashree.dchoudhury.thomsonreuters.com@reuters.net/
rm://suvashree.dchoudhury.thomsonreuters.com@reuters.net/
mailto:abhirup.roy@thomsonreuters.com
rm://abhirup.roy.thomsonreuters.com@reuters.net/
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The weighted average yield for Islamic T-bills 

maturing in January 2018 was 5.51818 percent. 

The project-based sukuk maturing in May 2019 
had a weighted average yield of 6.85938 
percent, higher than the previous auction's 
6.80000 percent on June 13. 
The weighted average yield for the project-
based sukuk maturing in May 2021 was 
7.09959 percent. 

The highest bid-to-cover ratio was 8.25 for 
the project-based sukuk maturing in May 
2019. 

There were no winning bids for project-based 
sukuk maturing in August 2023 and November 
2031. 
Total incoming bids on Tuesday were 7.82 
trillion rupiah, lower than the previous auction's 

8.65 trillion rupiah. 
 
($1 = 13,360 rupiah) 
(Reporting by Nilufar Rizki; Editing by Gopakumar 
Warrier) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Israel 

Israel conducts $120 million dollar-

shekel hedging transaction  

03-Jul-2017  
JERUSALEM, July 3 (Reuters) - Israel's 

government made a hedging transaction 
worth $120 million on Monday to protect its 
foreign debt from a weakening dollar, the 
Finance Ministry said. 

It noted that at the end of the first quarter, 
Israel's government had foreign currency debt of 
about $28 billion -- $23 billion of which is dollar 
denominated, or 84 percent. 
The shekel appreciated nearly 1 percent against 

the dollar on Monday to a rate of 3.4930, 
holding at its strongest level since August 2014.  
"Hedging foreign currency debt is part of the 
(ministry's) strategic plan to reduce exposure 
to foreign currency and to increase certainty 
in the government debt and the interest 
budget, which is supported by tactical market 
conditions," said Accountant-General Rony 
Hizkiyahu.  

Finance Minister Moshe Kahlon said the 
continued weakness of the dollar is damaging to 
local producers "and obliges us to act with all 
means at our disposal." 
The Bank of Israel also buys foreign currency in 
the open market from time to time to stem the 
dollar's decline, which harms Israeli exporters. 

 
(Reporting by Steven Scheer; Editing by Maayan Lubell 
and Toby Chopra) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer)) 
 

 

Philippines 

Philippines needs to prepare for end of 

global easy money  

03-Jul-2017  
•Central bank Gov begins six-year term 
•Central bank Gov says will "fine-tune" policy 
•Cut in reserve requirements not happening 
immediately 

MANILA, July 3 (Reuters) - The Philippines' 

new central bank governor, Nestor Espenilla, 
warned of the potentially "far-reaching" 
impact of advanced economies' exits from 
their accommodative monetary policies, on his 

first day as the head of the bank. 

Espenilla, who previously headed banking 
supervision in the Philippines, began his six-year 
term as President Rodrigo Duterte's 
administration prepares for a six-year, $180 
billion spending spree on infrastructure, in a bid 
to sustain galloping growth. 

While the country's growth prospects remain 
positive, Espenilla said the central bank needs to 
be mindful of potential vulnerabilities to ensure 
the economy remains on solid ground.  
"We have to be prepared for the seemingly 
imminent wind-down of ultra-easy monetary 
policies in advanced economies," said Espenilla, 

who took over from the well-respected Amando 
Tetangco after a 12-year tenure. 
The U.S. Federal Reserve has been raising 
rates and is looking to start reducing its 
massive balance sheet. At the same time the 
European Central Bank and even the Bank of 
Japan are cautiously looking to the end of 
monetary easing. 

Global markets took fright at the Federal 

Reserve's first hint that it might taper its 
monetary expansion policy in 2013. That so-
called taper tantrum sent bond yields up sharply 
and sowed turmoil in world markets from Rio de 
Janeiro to Jakarta. 
"We need to be mindful of such events and their 
potentially far-reaching consequences since 

these could undermine our economic 

performance and disrupt our carefully-laid 
plans," Espenilla said in a speech. 
The Philippines, which has enjoyed 73 quarters 
of uninterrupted growth, continues to enjoy 
manageable inflation, that has allowed 

policymakers to leave policy settings unchanged 
since a 25 basis-point hike in rates in September 
2014. 
Espenilla said the central bank would continue to 
"fine-tune" its monetary policy to make it "more 
market-oriented", which would entail a constant 
review of policy tools, including banks' reserve 

requirements and the interest rate corridor.  
He added banks' current required reserves, 

currently at 20 percent, would have to be 
lowered eventually, but that this would not 
happen immediately.  
"We need to find a path to lower the reserve 
requirement without compromising on price 

stability," he said. 
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"Remember, when we built up the reserves, 
this was largely during the time of the global 

financial crisis. So that's the flip side of the 

global financial crisis... There will come a time 
when we need to manage that as well and 
reduce the size of the balance sheet of the BSP," 
Espenilla said.  
The Bangko Sentral ng Pilipinas' first policy 
meeting under Espenilla will be on Aug. 10. 

He pledged to work with other agencies to 
develop the debt market to support the 
infrastructure plan. 
The 58-year old career central banker also 
promised greater access to financial services to 
ensure the benefits of growth are broadly felt. 

 
(Reporting by Enrico dela Cruz; Writing by Karen 
Lema; Editing by Sam Holmes) 
(( karen.lema@thomsonreuters.com ; +632 841-
8938; Reuters Messaging: 
karen.lema.thomsonreuters.com@reuters.net )) 
 
 

Qatar 

Moody's changes Qatar's outlook to 

negative, affirms Aa3 rating  

04-Jul-2017  
July 4 (Reuters) - Moody's: 
Moody's changes Qatar's rating outlook to 
negative, affirms Aa3 rating. 
Moody's says changed outlook on Qatar's 

rating to negative from stable and affirmed 
the long-term issuer and senior unsecured 
debt ratings at Aa3. 

Moody's, on Qatar, says key driver for outlook 
change to negative is economic, financial risks 
arising from dispute between Qatar and group of 
countries. 
Moody's, on Qatar, says likelihood of prolonged 

period of uncertainty extending into 2018 has 
increased; quick resolution of dispute unlikely 
over next few months. 
Moody's says Qatar's long-term foreign-
currency bond and deposit ceilings remain 
unchanged at Aa3. 
Moody's says Qatar's short-term foreign-
currency bond and deposit ceilings remain 
unchanged at P-1. 

Moody's says while Qatar's hydrocarbon exports 
not affected at this stage by dispute, there are 
reports of disruptions to some non-hydrocarbon 
exports. 
Moody's, on Qatar, says as long as hydrocarbon 
exports not disrupted, ongoing dispute will not 
affect majority of forex receipts in current 

account balance. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 

EUROPE 

 

Bosnia 

Bosnian region aims to raise $58 

million in Q3 debt auctions  

04-Jul-2017  
SARAJEVO, July 4 (Reuters) - Bosnia's 

autonomous Serb Republic aims to raise 100 
million Bosnian marka ($58.1 million) in the 
third quarter, Finance Ministry data showed 
on Tuesday, to help pay maturing debt in the 
absence of cash from the International 
Monetary Fund. 

The region will hold auctions of six-month 

treasury bills worth 15 million marka each on 
July 5 and Aug. 7 and 10 million marka on Sept. 
18. It also plans to issue 25 million marka of 10-

year bonds on Aug. 2 and 35 million marka of 
seven-year bonds on Sept. 7. 
The Serb Republic has stepped up debt sales 
to help plug a budget gap and finance 
maturing debt after the IMF suspended loan 
disbursements because of delays to reforms 
at national and regional levels.  
The lender has withheld 80 million euros ($90 
million) earmarked under its 553 million euro 

loan deal for Bosnia. 

While the IMF distributes the loan payments to 
Bosnia's central government, the country's two 

autonomous regions, the Serb Republic and the 
Bosniak-Croat Federation, are its main 
beneficiaries. 
 
($1 = 0.8816 euros) 
($1 = 1.720 Bosnian marka) 
(Reporting by Maja Zuvela; editing by John 
Stonestreet) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 
 
 

Bosnia's Serb Republic raises 12.2 mln 

euro in 1-yr T-bonds  

05-Jul-2017  

BANJA LUKA (Bosnia and Herzegovina), July 5 
(SeeNews) – Bosnia's Serb Republic raised 

23.8 million marka ($13.8 million/12.2 million 
euro) in an auction of one year Treasury bills 
on the Banja Luka bourse, well above its 
target of 15 million marka, the finance 
ministry said on Wednesday. 

The T-bills were sold at an average weighted 

price equal to 99.2577% of par, while the 
average yield was 0.7499%, down from a yield 
of 1.0054% achieved at a similar auction held on 
January 30, the finance ministry said in a bourse 
filing. 
The Serb Republic is one of two autonomous 

entities that form Bosnia and Herzegovina. The 

other one is the Federation. 
 
(1 euro=1.95583 marka) 
Copyright 2017 SeeNews. All rights reserved. 
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Bulgaria 

Bulgaria pays back 950 mln euros of 

maturing Eurobonds  

07-Jul-2017  
SOFIA, July 7 (Reuters) - Bulgaria has repaid 

950 million euros ($1.1 billion) of a five-year 
Eurobond in an operation that further reduces 
the Balkan country's public debt, the finance 
ministry said on Friday. 

The Balkan country does not plan to tap 
international markets this year, and the ministry 

said the repayment will bring the public debt-to-
GDP ratio, one of the lowest in the European 

Union, to 24 percent from 25.9 percent at 
present. 
Bulgaria raised 2.0 billion euros from the global 
markets in 2016, putting the money aside to 
prop up banks, but as such support was not 

needed, the ministry used part of the proceeds 
to repay maturing Eurobonds. 
 
($1 = 0.8757 euros) 
(Reporting by Tsvetelia Tsolova; Editing by Hugh 
Lawson) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
 
 

Croatia 

Croatia to issue domestic bond on July 

7  

04-Jul-2017  
ZAGREB, July 4 (Reuters) - Croatia will issue a 

domestic bond on July 7, with the size 

determined by the level of demand, one of the 
arrangers said on Tuesday. 

"The books open on Wednesday at 0700 GMT. 
The final amount will be determined at a later 
stage depending on the demand among 
investors," the arranger said. 
The bond will have a 15-year maturity and will 

be denominated in the local kuna currency and 

indexed to the kuna's exchange rate against the 
euro. 
Four major local banks are among the 
arrangers and are expected to target 
insurance groups and pension funds with 300-
500 million euros ($340-567 million) of paper. 

This year, Croatia refinanced a local bond in 
February and an international issue in March. 

It also has to refinance a local bond worth 4 
billion kuna ($612 million) that matures in 
November. 
 
($1 = 0.8818 euros) 
($1 = 6.5324 kuna) 
(Reporting by Igor Ilic; Editing by Mark Potter) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 

 

Croatia places 3 bln kuna (404.8 mln 

euro) 15-year bond, yield at 3.30%  

05-Jul-2017  
ZAGREB (Croatia), July 5 (SeeNews) - Croatia 

has placed a 3 billion kuna ($458.7 
million/404.8 million euro) 15-year bond on 
the domestic capital market, with a yield to 
maturity of 3.30%, the finance ministry said 
on Wednesday. 
The books on the bond, denominated in the 
kuna currency and indexed to kuna's exchange 
rate to the euro, were opened between 9.00 am 
and 12.30 pm on Wednesday, the finance 

ministry said in a statement. 
The bond, maturing on July 7, 2032, bears an 
interest rate of 3.25%. 

The issue was arranged by Erste & 
Steiermärkische Bank, Privredna banka Zagreb, 
Raiffeisenbank Austria and Zagrebacka banka. 
 
(1 euro=7.41085 kuna) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Hungary 

Hungary posts 697.9 bln forint June 

budget deficit  

06-Jul-2017  

BUDAPEST, July 6 (Reuters) - Hungary posted a 

697.9 billion forint ($2.57 billion) budget 
deficit in June after a 91.9 billion forint deficit 
in May, the Economy Ministry said on 
Thursday, adding that the 2017 deficit target 
of 2.4 percent of economic output was "safely 

achievable". 

In the first half of the year the deficit widened to 
911.2 billion forints from 402.1 billion in the 
same period a year ago, the ministry said. 
The jump in the deficit is mostly due to 
increased co-financing of European Union funded 
projects, interest payments on state debt, and 

an increase in home construction subsidy 
payments, the ministry said. 

 
($1 = 271.9500 forints) 
(Reporting by Marton Dunai and Sandor Peto) 
(( marton.dunai@tr.com ; +36-1-327-4742; 
https://twitter.com/mdunai; Reuters Messaging: 
marton.dunai.thomsonreuters.com@reuters.net )) 
 
 

Ministry of National Economy of 

Hungary - Larger amount of EU-project 

disbursements and housing subsidies 

caused state budget deficit to rise in 

June 2017  

06-Jul-2017  
As a result of the pre-financing of the rising 
number of EU-funded projects, interest 
payments and housing subsidies, the central 
sub sector of the state budget accumulated a 
deficit of HUF 911.2bn in the first half of the 
year. The deficit is line with prior projections, 
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and the ESA deficit target of 2.4 percent is set 
to be attained by year-end.  

Within the above figure, the central budget and 

Social Security Funds closed the month with 
deficits of HUF 902.4bn and HUF 110.5bn, 
respectively, while Extra-Budgetary State Funds 
posted a surplus of HUF 101.7bn. In the 
corresponding period of the previous year, the 
central sub sector of the state budget had a 

deficit of HUF 402.1bn. In the month of June 
2017, the sector's deficit was HUF 697.9bn.  
Three main factors must be noted in the 
analysis of the observed period. This year, 
domestic payments aimed to pre-finance EU-
funded projects increased substantially, to 

total HUF 1046.2bn. As the amount disbursed 
for the same purpose in the corresponding 

period of the previous year was HUF 467.4bn, 
the current higher amount shows that 
development policy objectives are set to be 
achieved this year. It must be added though 
that incoming EU funds are still markedly below 
the amount of EU project-related expenditures. 
Compared to last year, housing subsidies have 

soared, and this signals the success of the 
Government's housing policy. In the case of 
interest payments, in June they became due at 
bonds with various maturities.  
On the revenue side, those related to 
employment (personal income tax and payroll 

taxes) were higher than projected. As the flat-
rate tax of small enterprises (KATA) is gaining 

popularity, revenues were also higher from this 
levy.  
Thanks to the Government's employment policy 
measures, more and more people have a job 
and real wages are on the rise, and thus the 

disposable income of households is also 
increasing. This drives consumption and savings 
growth, which two factors signal that the 
standard of living has been improving in 
Hungary.  
 
(Ministry for National Economy)  
Ministry of National Economy of Hungary published 

this content on 06 July 2017 and is solely responsible 
for the information contained herein. 
Original document 
http://www.kormany.hu/en/ministry-for-national-
economy/news/larger-amount-of-eu-project-
disbursements-and-housing-subsidies-caused-state-
budget-deficit-to-rise-in-june-2017  
(C) Copyright 2017 - Ministry of National Economy of 
Hungary 
 
 

Macedonia 

Macedonian central govt debt rises in 

Q1  

03-Jul-2017  

SKOPJE (Macedonia), July 3 (SeeNews) - 
Macedonia's central government debt 
increased to 3.89 billion euro ($4.42 billion) 
at the end of the first quarter of 2017, from 
3.85 billion euro at the end of 2016, according 

to data from the finance ministry. 

The debt was equivalent to 37.8% of the 

projected gross domestic product (GDP) at the 

end of March, compared to 39.1% at the end of 
December 2016. 
 
($ = 0.8793 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Macedonia sells 1.67 bln denars (27.3 

mln euro) in govt paper, coupons flat  

04-Jul-2017  
SKOPJE (Macedonia), July 4 (SeeNews) - 
Macedonia's finance ministry raised on 
Tuesday a combined 1.67 billion denars ($31 

million/27.3 million euro) in four issues of 
government securities with different 
maturities, below its target of 1.72 billion 
denars, the central bank, NBRM, said. 

The coupon of all the issues was unchanged 
from previous similar auctions. 
NBRM sells government securities on behalf of 
the finance ministry through volume tenders, in 
which the price and coupon are fixed in advance 

and primary dealers only bid with amounts. 
Government securities with a euro clause are 
issued and sold in denars and indexed to the 
euro. 
 
(1 euro = 61.39 denars) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Romania 

Romania sells 300 mln lei (65 mln 

euro) in 2027 T-notes, yield rises  

06-Jul-2017  
BUCHAREST (Romania), July 6 (SeeNews) - 
Romania on Thursday sold a planned 300 
million lei ($74.05 million/65.4 million euro) 
worth of Treasury notes maturing on July 26, 
2027, central bank data showed. 

The average accepted yield was 3.97%, up from 
3.68% achieved at the previous auction of 

government securities of the same issue held in 
May, the data indicated. 
Demand for the T-notes, which carry an annual 
coupon of 5.80%, rose to 1.07 billion lei from 
715.4 million lei in the May auction. 
The issue will be reopened on Friday when the 
finance ministry hopes to raise 45 million lei in a 

non-competitive tender. 
Romania's finance ministry plans to auction 5.1 
billion lei in government securities and to sell an 
additional 510 million lei in non-competitive 
offers in July. 
In June, the finance ministry sold 5.235 billion 
lei and in domestic debt paper, an additional 

515 million lei in non-competitive offers and 
100 million euro ($114 million) in foreign 
currency debt paper, in line with target. 

So far this year, the finance ministry has sold 
some 2.3 billion lei, 340 million euro worth of 
bills and bonds and has tapped foreign markets 
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for 1.75 billion euro of 2027 and 2035 

Eurobonds. 

Earlier in June, the ministry said it plans to sell 
7.5 billion euro worth of eurobonds on the 
international markets in the following two years. 
At the beginning of March, the ministry said it 
plans to sell about 2.5-3.0 billion euro worth of 
Eurobonds on the international markets and 

some 48-50 billion lei worth of leu-denominated 
domestic debt this year. 
 
(1 euro=4.5869 lei) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Serbia 

IMF sees Serbia's budget deficit at 1.1 

pct of GDP this year  

05-Jul-2017  
BELGRADE, July 5 (Reuters) - The International 

Monetary Fund has revised down its forecast 
for Serbia's 2017 budget deficit to 1.1 percent 
of GDP from 1.7 percent, head of the IMF 
mission to Serbia James Roaf told a news 
conference on Wednesday. 

He also said Serbia's debt was falling "faster 
than originally expected". 
 
(Reporting by Ivana Sekularac; Writing by Marja 

Novak; Editing by Catherine Evans) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
 
 

IMF urges Serbia to speed up 

privatisation of state-owned firms  

05-Jul-2017  

By Ivana Sekularac 
BELGRADE, July 5 (Reuters) - Serbia's economy 

has strengthened over the past three years 
but the government must accelerate 
privatisation of poorly managed state firms 
and cut a bloated public sector to achieve 
sustainable growth, the IMF said on 
Wednesday. 

The head of the IMF mission to Serbia, James 

Roaf, said Belgrade had been successful in 
implementing fiscal consolidation measures after 
it clinched a 1.2 billion euro loan deal with the 
Fund two years ago. 
The International Monetary Fund has cut its 
forecast for Serbia's 2017 budget deficit to 
1.1 percent of gross domestic product from 
1.7 percent, Roaf told a news conference.  

Public debt is also falling "faster than originally 

expected", Roaf added, down to 68.1 percent of 
national output in June from 74 percent at the 
end of last year. 

"However, Serbia's economy continues to suffer 
from serious vulnerabilities and structural 
weakness," Roaf said.  

Unprofitable state-owned companies and 
cumbersome bureaucracy pose the biggest 
threat to macroeconomic stability and growth, 

he said, adding: "Public administration needs to 

be more efficient." 

Successive Serbian governments have been slow 
in selling off loss-making state-owned firms, 
including a copper mine RTB Bor and chemical 
industry plants, fearing a social backlash. 
For years a majority of state-owned firms have 
been managed by party officials rather than by 

professional managers, a long-entrenched 
practice dating back to communist Yugoslavia. 
The Serbian economy is expected to grow by 
around 3 percent in 2017. 
Serbia's three-year standby deal with the 
Fund is due to end next February and the final 
review is due in late October or early 
November, Roaf said.  

"We will discuss public sector wages and pension 

rises then," Roaf said, adding it was up to the 
Serbian government to decide whether it would 
seek a new deal with the IMF.  
The Fund mission arrived in Serbia two weeks 
ago to carry out the seventh review of the loan 
deal and assess the state of the economy.  

 
(Reporting by Ivana Sekularac; Writing by Marja 
Novak; Editing by Gareth Jones) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net 
 
 

Ukraine 

Ukraine central bank says reform 

delays will slow IMF aid   

06-Jul-2017  
By Natalia Zinets 
KIEV, July 6 (Reuters) - Ukraine's central bank 

said on Thursday that the government's 
delays in passing reforms mean Ukraine will 
probably receive $3 billion in aid from the 
International Monetary Fund this year instead 
of the $4.5 billion originally envisaged. 

The government is trying to push contested 
legislation through parliament, including raising 
the pension age and lifting a ban on land sales, 

as part of a $17.5 billion bailout agreed with the 

IMF in 2015. 
One tranche of IMF aid will likely be postponed 
until 2018, acting Central Bank Governor Yakiv 
Smoliy told reporters at a press conference.  
"Due to the fact that the consideration of 
important draft laws, which were key when 
the IMF Board of Directors decided to allocate 
the next tranches, are delayed ... we expect 
that one tranche will be transferred to the 

next year," he said.  

Smoliy spoke as the central bank kept its main 
interest rate on hold at 12.5 percent, after two 
consecutive months of cuts, saying the step was 
necessary to keep its inflation targets on track 

amid a worsening economic outlook.  
The bank cut its economic growth forecast for 

2017 to 1.6 percent from 1.9 percent and said 
inflation had accelerated to 15 percent year-on-
year in June, higher than predicted. 
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The central bank also said uncertainty hangs 

more generally over Ukraine's ability to 

implement the IMF programme and that it new 
economic forecasts hinged on cooperation with 
the Fund staying on track. 
"The inefficient implementation of reforms can 
lead to a deterioration in the prospects for 
economic growth, which will have negative 

consequences for inflation and exchange rate 
expectations and will increase inflationary 
pressures," the central bank said in a statement.  
"Uncertainty remains regarding the 
implementation of macroeconomic policies 
and structural reforms necessary to maintain 
macro financial stability, increase the 
economy's potential and continue the 
programme with the IMF," it said. 

The central bank lowered its forecasts for forex 
reserves at the end of 2017 to $20 billion from 
$21.1 billion, and said the potential for an 
escalation in the separatist conflict in eastern 
Ukraine posed a significant risk to the economy. 
However, the bank played down the impact of 
last week's cyberattack on the Ukrainian 

economy. 
 
(Writing by Matthias Williams; Editing by Toby Chopra) 
(( matthias.williams@thomsonreuters.com ;)) 
 

LATIN AMERICA AND 

CARIBBEAN  

 

Bahamas 

Moody's says places Bahamas' Baa3 

ratings on review for downgrade  

07-Jul-2017  
July 7 (Reuters) -  
Moody's places Bahamas' Baa3 ratings on 
review for downgrade. 

Moody's says Bahamas' long-term local-currency 
bond and bank deposit country ceiling remain 
unchanged at A2. 

Moody's on Bahamas - long-term foreign-

currency bond and bank deposits ceilings remain 
unchanged at Baa1 and Baa3. 
Moody's on Bahamas - short-term foreign-
currency bond and bank deposits ceilings remain 
unchanged at P-2 and P-3, respectively. 
 
(Bengaluru Newsroom) 
 
 

Brazil 

Brazil mulls decree to save additional 1 

bln reais this year  

06-Jul-2017  
By Silvio Cascione and Marcela Ayres 
BRASILIA, July 6 (Reuters) - The Brazilian 

government is preparing a provisional decree 
to reclaim payments inappropriately made to 

deceased pensioners and public servants, a 
measure that could help it save 1 billion reais 

($302.93 million) this year, a government 
source told Reuters on Thursday. 

That savings, combined with other measures to 
generate extraordinary revenues, should allow 
the government to revise its spending freeze 
later this month without jeopardizing its budget 
target, the source said. 

The government currently takes about three 
months to stop paying salaries and benefits after 
a pensioner or employee dies. The decree, which 
could be published as soon as next week, would 
allow banks to send that money back to the 
government. 
Authorities have been scrambling to meet this 

year's budget target without resorting to tax 

hikes. Years of spending increases cost the 
country its investment-grade credit rating in 
2015, and policymakers are trying to restore 
market confidence. 
The government also has announced other 
budget measures, including a bill allowing the 
Treasury to appropriate resources from 

unredeemed judicial debts and a program to 
renegotiate tax debts, both of which could 
help generate 13.6 billion reais more in 
revenues than originally forecast. 

The government must update its budget 
estimates for this year by July 22. Economists 
expect the extraordinary revenues to allow 
authorities to reduce this year's spending freeze 

from 39 billion reais currently. 
Piecemeal budget measures have become 
more important as a political crisis has made 
it harder for President Michel Temer to enact 
his top economic priority in Congress, his 
proposal to revamp the country's pension 

system. The plan, which investors and many in 
government have called crucial to balance the 
budget in the long-run, could fail to pass before 

next year's elections, legislators have said. 
Economists expect a budget deficit of 142 billion 
reais for the central government this year, 
slightly larger than a target of 139 billion reais, 
according to a Finance Ministry survey. 
The source reiterated that the goal will not be 

changed "by any means" and that tax increases 

could be implemented if necessary, despite weak 
economic growth. Finance Minister Henrique 
Meirelles said earlier on Thursday the 
government was still forecasting growth of 0.5 
percent this year. 
Among the tax hikes under consideration is an 
import tax increase on fuels, the source said.  

 
($1 = 3.3011 Brazilian reais) 
(Reporting by Silvio Cascione and Marcela Ayres; 
Editing by David Gregorio and Bill Trott) 
(( Twitter https://twitter.com/silviocascione; 
silvio.cascione@tr.com ; +55-61-99873-6261; Reuters 
Messaging: 
silvio.cascione.thomsonreuters.com@reuters.net )) 
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Colombia 

Banco de la Republica de Colombia - 

Banco de la República reduces the 

benchmark interest rate by 50 bp to 

5.75%.  

01-Jul-2017  
The Board of Directors of Banco de la 
República at today's meeting decided to 
reduce the benchmark interest rate by 50 bp 

to 5.75%. For this decision, the Board mainly 
took into account the following aspects:  

•In May, annual consumer inflation stood at 
4.37%, and the average of core inflation 
indicators posted at 5.33%. These figures are 

lower than those registered a month ago. 
Analysts' inflation expectations to December 
2017 and 2018 are 4.37% and 3.54%, 

respectively. Those embedded in public debt 
bonds recorded slight changes, and are slightly 
above 3.0% for 2018.  
•The effects of the strong transitory supply 
shocks that deviated inflation from its target 
continue to fade. This is suggested by the 

slowdown of food CPI, for example. The average 
of core inflation indicators continued to decline 
more slowly, due to the indexation of prices and 
the effect of the transitory increase in indirect 
taxes.  

•The contribution of food CPI to the decline in 
annual inflation may reverse during the second 

half of this year. For this reason, forecasts 
indicate that the annual inflation rate could 
increase in that semester.  
•In the last month, the price of oil lowered, and 
so far this year it stands below the forecast by 
the Central Bank's technical staff for 2017. 
External demand remains weak, and it is 

expected to grow somewhat above the figure 
registered in 2016. In this environment, country 
risk spreads have increased, and the peso has 
depreciated vis-à-vis the US dollar.  
•The information available on retail sales, 
consumer confidence, and from the monthly 

survey of economic expectations for the second 
quarter suggests that consumption growth is 
weaker than expected. The figures for imports of 
capital goods suggest that growth of investment 
different from civil works and construction would 
be low. With this information, the annual output 
growth rate is likely to post below the current 

projection.  
Based on this information, the Board 
considered the following factors for its 
decision:  

•An incremental weakness in economic activity 
and the risk of deceleration beyond that 
compatible with the deterioration in the 
dynamics of income due to the fall in oil prices. 

Recent indicators suggest a significant increase 
in the excess capacity of the economy, although 
its magnitude is highly uncertain.  
•Uncertainty about the pace of convergence of 
inflation to its 3.0% target. Indexation 

mechanisms and the persistence of inflation 

continue to be reflected on the behavior of core 

inflation indicators.  
•The current level of the real policy interest rate 
ex-ante is contractionary.  
In this environment, there was consensus 
among the Board of Directors to continue 
reducing the benchmark interest rate. The 

decision to reduce the benchmark interest rate 
by 50 bp was approved by four (4) members of 
the Board. The remaining three (3) Board 
Members voted for a 25 bp reduction.  
Bogotá.  
 
Banco de la Republica de Colombia published this 
content on 30 June 2017 and is solely responsible for 
the information contained herein. 
Distributed by Public, unedited and unaltered, on 01 
July 2017 13:46:47 UTC.  
Original document http://www.banrep.org/en/press-
release-30-06-2017  
(C) Copyright 2017 - Banco de la Republica de 
Colombia 
 
 

Venezuela 

Goldman Sachs Already Profiting From 

Venezuela's Pain  

06-Jul-2017  
As the past few weeks have shown, bond 
traders have neither morals nor memory , at 
least when it comes to buying and selling 

Latin American sovereign debt. So just a few 
weeks after doing some of the former in the 

form of a $3 billion block of controversial new 
Venezuelan bonds that may be propping up that 
country's less-than-cuddly government, 
Goldman Sachs is now doing some of the latter . 
The Wall Street firm's asset-management arm 
sold at least $300 million face amount of the 

bonds to a small group of hedge funds in recent 
days through boutique brokerage Liquidity 
Finance, a person familiar with the trades said. 
The deal is great for Goldman in all sorts of 
ways. First, it got about a cent-and-a-half on 
the dollar more than it paid for the bonds, so: 
instant profit! Second, it creates a secondary 
market for the bonds, trading in which should 
push prices up even further—indeed, it 
already has, with other banks now quoting 

the bonds at three cents more on the dollar 

than Goldman paid. Third, it comes at the end 
of the quarter, meaning that Goldman Sachs 
Asset Management can mark up the remaining 
$2.5 billion or so worth of bonds its funds still 
own when sending out those performance 
reports to investors. Fourth, it takes some of 

that unpleasant spotlight off of Goldman and 
puts it onto a group of investors who don't much 
care if their names are dragged through the 

South American mud. And fifth, it opens the 
possibility that GSAM can get out of the position 
before Venezuelan President Nicolás Maduro is 
forced from power and opposition leaders can 

make on their promises to repudiate the debt, 
should either of those things happen. 
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Which those new hedge fund buyers aren't 

worried about! (At the least the second part.) 

You see, they've had their lawyers go over 
things, and are pretty confident they could Paul 
Singer the hell out of a new Venezuelan 
government that refused to pay them. 
Hedge funds that bought the bonds from 
Goldman hired lawyers to compare the 

contracts of the new debt and found them to 
be virtually identical to those of pre-existing 
debt, giving the investors confidence that 
their claims in a default would be the same, 
the person said. 

Goldman Sachs Begins Selling Some of 
Controversial Venezuelan Bonds  
 
Copyright (c) 2017 Breaking Media, Inc. All rights 
reserved. 
©Thomson Reuters 2017. All rights reserved. 
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Algeria 

Algeria's Bouteflika urges support for 

economic reforms to offset cheaper oil  

05-Jul-2017  

ALGIERS, July 5 (Reuters) - Algerian President 

Abdelaziz Bouteflika on Thursday called for 
broad support for new economic reforms to 
help the country through the impact of three 
years of low oil prices that have eroded the 
OPEC nation's revenues. 

The North African state has already cut 
spending, but it is in the early stages of 
reforming a massive subsidy system and 

attempting to ease the country off dependence 
on oil and gas by developing its non-energy 
industries. 
Bouteflika's message came after the government 
announced a new plan to overhaul subsidies, a 
sensitive move for a state that spends $30 
billion a year on a welfare system from cheap 

fuel to housing that helped keep social peace in 

the past. 
"Our country faces a huge reduction in its 
external earnings and deterioration in its 
balance of payments, even if it retains its 
sovereignty in social and economic decisions," 
Bouteflika said in a written message on the 
anniversary of Algeria's independence from 
France. 

"I renew my call for the people to work for 
and implement in a sovereign manner, the 
necessary economic reforms." 

Bouteflika, 80, has been in power for nearly two 
decades. He is still praised by many for bringing 
Algeria out of the "dark years" of a 1990s war 
with Islamist militants and into an era of high oil 

prices and spending. 

But he has rarely been seen since he suffered a 
stroke in 2013 that left a question mark over 
who will follow him and what reforms the 
country will enact in transition if he steps down 

before the end of his fourth term in 2019.  

Oil and gas sales account for 60 percent of 

Algeria's budget, and energy revenues have 
been at times halved by the fall in crude prices. 
Foreign reserves, while still high, have fallen to 
$108 billion from $178 billion three years ago. 
The government is working on a plan to reduce 
broader social spending for a more targeted 

system. But reform comes slowly in Algeria, 
where many people are wary of unrest after the 
upheaval that triggered the 1990s war, in which 
200,000 people died. 
The International Monetary Fund has praised 
Algeria's initial steps to tackle its budget 
deficit, including reducing spending and 
looking to diversify its oil-reliant economy. 

But most analysts say the government has so 

far taken only cautious steps to overhaul an 
economy that is still mostly state controlled and 
whose bureaucracy has been an obstacle to 
drawing more foreign investment to develop 
non-oil sectors. 
Prime Minister Abdelmadjid Tebboune wants to 

hold consultations with social groups and 
political parties to get a consensus on the 
sensitive task of subsidies. His plan also calls for 
new taxes and Islamic finance for revenues. 
 
(Reporting by Patrick Markey, Larry King) 
(( pat.markey@thomsonreuters.com ; +213-661-
692993; Reuters Messaging: 
pat.markey.thomsonreuters.com@reuters.net )) 
 
 

Chad 

IMF approves $312 million 3-year 

credit for Chad  

01-Jul-2017  
DAKAR, July 1 (Reuters) - The International 

Monetary Fund has approved a $312 million 
three-year credit programme for Chad to help 
boost an economy hit by low oil prices, big 
debt and lasting security issues. 

The Extended Credit Facility, $48.8 million of 
which will be made available immediately, aims 

to help diversify the economy away from oil, 
reduce debt and bolster security.  
"Chad's macroeconomic and financial 
performances have deteriorated significantly 
over the past two years, against the backdrop of 
low oil prices, tense regional security situation, 
and a heavy external commercial debt burden," 

said David Lipton, the IMF's first deputy 
managing director, said in a statement late on 
Friday.  
Chad has been on the front line in the fight 
against Boko Haram, and has contributed troops 
to a regional force to fight the Nigerian Islamist 

militant group. It also faces the threat of 

factional infighting spilling over from Libya to the 
north.  
That has put a strain on the impoverished 
central African country's economy, which has 
also been hit by a more than 50 percent drop in 
oil prices since 2014.  
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Childhood hunger costs Chad nearly $1 billion a 

year in health and education costs and lower 

productivity in adult life, the African Union and 
U.N. agencies said in a joint study last year.  
 
(Reporting By Edward McAllister Editing by Jeremy 
Gaunt) 
(( edward.mcallister@thomsonreuters.com ; +221 33 
864 5782; Reuters Messaging: 
edward.mcallister.reuters.com@reuters.net )) 
 
 

Congo 

Congo requests financial support from 

donors amid economic crisis  

06-Jul-2017  

By Aaron Ross 
KINSHASA, July 6 (Reuters) - Democratic 

Republic of Congo's government has formally 
requested financial support from international 
donors as it confronts a worsening economic 
crisis, a letter seen by Reuters on Thursday 
showed. 

Africa's top copper producer has been hard hit 

by low commodity prices in recent years. It has 
only enough foreign currency reserves to cover 
about three weeks of imports and its franc 
currency has lost half its value in the past year. 
The letter was dated July 4 and addressed to the 
U.N. Secretary General as well as in-country 

representatives of the African Union, the 

European Union, three regional African 
organisations and other foreign ambassadors. 
In it, Prime Minister Bruno Tshibala's chief of 
staff, Michel Nsomue, wrote that the 
government "needs the support of the 
international community and thus of its 
traditional partners".  
"In light of the current context, (the 
government) awaits in particular from these 
(partners) balance of payments support and 
budget support to allow it to confront the 
current economic difficulties provoked by the 
collapse of prices of raw materials on the 
world market," Nsomue wrote. 

The letter does not say how much money the 
government is seeking. It informally sought up 

to $500 million from the World Bank and African 
Development Bank last year. 
Finance Minister Henri Yav Mulang told Reuters 
this week that the government was in ongoing 
talks with the International Monetary Fund about 
a possible Rapid Credit Facility, a form of 
balance of payments support. The IMF has 

declined to comment on those talks. 
Western donors are reluctant to aid the 
government of President Joseph Kabila, who 
refused to step down when his constitutional 
mandate expired last December. His government 
has been accused of widespread human rights 

abuses - charges it rejects. 

The donors are also concerned about a lack of 
transparency. The IMF suspended its last 

financial assistance to Congo - a $560 million 
loan programme - in 2012 after the 

government failed to provide sufficient details 
on the sale of state mining assets to an 

offshore company. 
"The transparency of Congolese government 
finances, including (state mining company) 
Gecamines, will be a precondition for any 
financial support," a Western diplomat told 
Reuters. 
Earlier this week, Congo's government discussed 

with representatives of Russian bank VTB the 
possibility of issuing a sovereign Eurobond. But 
VTB denied a Congolese government statement 
that it planned to make any direct investments. 
 
(Editing by Gareth Jones) 
(( Aaron.Ross@thomsonreuters.com ; +243 81 51 00 
107; )) 
 
 

Egypt 

Egypt's parliament passes 2017-18 

budget  

04-Jul-2017  
CAIRO, July 4 (Reuters) - Egypt's parliament 

on Tuesday passed the state budget for the 
2017-18 fiscal year beginning in July, sticking 
with its budget deficit target of 9.1 percent 
amid a fiscal belt tightening by the 
government that is part of a broad 
programme of economic reforms. 

The government cut fuel subsidies last week, 

hiking prices by up to 50 percent as part of the 
reforms tied to a three-year $12 billion 
International Monetary Fund loan agreement 
aimed at tightening government finances and 
attracting foreign investors. 
The IMF is expected to disburse a second loan 
installment of $1.25 billion within the coming 
few weeks. 

Egypt is struggling to revive its economy since a 
2011 uprising drove away tourists and foreign 
investors - two major sources of foreign 
currency. 
The 9.1 deficit target is lower than the 10.8 
percent expected for the current year. It has 
been maintained despite a decision last month 
to more than double food subsidies and raise 

some benefits in order to ease the impact of 
austerity on the country's most vulnerable. 

The new budget projects economic growth of 4.6 
percent, higher than the 3.8-4 percent growth 
expected this year. 
It must now be ratified by President Abdel 
Fattah al-Sisi, a formality, before coming into 
effect. 

 
(Reporting by Nashaat Hamdy; Writing by Eric Knecht; 
Editing by Ahmed Aboulenein and Jane Merriman) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
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Gabon 

Moody's downgrades Gabon's rating to 

B3, outlook Negative  

03-Jul-2017  
July 3 (Reuters) - Moody's: 
Moody's downgrades Gabon's rating to b3, 
outlook negative. 
Moody's says drivers behind Gabon's rating 
downgrade include deteriorating public 
finances due to low oil prices, limited policy 
adjustment capacity. 

Moody's says lowered the government of 

Gabon's local currency as well as foreign 
currency bond and deposit ceilings to ba3 from 

ba1. 
Moody's, on Gabon, says key drivers behind 
downgrade to b3 also include acute government 
liquidity pressures, as exhibited by accumulation 
of arrears. 

Moody's - Gabon's negative outlook reflects 
uncertainties about government's strategy to 
refinance maturing debt, fund deficit despite 
official creditors' support. 
Moody's downgrades Gabon's rating to b3, 
outlook negative. 

 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Nigeria 

Nigeria to raise up to 450 bln naira in 

bonds by Q3   

05-Jul-2017  
LAGOS, July 5 (Reuters) - Nigeria plans to raise 

between 360 billion naira and 450 billion 
naira ($1.18 bln-$1.48 bln) in sovereign 
bonds maturing between five and 20 years in 
the third quarter, the Debt Management Office 

(DMO) said on Wednesday. 

The debt office said it would auction 90-120 
billion naira in the five-year note and 135-165 

billion in the 10-year and 20-year debt between 
July and September. 
Africa's biggest economy issues bonds each 
month to help fund its budget deficit, support 

the local debt market and maintain a benchmark 
for companies to follow. 
The West African country expects a budget 
deficit of 2.36 trillion naira this year as it tries to 
spend its way out of a recession. It expects to 
raise money to cover more than half the gap 
from the local market. 

 
($1 = 305 naira) 
(Reporting by Oludare Mayowa; Editing by Chijioke 
Ohuocha and Ken Ferris) 
(( oludare.mayowa1@thomsonreuters.com ; +234 803 
3964 138; )) 
 

 

South Africa 

IMF warns South Africa over 

economy's vulnerability  

06-Jul-2017  
By Mfuneko Toyana 
JOHANNESBURG, July 6 (Reuters) - The 

International Monetary Fund warned South 
Africa on Thursday its economy is extremely 
vulnerable to external shocks and funding 
shortfalls, although it stuck by its earlier 
growth forecast of 1 percent this year. 

In an executive report following a country visit in 

the last week of June, the Fund also said policy 
uncertainty linked to political turbulence would 

weigh on business and consumer confidence. 
South Africa's economy entered recession in the 
first quarter and is suffering from an 
unemployment rates of close to 28 percent. 

Bitter divisions inside the ruling African National 
Congress (ANC) as the contest to replace 
President Jacob Zuma intensifies have also 
raised investor fears that policy to revive growth 
would take a backseat. 
"Following last year's near-standstill in economic 
activity, growth is projected to increase to 1 

percent in 2017 and 1.2 percent in 2018, still 
insufficient to keep pace with the rising 
population," the IMF said in the report. 
Investor confidence has been subdued by 
political uncertainty following the axing of 
respected finance minister Pravin Gordhan in 
March and a subsequent credit downgrades to 
sub-investment. 

It has also been rattle by worries over the 

central bank's future independence and by plans 
for the redistribution of land. 
Gross domestic product contracted 0.7 percent 
in the first quarter after contracting 0.3 percent 
in the fourth quarter of 2016, dragging the 
economy into its first recession in nearly a 

decade. 
"External and domestic contexts could result in 
significant shocks ... especially if accompanied 

by further downgrades of local currency 
sovereign credit ratings to below investment 
grade," the fund said.  
On government debt, the IMF said: "Low 
growth has taken a toll on the state of the 

public finances, increasing government debt."  

It said the government's balance sheet is also 
exposed to sizable contingent liabilities from 
state-owned enterprises. 
Finance Minister Malusi Gigaba, under pressure 
to detail plans to turnaround the economy and 
avoid credit downgrades deeper into junk, said 

last week the country may be forced to seek 
outside financial assistance if the economy kept 
sinking. 

This week he announced a 2.3 billion rand ($176 
million) bailout of state-owned South African 
Airways, one of a clutch of state firms heavily 
dependent on government guarantees totalling 

nearly 500 billion rand, about a third of total 
state expenditure.  
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(Reporting by Mfuneko Toyana; Editing by James 
Macharia/Jeremy Gaunt) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
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