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ASIA 
  

China 

Special local government bonds power 

regional growth   

05-Jun-2019  
BEIJING, June 5 (Xinhua) -- China's special 

local government bonds are expected to play 
a bigger role in powering regional economic 

growth, according to analysts. 

Special local government bonds worth about 860 

billion yuan (124.51 billion U.S. dollars) had 
been issued in the first five months of this year, 
according to a report from the Economic 
Information Daily. 
Many of such bonds were used to help finance 
infrastructure projects expected to boost 

regional growth, the report said. 

South China's Guangdong Province in late May 
raised over 17.5 billion yuan via such bonds to 
finance the land and infrastructure development 
of the Guangdong-Hong Kong-Macao Greater 

Bay Area. 
North China's Hebei Province has a quota of 15 
billion yuan this year to finance the development 
of the Xiongan New Area. 
Rail transport, rural vitalization and water 
resources allocation might be key fields for 
future special local government bonds 

investment, the report said, citing analysts. 
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

Policy-bank bond surge lifts offshore 

holdings of Chinese bonds  

06-Jun-2019  
• Offshore investors hold 1.88 trln yuan 
in China bonds at end-May 
• Policy-bank bond holdings jump to 
record 419.83 bln yuan 
• Stock market see 71.67 bln yuan in 
outflows in April-May 

SHANGHAI, June 6 (Reuters) - A surge in 

holdings of policy-bank bonds lifted offshore 
holdings of Chinese yuan-denominated bonds 

mailto:Publicdebtnet.dt@tesoro.it
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to a record high in May, as their inclusion in a 
major global index aided inflows, and as 

rising risk aversion boosted the appeal of 
fixed income. 

Foreign investors held a record 419.83 billion 
yuan ($60.74 billion) worth of bonds issued by 
China's policy banks at the end of May, an 
increase of 50.75 billion yuan over the previous 
month, according to Reuters' calculations using 

data from China Central Depository and Clearing 
Co (CCDC), the country's primary clearing 
house.  
In nominal terms, that was the largest 
monthly increase in offshore holdings of 
policy-bank bonds since CCDC began including 
foreign investor data in its monthly releases 
in June 2014. It was the biggest percentage 
increase since September 2016. 

China's policy banks, comprising China 

Development Bank, the Agricultural 
Development Bank of China and the Export-
Import Bank of China, help to fund Beijing's 

policy initiatives. 
Their bonds are not only highly liquid - nine of 
the interbank market's most-traded bonds in 

May were issued by policy banks, according to 
the National Interbank Funding Centre - but 
offer higher yields than government bonds of the 
same tenor. 
Offshore holdings of Chinese government bonds 
stood at a record 1.14 trillion yuan at the end of 
May, up 24.98 billion over the month.  

Total offshore holdings of all bonds traded on 
the interbank market rose by 109.28 billion yuan 
from a month earlier to a record 1.88 trillion 
yuan as of May 31, according to data from CCDC 
and the Shanghai Clearing House, which 
published data late on Thursday afternoon. 
It was the biggest such jump since June 2018. 

May was the second in a 20-month inclusion 
process of Chinese government and policy bank 
bonds in the Bloomberg Barclays Global 
Aggregate Index. With a 6 percent weighting in 
the index, some analysts expect the move could 
draw $150 billion into Chinese fixed income. 

Data from Bond Connect, which offers access to 
China's onshore interbank market through Hong 
Kong, showed trading volumes and average 
daily turnover reached record highs in May, with 
trading concentrated in policy bank bonds, 
negotiable certificates of deposit and Chinese 
government bonds. 
The rise in foreign bond holdings contrasts 
with heavy outflows from China's equity 

market. Following five months of net monthly 
purchases starting in November, foreign 

investors sold a net 71.67 billion yuan worth of 
Chinese shares through the country's Stock 
Connect programme in April and May, according 
to data from Hong Kong Exchanges and Clearing 

Co. 
China's benchmark Shanghai Composite Index 
fell 5.84% in May, its worst monthly 
performance since October amid mounting 
investor worries over slowing economic growth 
and an escalating trade war with the United 

States. 

 
($1 = 6.9121 Chinese yuan) 
(Reporting by Andrew Galbraith; Editing by Jacqueline 
Wong) 
(( Andrew.Galbraith@tr.com ; +86 21 2083 0079; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

Sovereign gold bond June issue opens 

on Monday after two-month lull  

01-Jun-2019  
The Reserve Bank of India has announced the 
issue of sovereign gold bonds for first half of 

the current financial year. In April and May, no 
sovereign gold bonds were announced due to 

elections. The June issue opening on Monday, 

June 3, is priced at Rs 3,196 per gram and those 
buying using net banking or cashless, will get 
discount of Rs 50 per gram as usual. 
The issue closes on June 7. After that, bond 
issues will be announced every month till 
September, with July 8-12, August 5-9 and 

September 9-13 as issue dates are dates. 
Monthly dates announced in the beginning to 
give investors a chance to buy gold under 
systematic investment plans. 
All other details are as per past issues. The real 
concern, however, is timing. At the time of 

Akshaya Tritiya, on April 21, gold bonds were 
not available. Now gold prices are little higher 
and June-July are lean months for buying gold, 
due to which the response would depend upon 
consumers' approach and how banks market the 

bonds, said an industry executive. 
 
Copyright (c) 2019 Business Standard Ltd. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Bond yield slides below 7% for first 

time since November 2017  

03-Jun-2019  

Mumbai, June 3 -- The yield on 10-year 

government bond yield slipped below 7% for 
the first time since November 2017, as falling 
crude oil and slowing economic growth 
boosted speculations of monetary easing by 
the Reserve Bank of India (RBI) in its next bi-
monthly policy. 

Yield on India's 10-year benchmark bonds fell 8 

basis points at 9.10 am to 6.958%, the lowest 

since 21 November 2017; yields had fallen by 46 
basis points (bps) in May, the most since 
November 2016, helped by foreign inflows after 
Narendra Modi's election win. 
Meanwhile, the Indian rupee was trading at 
69.47 a dollar, up 0.33% from previous close. 
Benchmark index Sensex rose 0.23% to 

39,806.86 points. 
"With the slowdown in growth, muted inflation, 
and political stability with limited chances of 

mailto:Publicdebtnet.dt@tesoro.it
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excessive fiscal populism, we believe the odds of 

a June rate cut by the monetary policy 
committee (MPC) are now significantly higher," 
said Nirmal Bang in a note to its investors. 

India's good and domestic product (GDP) growth 
for March quarter fell to 5.8%, its slowest pace 
in five years, official data showed on Friday. 
That was slower than the median 6.3% estimate 

in a Bloomberg survey and 6.6% expansion in 
October-December. 
Oil prices extended declines as an increasingly 
aggressive US trade policy fueled fears the world 
could be heading for a significant economic 
slowdown. Crude fell as much as 2.6%, after 

slumping 5.5% on Friday. 
The Reserve Bank of India's monetary policy 
decision is due on Thursday and according to 
economists and bankers surveyed by Mint, the 
central bank is likely to cut the key policy rate 
by 25 bps. 

"If accompanied by a change of stance to 

accommodative, this would imply the possibility 
of another rate cut by October. Nevertheless, 

some of the uncertainties which led us to believe 
an August rate cut was more likely still remain," 
the Nirmal Bang report added. 
So far this year, the rupee has risen 0.4% 
against the US greenback. During the period, 
foreign investors bought $11.05 billion in Indian 
equities and sold $39.4 million in debt market. 

Falling global yields also added to positive 
sentiments. The dollar fell against its major 
peers as declining Treasury yields and bets for a 
US interest-rate cut weighed. Traders are 
watching for the next salvo in the trade war 
after Washington took aim at Mexico and India, 
and Beijing imposed retaliatory tariffs on US 

goods. Published by HT Digital Content Services 
with permission from MINT.  

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

Indian markets rally, rate cut bets firm 

after weak GDP growth  

03-Jun-2019  
• 10-yr bond yield at lowest level since 
Nov. 22, 2017 
• Traders expect minimum 25 bps rate 
cut on Thursday 

• Bond yields can fall to 6.60 pct levels if 
RBI cuts by 50 bps 

By Swati Bhat 
MUMBAI, June 3 (Reuters) - India's benchmark 

10-year bond yield dropped to a more than 
one-and-half-year low while shares and the 
rupee gained as a sharp decline in economic 
growth in the March quarter firmed 
expectations for at least a quarter-point rate 
cut on Thursday. 

India's economy grew at its slowest pace in 
more than four years in the January-March 
period, lagging China's growth pace for the first 

time in nearly two years, raising the chances the 

central bank will cut rates for a third straight 
meeting. 
Asia's third-largest economy grew at a much 

slower-than-expected 5.8% in the last quarter, 
compared with 6.4% in China, government data 
showed on Friday. 
The continued drop in global crude oil prices 

amid concerns about a global slowdown as trade 
war tensions heat up, also aided market 
sentiment.  
The benchmark 10-year bond yield, was at 
6.97% at 0641 GMT, after falling as much as 9 
basis points to 6.94% versus Friday's close, at 

which point it was at its lowest since Nov. 22, 
2017. 
"A 25-basis-point cut is the base case that the 
market is expecting. Now with the GDP figures, 
we are also looking at something more," a senior 
trader at a private bank said, referring to a 
possible change in policy stance or a bigger rate 

cut.  
Two-thirds of 66 economists predicted the 
Reserve Bank of India would cut its repo rate by 
25 basis points at its June 4-6 meeting, bringing 
it to 5.75% - the lowest since July 2010. It is 
then expected to keep policy on hold at least 
until the end of next year. 

"There are a lot of mixed cues for India; the GDP 
data is making a strong case for a rate cut by 
the RBI," said Siddhartha Khemka, head of retail 
research at Motilal Oswal Securities. 
"Everyday there is a different news flow. 
Earnings season has ended and there is no 

volatility from that end; generally the trend this 
week looks positive." 
The broader NSE index was up 0.571% at 
11,991.10 while the benchmark BSE index rose 

0.58% to 39,946.35. For the full report on stock 
moves, see: 
Many economists and officials expect the 

government to push long-pending reforms in the 
next parliamentary session, beginning on June 
17, after its landslide election victory. 
The partially convertible rupee was at 69.43/44 
per dollar versus its Friday close of 69.7050. 
 
(Reporting by Swati Bhat 
Editing by Jacqueline Wong) 
(( swati.bhat@thomsonreuters.com ; 

twitter.com/swatibhat22; +91-22-61807353; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

India Bonds Surge For 2nd Day As 

Growth Slowdown Ups Easing Bets  

03-Jun-2019  

By Dharam Dhutia and Siddhi Nayak 
NewsRise 
MUMBAI (Jun 03) -- Indian government bonds 

rose for a second day, with the 10-year yield 
falling to its lowest in over 18 months, as 
slower domestic economic growth and a 
slump in crude oil prices boosted bets of 
monetary easing later this week. 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  5 

The benchmark 7.26% bond maturing in 2029 

ended at 101.91 rupees, highest since its 
issuance on Jan. 11, yielding 6.98%, it’s lowest 
since Nov. 22, 2017 in Mumbai, against 101.56 

rupees and a 7.03% yield at the previous close. 
The yield had fallen 38 basis points in May. The 
rupee ended at a one-month high of 69.26 to 
the dollar, against 69.68 at the previous close. 

“The biggest driver for the rally today was the 
slowdown in growth and a consistent fall in 
crude oil prices, which cemented the case for 25 
basis points rate cut this week,” said Yogesh 
Kalinge, vice president at A.K. Capital. “Market 
will now await the policy stance and liquidity 

measures, which will provide for further 
direction.” 
India’s economic growth slowed to a five-year 
low of 6.8% in the last fiscal year ended Mar. 
31, dragged down by sharply-lower-than 
expected January-March economic expansion 
pace of 5.8% versus 6.6% in October-

December. The growth in 2017-18 was at 7.2%.  
The benign print that shunted India behind 

China as the fastest growing major economy in 
the world complicates the policy choices for 
Narendra Modi who started his second term as 
the prime minister last week. 
India's rate-setting Monetary Policy Committee 
is widely expected to cut rates by 25 basis 
points on Jun. 6, while retail inflation has 

remained below the central bank’s 4% target for 
nine consecutive months through April. Some 
traders expect the committee to change stance 
to accommodative from neutral.  
Nomura expects 25 basis points rate cut this 
week. “The RBI has stated that it will ensure 
‘adequate liquidity’ without providing an explicit 

target. In our view, as the monetary policy 
transmission has been weak due to past liquidity 

tightness, the RBI is likely to state explicitly that 
it will keep banking system liquidity marginally 
positive,” it also said. 
ANZ Research expects change in policy stance to 

accommodative along with a rate cut, while 
Morgan Stanley and Deutsche Bank expect 
cumulative rate cut of 50 basis points in the 
remaining calendar year.  
U.S. Treasury prices continued to gain for a fifth 
session, with the 10-year yield falling to a 21-
month low of 2.0710%, tracking U.S. trade war 

concerns with China and Mexico. The yield was 
last at 2.1176% 
Trade war fears also led to a sharp depreciation 
in crude oil prices. The benchmark Brent crude 
contract fell to $60.55 per barrel today, lowest 
since Feb.1. It was last down 2.9% to $62.60 a 

barrel, heading for fourth straight fall. India 

imports over 80% of its crude oil requirements. 
India’s federal government, which will present 
its budget for the current financial year on Jul. 
5, will need to revisit its budgeted expenditure 
profile given the chances of tax shortfall, Kotak 
Economics Research said in a note. The house 

sees a high probability of fiscal slippage if New 
Delhi does not reduce expenditure or explore 
further sources of receipts.  
Indian states today raised 83.66 billion rupees 

through bonds today, the cutoff yields were 

below market estimates, as traders said auction 
saw heavy bidding from large state-run 
insurance company. New Delhi will raise 200 

billion rupees through Treasury Bills tomorrow 
170 billion rupees via bonds on Jun. 7.  
 
- By Dharam Dhutia and Siddhi Nayak; 
dharam.dhutia@newsrise.org; 91-22-61353308 

- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds Ease On Profit-Booking 

Ahead Of Fresh Supply  

07-Jun-2019  

By Siddhi Nayak 
NewsRise 

MUMBAI (Jun 07) -- Indian government bonds 

fell in early trade as investors booked profits 
after prices hit record highs yesterday on 
optimism over more rate cuts in the months 
ahead. 

The benchmark 7.26% bond maturing in 2029 

changed hands at 102.08 rupees, yielding 
6.96%, at 10:00 a.m. in Mumbai, against 
102.27 rupees, a lifetime high, and a 6.93% 
yield yesterday, the lowest since Nov. 21, 2017. 
The rupee was at 69.24 to the dollar against 
69.27 at the previous close. The government will 
sell 170 billion rupees of bonds today, including 

60 billion rupees of the benchmark note. 
“There is some profit-booking after yesterday’s 
broad rally,” a trader with a state-run bank said. 
“We don’t see major movement till the weekly 
debt auction, but if cutoffs are better than 

expected, we may see some recovery.” 
Bonds surged yesterday after the country’s 

Monetary Policy Committee cut the key policy 
repo rate by an expected 25 basis points to a 
nine-year low of 5.75%, and changed its 
policy stance to ‘accommodative’ from 
‘neutral’. The rate-setting body had cut rates 
by 25 basis points each in its April and 
February policy meetings. 

The panel is likely to cut interest rates by 
another 25 basis points when it meets in August, 
a majority of the 16 economists and analysts 

surveyed in a NewsRise poll said. Fifteen of 
those surveyed said they expect the MPC to cut 
rates for the fourth straight time at the next 
policy meeting, while eight see a further easing 
after August if inflation remains below target 

and economic growth lags. 

Yesterday, the central bank formed an internal 
working group to “comprehensively review” and 
suggest measures to simplify the existing 
liquidity management framework. India’s 
banking system liquidity moved into surplus 
mode recently after staying in deficit for much of 
the last six months. 

Indian bonds may have further cause for cheer 
on transmission of rate cuts and better liquidity 
situation, Citi Research said in a note, adding 

mailto:Publicdebtnet.dt@tesoro.it
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that it expects the benchmark 10-year yield to 

ease to 6.70% over the next few weeks. 
Meanwhile, trade tensions between the U.S. and 
Mexico eased after reports that Washington may 

delay imposing tariffs on Mexican imports. The 
yield on the U.S. 10-year Treasury was at 
2.1224%. 
Crude oil prices rose. The benchmark Brent 

crude contract was 1.38% up at $62.52 per 
barrel. India imports over 80% of its crude oil 
requirements. 
 
- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353300 
- Edited By Sunil Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved 
 
 

Israel 

Bank of Israel urges fiscal discipline 

amid political uncertainty  

06-Jun-2019  
JERUSALEM, June 6 (Reuters) - Israel's central 

bank chief on Thursday warned the 
government of possible consequences from 
financial markets if it does not maintain 
responsible fiscal policies during the current 
period of political uncertainty. 

After Prime Minister Benjamin Netanyahu failed 
to form a governing coalition after an April 9 

election, Israelis will go back to the polls again 
on September 17. 
"In recent weeks there has been an increase 
in uncertainty in Israel. Until now, financial 
markets have not really reacted, but this does 
not mean there is no damage," Bank of Israel 
Governor Amir Yaron told a conference. 

"In order to prevent harm to the economy all 
policymakers and elected officials must act 

responsibly and do everything possible to 
restore certainty and fiscal discipline after the 
election," he said. 
Israel's budget deficit stood at 3.8% of gross 
domestic product in May over the prior 12 
months, versus a 2019 target of 2.9%. 

Analysts, the central bank and the International 
Monetary Fund have warned of consequences if 
the country does not rein in its budget through 
spending reductions and tax increases. 
 
(Reporting by Steven Scheer; Editing by Tova Cohen) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2019.  
 

 

Kazakhstan 

Kazakhstan central bank cuts 2019 

current account deficit outlook  

04-Jun-2019  
ALMATY, June 4 (Reuters) - Kazakhstan's 

central bank has cut its 2019 current account 
deficit outlook to 1.3-1.7% of gross domestic 
product from the previously expected 3%, 
Azat Uskenbayev, deputy head of the bank's 
balance of payments department, said on 
Tuesday. 
Uskenbayev said at a meeting with economists 

and reporters that the outlook was based on the 
average Brent oil price of $60 per barrel. 
 
(Reporting by Mariya Gordeyeva 
Writing by Olzhas Auyezov 
Editing by Maria Kiselyova) 
(( olzhas.auyezov@thomsonreuters.com ; +7 727 
2508 500; Reuters Messaging: 
olzhas.auyezov.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanon electricity reform plans 

stalled by court appeal  

03-Jun-2019  

BEIRUT, June 3 (Reuters) - Lebanon's 

constitutional court ruled on Monday to halt 
part of a power sector reform plan that seeks 
to reduce state subsidies which have led to 
one of the world's heaviest public debt 
burdens. 

Lebanon's decades-old electricity crisis has 
pushed it to the brink of financial ruin. Power 
cuts have long hobbled the economy and 

subsidies helped rack up public debt equivalent 
to 150 percent of gross domestic product (GDP). 
Steps towards fixing the power sector are seen 
as a critical test of the government's will to 
launch reforms which would help Lebanon unlock 
billions of dollars of foreign support pledged last 
year. 
The Lebanese government approved a reform 
plan in April that aims to boost generation 
capacity, reduce losses in transmission and 
eventually raise consumer electricity tariffs. 

The court accepted an appeal on Monday 
regarding a key part of the plan, a move that 
stops the tendering process for the construction 

of six new power plants, state news agency NNA 

said. 
"The goal of the appeal is for us to forbid 
violating the laws when it comes to awarding 
contracts," Sami Gemayel, one of 10 lawmakers 
who appealed the plan, tweeted. 
The MPs have questioned the legality of the 
plan, which would allow the cabinet to give 

licenses for power plants instead of a regulatory 
body that has not been set up. 
Last month, Lebanon's government agreed a 
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2019 budget -- which has been sent to 

parliament for debate and approval -- to bring 
its public finances under control, but it faces an 
uphill struggle to restore investor confidence. 

 
(Reporting by Ellen Francis; Editing by Catherine 
Evans) 
(( Ellen.Francis@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Overall Government Debt And 

Liabilities Dropped 3.9 Percentage 

Points To 75.4% Of GDP In 2018  

03-Jun-2019  
Despite A Rise In Direct Government Debt, 
Overall Government Debt And Liabilities 
Dropped 3.9 Percentage Points To 75.4% 

Of GDP In 2018 From 79.3% In 2017, Due 
To Successful Cost Rationalisation Of Both 

Overpriced Mega Projects And Public 
Private Partnership (PPP) Payments  
This Ramadan is a period of cleansing and 
renewal for all Malaysians. The Federal 
Government is continuously working to inculcate 
similar spirit into the administration and the 

country at large. And we have been blessed with 
some results.  
One example has been the ability of the 
Government to control and reduce its overall 
debt and liabilities to 75.4% of the GDP in 
2018 from 79.3% in 2017, as announced by 
the newly established Debt Management 

Committee. Despite a rise in direct government 
debt, overall government debt and liabilities 

dropped 3.9 percentage points due to successful 
cost rationalisation of both overpriced mega 
projects and Public Private Partnership (PPP) 
payments.  
Debt and liabilities would have risen higher 
without cost savings  
The Federal government's debt and liabilities 

would have risen higher, were it not for various 
cost rationalisation efforts done by the present 
Government on the ECRL, MRT2, LRT3 and other 
megaprojects. For instance, the cost of the 
LRT3, which would have been borne by the 
Government largely through committed 

government guarantees, has been cut by 47% 
or RM15.02 billion. MRT2 saw a savings of 
RM8.8 billion, whilst 121 smaller infrastructure 
projects worth more than RM13.9 billion 
nationwide saw savings of RM806 million. 

Meanwhile, there is a RM21.5 billion savings on 
the ECRL, costing RM44 billion now from its 

original cost of RM65.5 billion.  
Yet another example is the cancellation of the 2 
pipeline projects under Suria Strategic Energy 
Resources Sdn Bhd (SSER), in which 88% of the 
RM9.4 billion total cost has been paid despite 
only 13% of work purportedly done. 
Additionally, the claimed work done cannot be 

verified. To this day, no explanation has been 
given by the previous government for why they 

approved such an unfair contract detrimental to 

the Government and the people of Malaysia, and 
overly generous and beneficial to contractors.  
Table 1 highlights the savings made by the 

present government from the cost rationalisation 
exercise on MRT2, LRT3, ECRL, SSER and 121 
other projects.  
Composition of overall debt and liabilities  

To refresh everybody's mind, the components of 
the overall debt and liabilities are direct 
government debt, committed government 
guarantees that are serviced by the 
Government, and lease payments from various 
PPP projects as well as other longterm liabilities. 

Table 2 shows the composition of the overall 
debt and liabilities in 2017 and 2018, as well as 
its changes.  
Table 2: Change in overall government debt and 
liabilities relative to the GDP  
The overall drop in percentage terms occurred 
despite a rise in direct government debt and 

committed government guarantees serviced by 
the Government.  
Direct government debt rose by 1.1 
percentage point to 51.2% of GDP in 2018 

from 50.1% in 2017. The rise was to finance 
the fiscal deficit as it has been done annually 
under the previous administration.  
Committed government guarantees rose by 1.8 

percent point to 9.2% of GDP in 2018 from 
7.4% in 2017. The rise in committed 
government guarantees was caused by the 
continuing payments for various existing 
infrastructure projects. These are not new 
projects and among them are for the MRT, Pan-

Borneo Highway and the East Coast Rail Line 
mega-projects entered into by the previous 
administration.  

Finally, other commitments made by the 
previous government included lease payments 
for PPP and other liabilities (such as 1MDB), 
which fell by 6.8 percentage points to 15.0% of 

GDP in 2018 from 21.8% in 2017. It is this 
component that enabled the Government to 
successfully reduce its overall debt and liabilities 
within one year.  
The Government will continue to reduce its 
overall debt and liabilities, and not just the 
direct debt component. The Government's 
newly established Debt Management Office is 

pressing on with its fiscal consolidation exercise 
to slow down the growth of direct government 
debt, without affecting the economy's growth. 
This exercise, along with cleaner and good 
governance, will help reduce the overall debt 
and liabilities of the Government further in 2019 

and beyond.  
 
(C) Copyright 2019 - Ministry of Finance of Malaysia 
©Thomson Reuters 2019. All rights reserved.  
 
 

Pakistan 

In rare move, Pakistan military agrees 
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to budget cut amid economic woes 

05-Jun-2019  
By Drazen Jorgic 

ISLAMABAD, June 5 (Reuters) - Pakistan's 

powerful military has agreed in a rare move to 
cut its hefty budget for a year to help ease the 
South Asian country's "critical financial 
situation", Prime Minister Imran Khan said. 

Pakistan has struck an agreement in principle 

with the International Monetary Fund for a $6 
billion loan but Islamabad is expected to put in 
place measures to rein in a ballooning fiscal and 
current account deficits to get access to the 
funds. 
The IMF has said the primary budget deficit 

should be trimmed by the equivalent of $5 
billion, but previous civilian rulers have rarely 
dared to trim defence spending for fear of 
stoking tension with the military. 
Unlike some other civilian leaders in Pakistan's 
fragile democracy, Khan appears to have good 

relations with the generals who have ruled the 

nuclear-armed nation for nearly half its history 
since independence in 1947. 
Pakistan's de facto finance chief, Hafeez Shaikh, 
on June 11 is due to announce spending plans 
for the financial year beginning in July. 
Under Pakistan's devolved system, the 
federal government must hand over more 

than half its budget to the provinces, and 
the remainder is mostly eaten up by debt 
servicing and the military's vast budget. 
Khan late on Tuesday tweeted that he 
appreciated the military's "unprecedented 
voluntary initiative of stringent cuts in their 

defence expenditures" for next financial year 
because of the country's "critical financial 
situation". 

This will allow money to be spent on the 
development of the tribal regions bordering 
Afghanistan, still recovering from more than a 
decade-long Islamist insurgency, and violence-

racked Baluchistan province, Khan added. 
The previous government hiked military 
spending by 20 percent to 1.1 billion, but the 
military appears to have overshot that figure 
amid a flare up in tensions with arch-foe India. 
Khan did not say by how much defence spending 
would be trimmed. 

A military spokesman said the "voluntary cut" in 
the defence budget for a year would not be at 
the expense of security. 
"We shall (maintain) effective response potential 
to all threats," he added on Twitter. 
Pakistan has one of the world's largest armies 

but critics say the military's spending is 
unnecessary and holds the country back in key 
areas such as health and education. More than 
40 percent of the population is illiterate. 
 
(Editing by Nick Macfie) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Sri Lanka 

Sri Lanka stocks closed little changed 

in thin trade; rupee edges up  

06-Jun-2019  
COLOMBO, June 6 (Reuters) - Sri Lankan 

shares ended almost flat in dull trade on 
Thursday, but posted their lowest close in 
nearly three weeks, while the rupee ended 
slightly firmer, market sources said.  

** On Friday, the central bank cut its key 
interest rates to support its faltering economy as 

overall business and consumer confidence 
slumped following deadly bomb attacks in April. 
** Traders said the Easter Sunday bombings 
and violence following the attacks, and worries 
over slowing economic growth weighed on 
investor sentiment. Most investors have shied 
away from the market since the April 21 

bombings that killed more than 250 people.  
** Sri Lanka is unlikely to hit its full-year 
economic growth target of 3-4% following the 
bombings, junior finance minister Eran 
Wickremeratne told Reuters last month. A 
Reuters poll has forecast growth to slump to its 
lowest in nearly two decades this year. 
** The central bank chief said on Friday that 
he expected the economy to grow by 3% or 
less this year due to the impact of the Easter 
attacks, and the bank was preparing a 
downward revision to its earlier projection for 
4% growth. 

** The benchmark stock index ended 0.01% 
weaker on Thursday at 5,276.84, its lowest close 
since May 17. It rose 0.3% last week, recording 

its second straight weekly gain. The bourse has 

declined 12.81% so far this year. Sri Lankan 
markets were closed on Wednesday for a 
holiday. 
** The government's pension fund has resumed 
investing in risky assets as the stock market is 

"extremely undervalued at the moment and is 
considered a good time to go into", the central 
bank governor said on Friday. 
** Turnover was 126.2 million rupees 
($715,622.34), less than this year's daily 
average of around 539.2 million rupees. Last 
year's daily average was 834 million rupees.  

** Foreign investors sold a net 11.1 million 
rupees worth of shares on Thursday, extending 
the year-to-date net foreign outflow to 5.58 
billion rupees worth of equities.  
** The rupee ended at 176.35/50 per dollar, 
compared with Tuesday's close of 176.45/55, 

market sources said.  

** Analysts expect the rupee to weaken further 
as money flows out of stocks and government 
securities. 
** The rupee fell 0.06% last week but is up 
3.5% for the year. Exporters had converted 
dollars as investor confidence stabilised after a 

$1 billion sovereign bond was repaid in mid-
January. 
** The rupee dropped 16% in 2018 and was one 
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of the worst-performing currencies in Asia. 
** Foreign investors bought a net 716.3 
million rupees worth of government securities 
in the week ended May 29, but the island 
nation saw a net foreign outflow of 18.4 
billion rupees so far this year, central bank 
data showed. 

** Investor sentiment was damaged at the end 
of last year when President Maithripala Sirisena 
abruptly removed Prime Minister Ranil 

Wickremesinghe and then dissolved parliament. 
A court later ruled the move unconstitutional, 
but the political turmoil led to credit rating 
downgrades and an outflow of foreign funds. 
  
($1 = 176.3500 Sri Lankan rupees) 
(Reporting by Ranga Sirilal; Editing by Subhranshu 
Sahu) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 
www.twitter.com/rangaba)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Thailand 

Economic woes face Thailand's junta 

chief turned civilian PM  

06-Jun-2019  
By Orathai Sriring and Satawasin 
Staporncharnchai 
BANGKOK, June 6 (Reuters) - Thailand's junta 

chief-turned-civilian prime minister Prayuth 
Chan-ocha faces a tough task in reviving a 
faltering economy and sinking investor 

confidence - the same problems as when he 
seized power in a military coup five years ago. 
Prayuth was confirmed as prime minister by 
parliament on Wednesday but he will be leading 
a fragile 19-party coalition with only a four-seat 
majority in the House of Representatives. That 
raises concerns about passing legislation and the 
budget that could disrupt public spending on 

much-needed larger investment projects and 
keep investors away. 
"This scenario appears vulnerable to the risk of a 
weak and short-lived government...thus, causing 
a risk of policy discontinuity," said Charnon 
Boonnuch, economist at Nomura in Singapore. 
"Political uncertainty will remain high and 

continue to weigh on the growth outlook." 
Investors have been worried about political 
risk since no clear winner emerged from 
Thailand's March 24 general election. 

Southeast Asia's second-largest economy grew 

2.8% in the first quarter from a year earlier, the 
weakest since 2014, as public investment, 
exports and tourism slowed amid rising global 

trade tensions and political risks at home. 
Political uncertainty has affected private sector 
sentiment and dampened prospects for public 
spending this year, said Sarun Sunansathaporn, 
economist of Bank of Ayudhya, who slashed his 
2019 economic growth forecast to 3.2% from 

3.8%. Growth was 4.1% in 2018, the fastest in 
six years, but still lagged the Philippines' 6.2% 

and Indonesia's 5.17%.  

The central bank said last month that 
heightened political uncertainties have clouded 
the outlook for economic policy. It is expected to 

cut its growth forecast - currently at 3.8% - for 
a third time in six months later this month. 
Thailand's state planning agency said the 
fiscal 2020 budget will be delayed by 2-4 
months, adding to the problems of already 

slow public spending and thus holding back 

private investment. Listed firms' free cashflow - 
cash that is yet to be invested - are at 10-year 
highs of about 250 billion baht ($7.9 billion), 
said Naris Sathapholdeja, head of TMB Analytics. 
Initiatives such as the ambitious $45 billion 
Eastern Economic Corridor project to draw 

investment into the country's industrial east 
could be delayed if the coalition is unable to 
work together and the budget is gridlocked. 
STABILITY IN QUESTION 
The junta has taken some cautious steps to 
lift growth, largely through short-term 
economic measures and subsidies for low-
income earners, analysts said, but more 
action is needed beyond simply staying on the 

same course. 

"If we want the economy to grow 3.5% this 
year, the new government will need additional 
stimulus measures worth 30 billion baht to 50 
billion baht," said Thanavath Phonvichai, an 
economics professor at the University of the Thai 
Chamber of Commerce. 

Although the new government is expected to 
introduce economic measures to boost 
consumption, its instability will continue to 
weigh on market sentiment, said Saharat 
Chudsuwan, head of marketing and wealth 
advisory of Tisco Asset Management. "Everyone 
believes the government may not be stable. If 

the stock market ever rises because of the 
election, it may not go very far," he said. The 
Thai stock market .SETI has risen about 5% this 
year, driven by recent foreign fund inflows 
across the region, but still trailing the Philippines 
and Vietnam. 

Industry still hopes for some stability, as 
business sentiment was at a 3-month low in 
April while consumer confidence hit its lowest in 
19 months in May. 
"We want a new government to be formed 
quickly and to be stable," said Supant 
Mongkolsuthree, chairman of the Federation of 

Thai Industries. 
"If the government is stable, investment will 
improve and foreign trade negotiations will be 
more credible," he said. 

 
(Writing by Kay Johnson; Editing by Jacqueline Wong) 
(( Kay.Johnson@thomsonreuters.com ; +66-61-417-
4587; )) 
(c) Copyright Thomson Reuters 2019. 
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EUROPE 

 

Albania 

Albania sells 2.9 bln leks (23.5 mln 

euro) of 2-yr T-notes  

06-Jun-2019  
TIRANA (Albania), June 6 (SeeNews) – 
Albania's finance ministry sold 2.9 billion leks 
($26.5 million/23.5 million euro) worth of 
two-year fixed-rate Treasury notes at an 
auction on Wednesday, just below its 3 billion 
leks target, figures show. 

The coupon on the issue was set at 1.45%, 
unchanged from the last auction of two-year 
fixed-rate T-notes held on May 15, according to 
figures published on the website of the finance 

ministry. 
 
(1 euro = 121.219 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Croatia 

Croatia's financing needs in 2019 reach 

$8 bln  

06-Jun-2019  
ZAGREB, June 6 (Reuters) - Croatia's financing 

needs in 2019, including both short-term and 
long-term debt, amount to 52.8 billion kuna 

($8 billion), according to a Finance Ministry 
debt management document adopted by the 
government on Thursday. 

Croatia's public debt at the end of last year 
amounted to 74.6% of gross domestic product 
(GDP) and the government aims to reduce it to 
65.4% by the end of 2021. 
"Our debt management strategy aims not only 

to reduce the overall debt level, but also to 
reduce the borrowing risks which refers to the 
currency risk, interest rates payments level 
and lower level of short-term debt," Finance 
Minister Zdravko Maric told a cabinet session. 

Reducing the public debt level is a key 
component of Croatia's drive to adopt the euro 
in the next four to five years. 
Croatia's short-term debt in treasury bills 

maturing in 2019 amounts to 30.2 billion kuna. 
According to the Finance Ministry's document, it 
plans to issue treasury bills worth 28.7 billion 
kuna this year. 

In November Croatia has to repay a local bond 
worth 1 billion euros ($1.12 billion) and an 
international bond worth $1.5 billion. 

According to the ministry's plan, this year it will 
borrow abroad 11.5 billion kuna. Most of it, or 
10.5 billion kuna, refers to a new international 
bond expected to be issued by the end of the 
second quarter. 
On the local market Croatia plans to raise 18.7 

billion kuna, 13.1 billion kuna of it in bonds. In 
February the Finance Ministry tapped the local 

market with bonds worth some 8.7 billion kuna, 

while the remaining issue is planned for the 
second half of the year. 
 
($1 = 6.5987 kuna) 
($1 = 0.8902 euros) 
(Reporting by Igor Ilic 
Editing by Frances Kerry) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Czech Republic 

Czech central state budget deficit 

widens in May  

03-Jun-2019  

PRAGUE, June 3 (Reuters) - The Czech central 

state budget showed a 50.90 billion crown 
($2.20 billion) deficit at the end of May, 
widening from the previous month and the 
highest in the period since 2012, Finance 
Ministry data showed on Monday. 

The result for the January-May period compares 
to a 23.09 billion crown deficit recorded a year 
ago. In April, the gap stood at 29.68 billion 

crowns. 
Adjusted for funds from the EU, the end-May 
budget would show a deficit of 51.51 billion 
crowns, versus a 51.35 billion crowns deficit in 
the same period last year. 
In the budget to date, expenditure rose by 
11.6%, led by rising social benefits, higher 

teacher pay and investment spending. Budget 
income increased 7.0% in the period, boosted by 
rising personal income tax revenue amid a 
growing economy. 

Value-added tax revenue grew 3.7% 
The 2019 central state deficit was approved by 

parliament with a 40 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 
administrations, the health insurance system 
and various off-budget funds. 
The ministry forecasts the overall fiscal balance 

to show a 0.3%/GDP surplus this year before 
falling to its first deficit since 2015 next year, 
with a gap of 0.2% of GDP. 
 
($1 = 23.0990 Czech crowns) 
(Reporting by Mirka Krufova and Jason Hovet) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Czech 2019 budget target reachable 

despite Jan-May overshoot 

05-Jun-2019  
PRAGUE, June 5 (Reuters) - The Czech state 

budget may still end with the planned deficit 

of 40 billion crowns ($1.76 billion) this year if 
the economy does not slow down more than 
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expected, the Czech Fiscal Council said on 
Wednesday. 

The budget showed a 50.90 billion crown deficit 
at the end of May, widening from the previous 

month and the highest in the period since 2012, 
Finance Ministry data showed on Monday. 
The council is an independent expert body 
evaluating budget policies. 
 
($1 = 22.7850 Czech crowns) 
(Reporting by Robert Muller 
Editing by Jan Lopatka) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hungary 

Hungary's 2020 budget planned with 

1% deficit  

04-Jun-2019  
BUDAPEST, June 4 (Reuters) - Hungary's 2020 

budget targets a deficit worth 1% of gross 
domestic product, narrower than previously 
planned, Finance Minister Mihaly Varga said 

on Tuesday as he submitted the draft 
document to parliament. 

Varga also said the budget contains a projection 
for average inflation next year of 2.8% and 
economic growth of 4%. The minister also said 
Hungary's public debt stock could fall to around 
66% of GDP by the end of next year. 
"We have decided to deviate from the (euro) 

convergence programme and target a 1% 
rather than a 1.5% shortfall," Varga told a 
news conference, adding that Budapest would 
also set aside reserves worth 1% of economic 
output in the 2020 budget. 

"The economic environment is favourable so now 
is the time to make preparations for a possible 
slowdown." 
The 2019 budget, which targets a shortfall worth 

1.8% of GDP, ran a small deficit of 39 billion 
forints in the first four months as higher tax 
revenues produced a surplus in April. 
The government reshuffled spending plans for 
next year, Varga said, to create room for 
stimulus measures at a cost of nearly 500 billion 
forints ($1.75 billion) and a lavish family support 

programme to reverse Hungary's falling birth 
rate. 
"We aim to reverse demographic trends," Varga 
said, announcing a 224 billion spending increase 
in family support measures, which he said would 

bring the total amount of funding for such 

programmes to 2.23 trillion forints next year. 
Prime Minister Viktor Orban announced the first 
details of new tax and loan benefits for families 
in February as part of his government's efforts 
to increase the birth rate while holding a hard 
line against immigration. 
Varga said the government has also pencilled in 

238 billion forints worth of public sector wage 
hikes for 2020 amid double-digit pay rises 

across the economy due to a shortage of skilled 

workers. 
Varga said the construction and tourism sectors 
would contribute strongly to next year's 

economic growth. Parliament could approve the 
2020 budget in a final vote on July 12. 
 
($1 = 286.45 forints) 
(Reporting by Gergely Szakacs 

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

Kosovo 

Kosovo to sell 30 mln euro of 1-yr T-

bills on June 11  

06-Jun-2019  
PRISTINA (Kosovo), June 6 (SeeNews) – 
Kosovo's finance ministry will offer 30 million 
euro ($33.8 million) worth of one-year 
Treasury bills at an auction on June 11, it 
said. 

The issue will mature on June 10, 2020, the 

finance ministry said in a notice. 
At the last auction of one-year T-bills held on 
March 12, Kosovo's finance ministry sold out a 
30 million euro issue of government securities. 
The average weighted yield fell to 0.61% from 
0.73% at the previous auction of one-year T-

bills held in December. 
 
($ = 0.88851 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Montenegro 

Montenegro starts secondary trading of 

2nd tranche of 5-year T-notes  

05-Jun-2019  
PODGORICA (Montenegro), June 5 (SeeNews) - 
The Montenegro Stock Exchange said it has 
launched secondary trading of a second 

tranche of five-year fixed-rate Treasury notes. 

The securities bear a coupon of 3% and will 
mature on April 23, 2024, the stock exchange 
said in a notice on Tuesday. 
Coupon payments are due once a year until 

maturity, principal is payable on maturity. 
Last week, the finance ministry offered for sale 

on the stock exchange 115 million euro ($129.4 
million) worth of five-year T-notes, the second 
tranche of a 140 million euro issue. The ministry 
sold 67.8 million euro worth of government 
securities from the offer on May 27 and 28. 
The first tranche of the issue was placed on April 
22. Back then, the government sold 14.5 million 

euro worth of five-year T-notes on the stock 
exchange. 
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Secondary trading of the first tranche of the T-

note issue was launched on the stock exchange 
on May 7. 
 
($ = 0.888432 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. 
 
 

Poland 

Poland finances 73 pct of its 2019 

borrowing needs 

31-May-2019 16:54:59  
"The level of financing of this year's gross 

borrowing needs amounted to 73 percent as 
of the end of May. The balance of funds on 
budget accounts was at about PLN 66 bln 
(EUR 15.38 bln)," the deputy finance minister 
wrote. 

As of end-May, Poland has financed 73 percent 
of the country's borrowing needs for this year, 
Deputy Finance Minister Piotr Nowak said in a 
news release on Friday. 

In April, Poland's Treasury bond debt increased 
by PLN 0.9 bln (EUR 0.21 bln) as a result of 
increased involvement of Polish non-banking 
investors (by PLN 4.4 bln, or EUR 1.03 bln) and 
a decline of debt owed to domestic banks (by 
PLN 1.1 bln, or EUR 0.26 bln) and foreign 
investors (by PLN 2.3 bln, or EUR 0.54 bln). 

The Finance Ministry is not planning to organise 
any new Treasury bond tenders in June.  
 
(PAP) 
jd/mf/ 
Copyright (c) 2019 PAP - POLSKA AGENCJA PRASOWA 
SA 
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Romania's Jan-April budget deficit 

widens to 1.1%/GDP  

03-Jun-2019   

BUCHAREST, June 3 (Reuters) - Romania's 

consolidated budget deficit widened to 1.1% 
of gross domestic product in the first four 
months, Finance Minister Eugen Teodorovici 
said on Monday, compared with a gap of 
0.65% in the same period of last year. 

Teodorovici told a news conference he did not 
see a risk the budget shortfall will overshoot this 

year's target. The ruling Social Democrats target 

a budget deficit of 2.8% of GDP, marginally 
lower than last year's 2.9%. 
In nominal terms, the deficit stood at 11.4 billion 
lei ($2.70 billion) at the end of April. Budget 
revenue totalled 99.5 billion lei, or 9.7% of GDP. 
Spending stood at 110.9 billion lei. 
 
($1 = 4.2277 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 

Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

Russia to offer two new OFZ 

government bonds on Wednesday  

03-Jun-2019  
MOSCOW, June 3 (Reuters) - The Russian 

finance ministry said on Monday it will offer 
two new series of OFZ government bonds on 
Wednesday, setting the overall amount of the 
two issues at 750 billion roubles ($11.47 
billion). 

The ministry will offer rouble-denominated OFZ 

bonds maturing in November 2025 in amount of 
up to 450 billion roubles and bonds maturing in 
March 2039 in amount of up to 300 billion 

roubles, it said. 
The actual placement at Wednesday auctions is 
likely to be below the announced volumes. 
Demand for OFZ bonds, which are auctioned 

weekly by the ministry, is seen as a gauge of 
investor sentiment towards Russia. It has soared 
this year after months of uncertainty 
surrounding possible new U.S. sanctions on 
holdings of Russian debt. 
 
($1 = 65.3990 roubles) 
(Reporting by Elena Fabrichnaya and Anton 
Kolodyazhnyy 
Writing by Andrey Ostroukh 
Editing by Frances Kerry) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Russian Eurobonds again climbing on 

back of higher UST  

06-Jun-2019  
MOSCOW. June 6 (Interfax) - Prices for most 

Russian Eurobond issues are again rising 
moderately on Thursday on the back of gains 
for US Treasuries amid expectations the 
Federal Reserve will cut rates before long. 
Sovereign spreads are little changed. 

Russia's benchmark 2030 bonds were up 2 basis 
points from previous closing by 6:15 p.m. 

Moscow time at 112.53% with yield at 3.29% 
per annum, down 1 bp. Three-year US 
Treasuries were up 2 bps from previous closing 
at 1.81%, with yield down 1 bp at 1.81%. 

Spread between Russia-30 and UST3 was 
unchanged at 148 bps. 
Russia's 2043 bond was up 40 bps at 117.6% 

yielding 4.655%, down 2.5 bps; the 2042 bond 
rose 37 bps to 113.51%, yielding 4.655%, down 
2.5 bps; the 2026 bond was up 5 bps at 
105.56% with yield down 1 bp at 3.83%; and 
the 2023 bond rose 4 bps in price to 106.52% 
yielding 3.225%, down 1.5 bps. 

The 30-year bond maturing in 2047 was up 47 
bps to 107.48% with yield down 3 bps at 
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4.765%; and the 10-year bond maturing in 

2027 was up 15 bps at 102.28%, with yield 
down 2 bps at 3.92%. 
 
Pr ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Serbia 

Serbia redeems early 5.0 bln dinars 

(42.4 mln euro) of 7-yr T-notes  

03-Jun-2019  
BELGRADE (Serbia), June 3 (SeeNews) - 
Serbia's finance ministry said on Monday it 
completed the early redemption of 5.0 billion 
dinars ($47.4 million/42.4 million euro) worth 
of seven-year Treasury notes. 

The government paper, which will mature in 
January 2022, was redeemed at a yield of 
3.51%, the finance ministry said in a statement. 
The repurchased T-notes represented 33.33% of 

the overall targeted redemption volume of 15 
billion dinars. The government securities were 
part of a 50 billion dinars issue of seven-year T-
notes auctioned on November 5, 2015 and 
carrying an annual coupon of 10%. 
 
(1 euro = 117.927 dinars) 
Copyright 2019 SeeNews. All rights reserved. 

©Thomson Reuters 2019. All rights reserved.  
 
 

Serbian dinar gains on high demand for 

local-currency bonds  

05-Jun-2019  

BELGRADE (Serbia), June 5 (SeeNews) - The 

Serbian dinar reached its highest level against 
the euro since September 2014 on Tuesday, 
as international investors put money into 
bonds denominated in the local currency, the 
Serbian central bank said. 

The official exchange rate of the dinar against 
the euro as at June 4 reached 117.9097, the 
highest value in four and a half years, as foreign 

investors were buying dinars to purchase 
Serbian sovereign securities, the central bank, 
NBS, said in a statement on Tuesday. 
In this way, investors proved they are confident 
that Serbia’s economic development will rest on 
sustainable grounds in the future, NBS noted. 
The dinar's appreciation pressure in the last 

two years is structural, resulting from better 
economic indicators, increase in foreign direct 
investment (FDI), as well as export growth 
and rising foreign exchange inflow from 
tourism. 

From January 1 to June 3, the central bank has 
bought 380 million euro ($427.9 million) from 
local commercial banks and sold 130 million 
euro, in order to maintain the stability of the 

forex market. Since April 2017, the central bank 
has increased its foreign exchange reserves by 

about 2.9 billion euro through interventions on 

the forex market. 
 
(1 euro = 118.831 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Ukraine 

Ukraine to repay 3.5-bln-USD foreign 

debt in June-September 

KIEV, June 3 (Xinhua) -- The Chairman of the 

Ukrainian National Bank Council, Bohdan 
Danylyshyn, said Monday Ukraine is to repay 
3.5 billion U.S. dollars of foreign debt over the 

next four months. 

"Ukraine will need to repay foreign debt worth 
1.8 billion U.S. dollars during the three months 
of summer and another 1.7 billion U.S. dollars in 

September," Danylyshyn wrote on his Facebook 
page. 
He is sure Ukraine will meet these obligations 

but would need government borrowing, as well 
as the international reserves of the National 
Bank of Ukraine (NBU), which are reduced due 
to the payment of 1.7 billion dollars of the 
sovereign debt at the end of May. 
According to the Ministry of Finance, overall 
Ukraine plans to pay 6.3 billion dollars of the 

external debt in 2019. This includes the 660 
million dollars’ worth of bond repayment in 
September. 
Also, Ukraine's debt repayment to the 
International Monetary Fund this year is 
estimated at 1.2 billion dollars and payments to 
other international financial institutions are 

about 0.8 billion U.S. dollars. 
Ukrainian Ministry of Finance hopes to attract 4 
billion dollars of foreign loans to fulfill these 
obligations.  
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Brazil 

Brazil eyes fiscal boost as economy 

flirts with recession  

31-May-2019 19:42:48  
By Marcela Ayres and Jamie McGeever 
BRASILIA, May 31 (Reuters) - Brazil's 

government is looking at assembling a fiscal 
stimulus package worth around 20 billion 
reais ($5 billion) to revive flagging growth 
and prevent the economy from falling back 
into recession, sources told Reuters. 

Stung by figures on Thursday that showed the 
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economy shrank in the three months to March 

for the first time since 2016, the Economy 
Ministry may soon free up cash from workers' 
guarantee funds, the sources said on condition 

of anonymity.  
The FGTS funds, from employers' contributions, 
serve as a buffer for employees, and can only be 
drawn from in certain circumstances such as 

buying a home, loss of employment or serious 
health problems. 
Economy Minister Paulo Guedes said on 
Thursday that the government is looking at 
freeing up active and inactive FGTS accounts, 
but only after fiscal and economic reforms - 
namely pension reform - are approved and 
implemented. 

Guedes is a deficit hawk committed to cutting 

public spending across the board. His mulling of 
a fiscal stimulus indicates the government's 
sense of urgency on the economy. 
Another quarter of negative growth would mark 

Brazil's sixth recession in 20 years, although it 
may be significantly lighter and shallower than 
the bruising 2015-16 crash. 
Analysts at ratings agency Moody's Investors 
Service on Friday said the rebound from the 
2015-16 recession is "the weakest cyclical 
recovery in decades," noting private 
consumption and investment have been 
particularly weak. 

Alberto Ramos, head of Latin American research 
at Goldman Sachs, went further, calling it the 
weakest recovery in history. 

"After nine quarters into the current up-cycle the 
performance of the economy has been notably 
sluggish despite massive slack in terms of 
resource utilization, a strong external balance 
sheet, low inflation, and accommodative 
monetary and financial conditions," he said. 

Real gross domestic product, real GDP per 

capita, private consumption and capital spending 
are all significantly lower than their peaks before 
the recent crash, Ramos notes.  
These structural headwinds to growth, together 
with shocks such as a Vale SA mining disaster in 
January and the slump in major export 

destination Argentina, have cast a dark cloud 
over the outlook. 
Economists at Citi cut their 2019 GDP growth 
forecasts to 0.9% and Rabobank cut its forecast 
to 0.7% following first-quarter figures on 
Thursday, below the already weak market 
consensus of around 1.2%. 

Guedes insists the economy will improve if 
Congress approves the government's pension 
reform bill, which seeks to generate public 

savings of 1.237 trillion reais ($315 billion) over 
the next decade.  
With that, investor, consumer and business 
confidence will return and the economy will 

"take off," he has promised. 
 
(Reporting by Marcela Ayres and Jamie McGeever 
Editing by Brad Haynes and David Gregorio) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  

 
 

Brazil economy chief says pension 

reform only first step to fill fiscal 'black 

hole'  

04-Jun-2019  
By Marcela Ayres and Jamie McGeever 
BRASILIA, June 4 (Reuters) - Brazil's Economy 

Minister on Tuesday said the government will 
press ahead on a number of fronts, including 
pension and tax overhauls and widespread 
privatizations, to fill the fiscal "black hole" 
that is threatening to swallow the country. 

Addressing the lower house Finance and 

Taxation Committee, Paulo Guedes said the 
government's 1.237 trillion reais ($321 billion) 
pension proposal was just the first step on the 
road to bringing Brazil's crippled public finances 
back to health. 
"We focus a lot on pension reform as if was the 

only thing, but it is only the beginning," Guedes 

told lawmakers in testimony that sometimes 
threatened to descend into the shouting and 
name-calling that marked one of his previous 
congressional hearings in March. 
"All of our proposals are being worked out, they 
are ready. We will propose reducing and 
simplifying taxes ... we will accelerate the 

privatization process," Guedes said. 
Congress could debate tax reform as soon as the 
pension overhaul is approved, Guedes said. But 
the legislative process is proving to be slower 
than the government had hoped for, and, 
against a backdrop of political paralysis, the 

economy is contracting. 
Guedes said on Tuesday he would free up 
resources from a workers' social contribution 
fund known as 'PIS/Pasep' and enact the so-

called 'Mansueto plan' to provide a short-term 
stimulus boost to the economy, but only once 
pension reform was passed. 

Named after Treasury Secretary Mansueto 
Almeida, the Mansueto plan calls for the 
government to provide loans to Brazilian states 
who in turn lay out a roadmap to bring their 
finances back under control over the coming 
years. 
Guedes warned lawmakers that if pension 

reform were not being debated, Brazil would 
be engulfed in a "huge crisis" and the 
currency, the real, would be substantially 
weaker.  

Uncertainty over the pension bill and trade 
tensions abroad pushed the real to a new low for 
the year of 4.12 per dollar last month. It has 

since recovered to around 3.85 per dollar.  

Guedes defended the bill's targeted savings of 
more than 1 trillion reais over the next decade, 
arguing that this would be made up from 
reducing "privileges and inequalities" in the 
pension system, and that it was not being taken 
from future generations. 
With global trade war fears rising, Guedes struck 

an optimistic note, saying Brazil could sign trade 
deals with Argentina and the European Union 
within three to four weeks. 
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($1 = 3.8583 reais) 
(Reporting by Marcela Ayres, Writing by Jamie 
McGeever, Editing by Rosalba O'Brien) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil's Congress grants lawmakers 

greater say on federal budget  

05-Jun-2019  
BRASILIA, June 5 (Reuters) - Brazil's lower 

house of Congress on Wednesday approved a 
constitutional amendment to increase 
lawmakers' control over public spending, 
giving the government even less fiscal 
maneuvering room. 

The amendment obliges the government to 
spend a share of the federal budget on projects 

earmarked by congressional caucuses, 
effectively raising the already high share of non-
discretionary government expenditure. 
Non-discretionary spending, which includes 
areas such as health, education and social 
security, is currently around 91% of the central 
government's budget and will rise under the new 

rules, further limiting the government's room for 
maneuver. 
The Senate had previously approved a similar 
amendment, so where the legislation overlaps it 
will become law. The Senate will have to 
reconsider technical aspects of the legislation 

that differ from the text approved by the lower 
house. 
While lawmakers cheered their stronger voice on 
how tax money is spent, the move tightened an 
already suffocating fiscal straight jacket for 

Economy Minister Paulo Guedes.  
Brazil's public finances are under severe 

strain and the government is trying to push 
through an ambitious overhaul of the social 
security system, which it hopes will save more 
than 1 trillion reais ($260 billion) over the 
next decade. 

Non-discretionary spending is on course to reach 
a record 1.31 trillion reais by the end of the 
year, according to Treasury projections, which 
will force discretionary spending to be cut to a 

decade-low of 98 billion reais. 
 
(Reporting by Maria Carolina Marcello 
Writing by Jamie McGeever 
Editing by Marguerita Choy) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Colombia 

Moody's Says Colombia's Economic 

Activity Poised For Moderate Pickup 

Over Next Two Years  

05-Jun-2019  
June 5 (Reuters) - Moody's: 
Moody's says Colombia's economic activity 
poised for moderate pickup over next two 
years. 

Moody's says Colombia's economic recovery will 

support fiscal consolidation efforts as real gdp 
growth of around 3.3% is expected in 2019. 
Moody's says Colombia's stronger economy will 
not fully compensate for sector-specific risks. 
Moody's says Colombia's economic growth 
momentum runs counter to the global trend of 
diminishing growth expectations. 

Moody's says faster growth will not fully 

compensate significant sector-specific risks 
remaining in Colombia's banking, insurance, 
corporate sectors. 
Moody's says Colombia faces credit challenges 
resulting from shifting energy trade dynamics 
between us & Latin America, large influx of 
migrants from Venezuela. 

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

Mexico 

Fitch Downgrades Mexico To 'BBB'; 

Outlook Revised To Stable  

05 Jun 2019  
Fitch Ratings-New York-05 June 2019: Fitch 
Ratings has downgraded Mexico's Long-Term 
Foreign Currency and Local Currency Issuer 
Default Ratings (IDRs) to 'BBB' from 'BBB+' 

and revised the Outlook to Stable from 
Negative.  

A full list of rating actions is at the end of this 
release. 
KEY RATING DRIVERS  
The downgrade of Mexico's IDRs reflects a 
combination of the increased risk to the 
sovereign's public finances from Pemex's 
deteriorating credit profile together with 

ongoing weakness in the macroeconomic 
outlook, which is exacerbated by external 
threats from trade tensions, some domestic 
policy uncertainty and ongoing fiscal 
constraints.  

The impact of the contingent liability 
represented by Pemex weighs increasingly 
heavily on the sovereign credit profile, as 
evidenced by Fitch's two-notch downgrade of 

Pemex to 'BBB-' from 'BBB+' in January 2019 
and the latter's stand-alone credit profile of 
'CCC'. Spreads on Pemex's debt over sovereign 
debt rose materially in 1Q19, leading the 
government to step up support. The fiscal cost 
of that support to date represents 0.2% of GDP 
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to the budget in capital injections and lower 

effective taxes, but in Fitch's view, are not 
sufficient to provide a long-term solution or 
prevent continued deterioration in Pemex's 

credit profile.  
Pemex's tax bill (oil accounted for 2.3% of GDP 
in federal government revenue in 2018) exceeds 
its FCF, preventing it from investing sufficiently 

to maintain production and reserves. Fitch 
expects oil output to contract by 5% in 2019 and 
2020. The company's debts, which are largely 
external, reached USD106.7 billion (8.7% of 
GDP) in 2018 and are not included in the general 
government debt metric used by Fitch in its 

sovereign rating model. However, as our base 
case expectation is that ongoing sovereign 
support will be extended to Pemex over the 
medium term through a combination of a lower 
tax burden and/or further capital injections, our 
assessment of the sovereign's public finances is 
weaker than indicated by the headline gross 

general government debt to GDP ratio of 42% at 
YE 2018.  
Growth continues to underperform, and 
downside risks are magnified by threats by 
U.S. President Trump to impose tariffs on 

Mexico from June 10 (starting at 5% and rising 
by a further 5% per month up to a potential 
25%) to compel it to stop the flow of migrants 

across its territory into the U.S., amid a pattern 
of trade uncertainty. Mexico's five-year GDP 
growth averages 2.6%, below the 'BBB' median 
of 3.6%. Excluding the drag from oil production 
narrows the gap to the median by around half 
(i.e. 0.5pp). Although full-year GDP growth 
reached 2% in 2018, the pace of growth 

decelerated during the year and the economy 
only narrowly avoided recession, as growth was 

flat in 4Q18 before contracting 0.2% qoq 
(1.25% yoy) in 1Q19.  
Mexico's growth continues to lag that of the 
more developed U.S. economy, to which it is 

closely linked. Fitch expects growth to accelerate 
from 2Q but despite this it will reach only 1% in 
2019; this would be consistent with a pattern of 
slower growth in the first year of a new 
administration. Lower inflation and higher wages 
(stemming from rises in the minimum wage) 
should support consumption, but the energy 

sector, characterized by a trend of falling 
production at Pemex, and weaker investment 
levels, reflecting lower business confidence, will 
continue to weigh on growth. The suspension of 
private sector bidding rounds that had been 
scheduled as part of the energy sector reforms 
is unlikely to help investment sentiment. 
The 2019 budget presented in December, 
followed by the "pre-criterios" or 2020 fiscal 
policy guidelines released in April 2019, 

maintain a disciplined fiscal stance. Estimated 
oil revenue for 2019 has been revised down by 
0.5% of GDP, and spending cuts were 
announced for an equivalent amount. Resources 
for the government's priority programs were 

scaled back in the budget relative to pre-budget 
announcements, and other expenses have been 
cut. The government targets a primary surplus 

at the non-financial public sector level of 1% of 

GDP in 2019 (2018: 0.6% of GDP). The 
president has also stressed that public debt "will 
not grow in real terms." General government 

debt ended 2018 at 42% of GDP, slightly above 
the current 'BBB' median of 37.5% of GDP, and 
Fitch expects it to stay around that level in 
2019-2020. The general government deficit was 

1.9% of GDP, lower than the non-financial public 
sector deficit of 2.3% of GDP. 
In Fitch's view, meeting fiscal targets will 
become more difficult heading into 2020 and 
could result in tighter policy that creates a 

further headwind to growth. The president has 
pledged not to raise taxes before 2021. In 2020, 
the fiscal rule demands a further tightening of 

the public sector primary balance to 1.3% of 
GDP. The government plans a change to the 
fiscal rules framework that would increase 
counter-cyclical space and, by reducing potential 
over-spending, the credibility of fiscal targets.  

Government revenues should benefit from 

efforts to curb tax evasion and the scrapping of 
"universal compensation", a provision which 
allowed corporate tax payers to write off tax due 
(most frequently corporate tax) against VAT or 
other tax claims. Meanwhile, spending on new 
social programs for pensioners and the youth 
population (which were allotted 0.6% of GDP in 

the 2019 budget) is likely to undershoot as 
these get off the ground. Data YTD show 
revenue and spending were below budget at the 
public sector level, the former largely owing to 
lower revenues from Pemex.  
It remains to be seen whether the new 
administration, which has pledged action 
against crime and corruption, can reverse the 

trend of deteriorating governance, which 

began under its predecessors. The president 

has a stronger mandate than prior 
administrations, and his coalition has a majority 
in the lower House of Congress, and close to a 
majority in the Senate, giving him the ability to 
effect change. The average of the six World 

Bank governance indicators used by Fitch is 
weighing on Mexico's score in Fitch's Sovereign 
Rating Model and is currently the lowest in the 
'BBB' category. Progress in combatting fuel 
theft, which had become a major problem for 
Pemex, is a positive achievement. The 
government has created a National Guard to 

fight crime and is encouraging the judiciary to 
pursue corruption cases.  
Mexico's ratings are supported by the country's 
diversified economic structure and a track record 
of disciplined economic policies that has 

anchored macroeconomic stability and contained 

imbalances. While some of the Lopez Obrador 
administration's microeconomic policy decisions 
have proved contentious, macro policy choices 
have been orthodox to date. These strengths 
counterbalance Mexico's rating constraints, 
which include economic growth below the 'BBB' 
median, structural weaknesses in its public 

finances (a low revenue base compared with 
peers), shallow credit penetration, and 
governance scores among the lowest in the 
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'BBB' category.  

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Mexico a score 

equivalent to a rating of 'BBB' 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: 
--Macroeconomics: +1 notch, to reflect Mexico's 
track record under successive administrations of 
prudent, credible and consistent macroeconomic 
policies. The authorities continue to emphasize 

macroeconomic stability in their policy actions, 
which has contained macroeconomic imbalances. 
--Public Finances: -1 notch, to reflect our 
expectation that ongoing sovereign support for 
Pemex will result in a lower tax take and/or 
higher general government debt burden, 
negatively impacting public finances. 

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 result in positive rating action 

include: 
--Resilience in investment and growth prospects 
and policies that support medium-term growth; 
--Adherence to a prudent fiscal framework 

consistent with a stable or declining government 
debt burden; 
--Improvement in governance indicators to a 

level closer to the rating category median.  
Future developments that could individually, or 
collectively, result in negative rating action 
include:  
--A weakening in the consistency and credibility 
of the macroeconomic policy framework;  
--Sustained macroeconomic underperformance, 

characterized by continued weak GDP growth 
outturns that result in a deterioration of key 
credit metrics;  
--A trend increase in the government debt 
burden. 
KEY ASSUMPTIONS 

The global economy performs in line with Fitch's 
Global Economic Outlook. 

Fitch has downgraded Mexico as follows: 
--Long-Term Foreign Currency Issuer Default 
Rating (IDR) to 'BBB' from 'BBB+'; Outlook 
revised to Stable from Negative; 
--Long-Term Local Currency IDR to 'BBB' from 

'BBB+'; Outlook revised to Stable from 
Negative; 
--Short-Term Foreign Currency IDR to 'F2' from 
'F1'; 
--Short-Term Local Currency IDR to 'F2' from 

'F1'; 

--Country Ceiling to 'A-' from 'A'; 
--Issue ratings on long-term senior unsecured 
Foreign Currency bonds to 'BBB' from 'BBB+'; 

--Issue ratings on long-term senior unsecured 
Local Currency bonds to 'BBB' from 'BBB+'; 
--Issue ratings on short-term senior unsecured 
Local Currency bonds to 'F2' from 'F1'. 

 
Media Relations: Elizabeth Fogerty, New York, Tel: +1 
212 908 0526, Email: 
elizabeth.fogerty@thefitchgroup.com 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc., 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela 

Venezuela says Russia debt 

restructuring not on the agenda  

06-Jun-2019  
MOSCOW, June 6 (Reuters) - Venezuela's oil 

minister said on Thursday that the 

restructuring of his country's debt to Russia 
was not on the agenda, the RIA news agency 
reported.  

Venezuela said last month it wanted Moscow to 
help it restructure its external debt to other 
countries.) 
 
(Reporting by Maria Kiselyova; writing by Tom 
Balmforth; editing by Gareth Jones) 
(( Tom.Balmforth@thomsonreuters.com ;)) 

(c) Copyright Thomson Reuters 2019.  
 
 

Venezuela loses $1.4 bln of gold to 

banks for guarantees  

06-Jun-2019  

By Corina Pons and Mayela Armas 
CARACAS, June 6 (Reuters) - Citibank and 

Deutsche Bank have taken control of around 
$1.4 billion of Venezuelan government gold, 
which they received as guarantees for loans, 
as a result of U.S. sanctions on the 
Venezuelan Central Bank, according to five 
sources. 

Between 2014 and 2016 the central bank (BCV) 

used a portion of its foreign gold reserves to 
guarantee financial operations with banks to 
boost liquidity, with the intention of repaying the 
loans to avoid losing the gold. 
Five sources with knowledge of the deals said 

the BCV had agreed with Citibank and Deutsche 
Bank to buy back the gold in 2020 and 2021, 

but since the U.S. government imposed 
sanctions on the BCV in April the banks had 
invoked a condition of the contracts to retain 
ownership of the bars. 
Both banks had resolved that an "event of 
default" had occurred due to the sanctions, as 
established in agreements underpinning the gold 

swap deals, the sources said. 
Citibank took control of gold for around $400 
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million BCV was supposed to repay in 2020. For 

a separate guarantee Deutsch Bank took $1 
billion, the sources said. 
Citibank and Deutsche Bank declined to 

comment, and the BCV did not respond to a 
request to comment. 
Reuters has not been able to review the gold 
swap contracts the BCV signed with the banks 
and it is not clear if the central bank could 

initiate legal proceedings to seek to regain 
control of the gold. 

Since 2017, the BCV has partially recovered 
some gold bars it used to guarantee the loans, 
at the same time as it began to sell dozens of 
tonnes of gold to Turkey and other Middle 
Eastern allies to earn vital foreign currency, 
according to the sources and official data. 

The BCV in 2018 had paid $172 million to 
Citibank to recover part of the gold it had put up 
as guarantee in a swap operation. 
In March of this year, the BCV was unable to pay 

$1.1 billion to Citibank via a repurchase 
agreement to recover part of the gold it gave to 

Citibank for a $1.6 billion loan, sources told 
Reuters at the time. The BCV was supposed to 
pay another $400 million in 2020 to Citibank 
under the agreement, but Citibank has now 
taken the gold instead. 
Both banks can now sell the Venezuelan gold 
to recover the value of the loans, and any 
money left over would be returned to 

Venezuela, the sources said. But under U.S. 
sanctions banks are restricted from carrying 
out any transactions with the BCV. 

Opposition leader Juan Guaido's team has 
approached Citibank and Deutsche Bank to ask 
the banks to deposit a portion of the gold in 
accounts that President Nicolas Maduro's 
government can not access, three sources said. 

Guaido, head of the opposition-controlled 
National Assembly, in January invoked the 
constitution to assume a rival interim 
presidency, denouncing Maduro as illegitimate 
after he secured re-election last year in a vote 
widely considered fraudulent. 
Most Western nations recognize Guaido as 

Venezuela's rightful leader, while Maduro calls 
Guaido a coup-mongering U.S. puppet.  
 
(Reporting by Corina Pons and Mayela Armas 
Writing by Angus Berwick 
Editing by Phil Berlowitz) 
(( corina.pons@thomsonreuters.com ; +58 212 655 
2651; Reuters Messaging: 
corina.pons.thomsonreuters.com@reuters.net  
Mesa de edición en español +562 437 4400. Twitter: 
https://twitter.com/ReutersLatam) ) 
(c) Copyright Thomson Reuters 2019. 
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Cameroon 

Fitch Affirms Cameroon at 'B'; Outlook 

Stable  

07-Jun-2019  
Fitch Ratings-Hong Kong-June 07: Fitch 
Ratings has affirmed Cameroon's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Cameroon's 'B' ratings balance low GDP per 

capita, weak governance indicators, political 
instability and a weak business environment, 
against progress on fiscal consolidation, 
resilient economic growth as well as low and 
stable inflation supported by membership of 
the Central African Economic and Monetary 
Community (CEMAC) franc zone, which also 
reduces foreign exchange liquidity risks. 

Political instability and poor governance weigh 
on the rating. Succession to the 86-year-old 

president, Paul Biya, who has been in power 
since 1982, remains a source of uncertainty. The 
risk of a disorderly transition of power is 
exacerbated by the context of rising tensions 
with the opposition following the contested 
presidential elections in October 2018. We also 
expect the conflict in the Anglophone region to 

continue disrupting the local economy as 
tensions affect cocoa exports (12% of total 
exports in 2018) and reduce fiscal receipts. 
Coupled with the recurring Boko Haram terrorist 
attacks in the far north at the border with 
Nigeria, the Anglophone conflict also puts 
pressure on security spending. It remains 

uncertain whether recent signals from the 

authorities to be open to a dialogue will bring a 
resolution closer. 
Performance under the IMF programme 
remains mixed as two quantitative 
performance criteria were missed, but has 
improved in some areas, as reflected by the 
narrowing of the fiscal deficit in 2018. 
Nonetheless, we expect the IMF programme to 

remain broadly on track and to be extended to 
2021, although implementation risks remain 
high due to ongoing pressure on public spending 
and weak public finance management. 
Fitch expects the central government deficit on a 
commitment basis to narrow to 2% of GDP in 

2019 and 2020, against 2.3% in 2018 and a 
projected peer median of 4.1% of GDP. The 
decline in spending related to the Africa Cup of 
Nations (CAN), postponed to 2021, coupled with 

additional tax mobilisation measures will offset 
additional spending related to transfers to local 
entities in the context of decentralisation 

reforms, upcoming elections and subsidies to the 
public refinery SONARA. After an uptick in 2018, 
oil receipts will fall as oil prices decrease. The 
stock of contracted-but-undisbursed debt 
(SENDs - 18% of GDP in 2018) remains large 
and could put pressure on capital expenditure 
but has fallen due to an ongoing review. 
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We forecast Cameroon's gross general 
government debt (GGGD) to rise slightly to 

39.9% of GDP in 2019 and 40.5% in 2020, 
against 39.3% in 2018, which remains low 
compared with 58.3% for the 'B' category 

median. Fitch's debt metrics include publicly 
guaranteed debt, SONARA's debt and arrears, 
but not the debt of other SOEs, estimated at 
8.2% of GDP in 2018 by the IMF. 
Government interest payments are forecast to 

remain well below peers, at 4.9% of revenues in 
2019 and 4.3% in 2020 (12.4% 'B' median). 
Negotiations to partially restructure a larger part 
of Chinese bilateral debt (29% of Cameroon's 
GGGD and one-third of debt service) have begun 
following a minor write-off. 
Growth has been relatively resilient to the 

political environment. Real GDP growth picked 
up to 4% in 2018 from 3.5% in 2017, and is 
forecast at 4.2% in 2019 and 4.3% in 2020, 
above the 3.4% 2019-2020 average for the 'B' 

median. Growth will be driven by construction, 
supported by infrastructure investment related 

to the CAN, as well as an uptick in gas and oil 
production. 
We forecast the current account deficit (CAD) to 
stabilise at around 3.7% of GDP in 2019-2020 
(the same level as the forecast 'B' median), after 
it widened in 2018 to 3.6% from 2.7% in 2017 
owing to a fall in non-oil exports and higher 

imports of refined products. Hydrocarbon export 
receipts will stabilise as an increase in gas 
exports (5.4% of total exports; these started in 
2018) will offset the steady decrease in oil 
export revenues due to a forecast fall in prices. 
Cameroon will continue to import hydrocarbons 
in 2019 as the return to activity at SONARA will 

be delayed following a fire in early June 2019. 
Sustained imports related to CAN and 

infrastructure projects as well as continued 
damage to agricultural exports in the context of 
the Anglophone crisis will weigh on the CAD. 
Pooled international reserves in the CEMAC 

region have stabilised at a low level in the 
context of the region's adjustment strategy 
supported by the IMF. They reached 2.6 months 
of goods and services imports (excluding intra-
regional imports) in 2018 according to the IMF. 
Fiscal consolidation, the disbursement of official 
support and FX regulation enforcement by the 

regional bank should support reserve 
accumulation in the medium term although our 
projection of a decline in oil prices raises 
downside risks to the outlook. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Cameroon a 

score equivalent to a rating of 'B' on the Long-
Term Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee did not adjust 
the output from the SRM to arrive at the final LT 
FC IDR. 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a 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 could, individually or 
collectively, trigger positive rating action are: 

• A reduction in the budget deficit and the 
government debt/GDP ratio, particularly if 
supported by improved management of public 
finances. 
• Implementation of reforms leading to an 
improvement in the business climate and 

diversification of the economy, supporting 
medium-term growth prospects. 
• A significant improvement of the political 
situation leading to higher governance 
indicators. 
The main risk factors that could, individually or 
collectively, trigger negative rating action are: 

-Heightened political instability that significantly 
affects public finances or the economy. 
-Fiscal slippages or crystallisation of contingent 
liabilities onto the sovereign balance sheet that 
lead to a rapid increase in the government 
debt/GDP ratio, or financing stress. 
KEY ASSUMPTIONS 

Fitch assumes no break-up of the CEMAC 
monetary arrangement and no devaluation of 
the CFA franc against the euro. 
Fitch assumes that Brent crude oil prices will 
average USD65/bbl in 2019 and USD62.5/bbl in 
2020, in line with its Global Economic Outlook - 

March 2019. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'B'; 
Outlook Stable 

Long-Term Local-Currency IDR affirmed at 'B'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 

Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'BB+' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'B' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 

 
 

Mali 

Mali plans 9.4% budget increase for 

2020 to deal with security issues  

06-Jun-2019  
BAMAKO, June 6 (Reuters) - Mali has proposed 

increasing public spending by 9.4% in 2020, 
mainly to implement a peace deal with Tuareg 
separatists and to cover defence costs as it 
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battles Islamist militants, the government 
said on Thursday. 

The 2020 budget anticipates revenues of 2.331 
trillion CFA francs (about $4 billion) and 

spending of 2.638 trillion CFA francs, the cabinet 
said in a statement. 
The cabinet said it expects economic growth of 
4.8% next year. 
Mali reached a peace deal with Tuareg 

separatists in 2015 but the implementation of it 
has stalled, and there have also been attacks by 
jihadist groups and inter-ethnic clashes in 
northern and central regions. 
 
($1 = 583.66 CFA francs) 
(Reporting by Tiemoko Diallo; Writing by Juliette 
Jabkhiro; Editing by Hugh Lawson) 
(( Juliette.Jabkhiro@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mozambique 

Mozambique says agrees restructuring 

deal with bondholders  

31-May-2019 20:29:19  
LONDON/JOHANNESBURG, May 31 (Reuters) - 
Mozambique's finance ministry said on Friday 
that it had reached a restructuring deal in 
principle with holders of its defaulted 2023 
bonds and that the new arrangement would 
not offer creditors instruments linked to 
future gas revenues. 

It had said last year it would share future 
revenues from gas projects as part of the 
restructuring of the $726.5 million Eurobond. 
But the latest announcement said these value 
recovery instruments would not now be 

included. 
Instead it will issue a $900 million bond 

maturing in September 2031, paying a 5% 
coupon rate until 2023. After that the coupon 
steps up to 9%, the statement said. 
"(Creditor committee) members have agreed 
to provide Mozambique with $1 billion cash 
flow relief through 2023, at which point the 
government’s revenue is projected to increase 
significantly for the long term," it added. 

Mozambique will also make a cash payment to 

eligible bondholders of up to $40 million and 
hopes to wrap up the restructuring by Sept. 1. 
Mozambique said the four creditors who had 
agreed in principle to the restructuring and are 
members of the Global Group of Mozambique 
Bondholders (GGBM) - Farallon Capital Europe 

LLP, Greylock Capital Management, LLC, 

Mangart Capital Advisors SA and Pharo 
Management LLC - controlled around 60 percent 
of the 2023 bond. 
Support from creditors holding 75 percent of the 
bond will be needed to activate the collective 
action clauses. 

Having sounded out other bondholders, the 
GGMB was confident the agreement was 
supported by the 75% needed, said Thomas 
Laryea, legal advisor to the group. 

The decision by bondholders to ditch a claim on 

future gas revenues through a value recovery 
instrument (VRI) had been made in response to 
a government proposal, though this had not 

changed the economics of the deal, he added.  
Sharing future revenues from a gas windfall had 
been met with resistance in Mozambique.  
"They substituted the VRI with additional terms 

in the bonds, such as the step up in coupon, the 
cash at the beginning, and other changes in 
terms," said Laryea. "Ultimately, the economic 
considerations haven’t changed." 
The existing bond rallied sharply following the 
proposal, rising more than nine cents to 97 

cents. 
Mozambique has been battling to recover from a 
debt crisis after admitting in 2016 to $1.4 billion 
of previously undisclosed lending, much of which 
was supposed to be spent on a tuna fishing 
fleet. 
The disclosure prompted the International 

Monetary Fund and foreign donors to cut off 
support to the southern African state, triggering 
a currency collapse and a default on its 
sovereign debt. 
 
(Reporting by Karin Strohecker, Virginia Furness and 
Sujata Rao in London; Additional reporting by Nqobile 
Dludla in Johannesburg; 
Editing by Hugh Lawson and Stephen Powell) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

IMF welcomes Mozambique's debt 

relief deal  

04-Jun-2019  
LONDON, June 4 (Reuters) - The International 

Monetary Fund said on Tuesday it welcomed 
Mozambique's agreement in principle to 
restructure its debt with private creditors, but 
added the heavily indebted country needed a 

wider-ranging plan to ensure long-term debt 
sustainability. 
In a statement following its board meeting on 
Monday, the fund stressed the importance of 

"strengthening oversight of the entire public 
debt portfolio, including for state-owned 
enterprises, to put public debt-to-GDP ratios on 
a clear declining path".  
On Friday the country's finance ministry said it 
had reached a restructuring deal in principle with 
holders of its defaulted 2023 bonds and that the 

new arrangement would not offer creditors 

instruments linked to future gas revenues. 
 
(Reporting by Karin Strohecker; Editing by Jan 
Harvey) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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Nigeria 

Fitch Affirms Nigeria at 'B+'; Outlook 

Stable  

07-Jun-2019  
Fitch Ratings-Hong Kong-June 07: Fitch 
Ratings has affirmed Nigeria's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B+' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Nigeria's ratings are supported by the large 
size of its economy, a track record of current 
account surpluses and a relatively low general 

government (GG) debt-to-GDP. This is 
balanced against poor governance and 
development indicators, structurally low fiscal 
revenues and high dependence on 

hydrocarbons. The rating is also weighed down 

by subdued GDP growth and inflation that is 
higher than in rating peers. 
The 2019 general and gubernational elections 
passed relatively smoothly, despite technical 
disruptions and episodes of violence. The 
incumbent Muhammadu Buhari won a second 
term and his ruling All Progressives Congress 

(APC) regained its majority in both chambers of 
parliament. This could facilitate policy 
implementation, but weak party discipline in 
parliament and frequent disagreements between 
the presidency and legislature point to a 
continued high risk of delays to parliamentary 
approval of key legislation. Fitch expects policy 

continuity with the implementation of only 
piecemeal reforms, resulting in slow progress on 

tackling long-standing impediments to growth 
and weaknesses in macroeconomic 
management. 
Nigeria's fiscal performance mostly remains a 
function of fluctuations in oil revenues. 

However, the implicit subsidy of petrol prices 
(around 0.6% of GDP in 2018), the gradual 
clearance of joint-venture (JV) cash call arrears 
(outstanding stock of 1% of GDP at end-2018) 
and the conversion of government oil proceeds 
to naira at a below-market exchange rate 
continue to constrain budget receipts from 

hydrocarbon extraction. Fitch estimates that the 
GG deficit narrowed to 3.6% of GDP (federal 
government, FGN: 2.3% excluding transfers to 
state and local governments, SLGs) in 2018 
from 4.5% in 2017 (FGN: 3.2%), mostly 
reflecting the recovery in oil prices. 
Fitch forecasts the GG deficit to widen to 
3.8% of GDP (FGN: 2.6%) in 2019 and further 
to 4.6% in 2020 (FGN: 3%) as the rise in oil 
production with the coming on stream of the 
Egina oilfield will be offset by the decline in oil 

prices under our baseline. Public finances are 
vulnerable to disruptions to production caused 
by recurrent acts of vandalism or other force 
majeure affecting Nigeria's aging oil 

infrastructure. A USD10 change per barrel in the 
Brent oil price against our assumptions would, 

all else equal, impact the GG balance by around 

0.6% of GDP. 
Nigeria's particularly low non-oil fiscal revenues 
averaging only 3.7% of GDP over 2016-2018 are 

a key rating weakness, reducing the fiscal space 
and resulting in a high fiscal Brent breakeven 
price of USD129 per barrel in 2019 and USD149 
in 2020, according to Fitch's estimates. A two-

thirds rise in the minimum wage entered into 
force in April and could cause pressures on 
public finances, particularly for cash-strapped 
SLGs, although there is high uncertainty 
regarding its effective implementation date and 
fiscal cost. The government is contemplating 

offsetting measures, including a VAT rate 
increase, which faces strong opposition across 
the political spectrum. 
Interest payments consumed 27% of GG 
revenues (FGN: 53%) in 2018 based on Fitch's 
estimates, double the current 'B' median of 13% 
and will rise to 30% of revenues (FGN: 65.6%) 

in 2020, highlighting the risks to debt 
sustainability arising from low fiscal receipts. 
The authorities aim to contain the rise in the 
interest cost by substituting external 
concessional and commercial borrowing to 
onerous domestic financing. They also plan to 
reduce debt through partial privatisations of 
oil JV assets, which we do not expect to 
materially reduce their oil revenues. 

GG debt will rise from 25% of GDP (FGN: 20%, 

including central bank overdrafts) in 2018 to 
28.2% of GDP (FGN: 22.4%) in 2020, still well 
below the projected current 'B' median of 56%, 
under Fitch's forecasts. Around 71% of GG debt 
was naira-denominated at end-2018, limiting 
refinancing and exchange rate risks but high 

direct and indirect foreign holdings of local-
currency debt expose Nigeria to shifts in investor 

sentiment and global funding conditions. The 
debt of the Asset Management Corporation of 
Nigeria (AMCON) of 3.2% of GDP at end-2018 
constitutes a contingent liability for the 
sovereign, and could rise in the context of high 

non-performing loans in the banking sector of 
11.7% of total bank loans and an elevated 
proportion of restructured loans. 
The Central Bank of Nigeria (CBN) operates a 
multiple exchange rate regime, which Fitch 
expects to be maintained for the foreseeable 
future. The naira exchange rate on the 

"Investors and Exporters" (I&E) window where 
most FX transactions take place, has remained 
stable in a narrow range since September 2017; 
the premium on parallel markets against the I&E 
rate has also mostly dissipated. These 

developments reflect improved FX availability 

supported by the recovery in oil prices and 
portfolio inflows, tight liquidity management and 
market interventions by the CBN as well as 
continued FX restrictions. 
Continued high inflation could contribute to an 
overvaluation of the exchange rate and remains 
a credit weakness. Fitch projects inflation will 

average close to 12% in 2019-2020, well above 
the projected current 'B' median of 4.8%, 
propped up by cost-push factors. The impact of 
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the monetary policy rate 50 basis-point cut in 

March on macroeconomic and financing 
conditions will be muted as the monetary policy 
stance is mostly determined by the CBN's 

liquidity management operations. 
Nigeria's international reserves provide a 
sizeable external buffer, at USD42.8billion 
equivalent to six months of current account 
payments at end-2018, well above the current 

'B' median of 3.5 months. However, Fitch notes 
that around USD6 billion of reserves are pledged 
in forward positions. Reserves are also buoyed 
by non-resident holdings of short-term CBN bills 
which amounted to USD15.8 billion (4% of GDP) 
at end-April, exacerbating susceptibility to 
reversals in volatile portfolio inflows and 

generating rollover risks. Non-resident holdings 
of CBN bills might not be entirely reflected in 
Nigeria's external balance sheets statistics. 
Nigeria's long-standing net creditor external 
position has shifted to balance in 2018 
reflecting a rapid rise in gross external debt, 
which has doubled in three years, increasing 
to 30.6% of GDP in 2018 from 15.3% in 2015. 
It still remains stronger than the current 'B' 

median of a net debtor position of 25% of GDP. 
Lower oil revenues will drive the current account 
close to balance in 2020 from an estimated 
surplus of 2.6% of GDP in 2018, under Fitch's 
forecasts. 
Nigeria will continue to experience a sluggish 
recovery driven by the rebound in oil prices and 

the expansion of services. Fitch forecasts GDP 
growth to average 2.2% in 2019-2020, below its 
previous 10-year average of 4.2% and the 
current 'B' median of 3.4%. High unemployment 
and inflation will constrain private consumption 
while investment is held back by tight credit 

supply, a weak business climate and regulatory 

uncertainty in the oil sector. A large 
infrastructure deficit, which is illustrated by 
acute power supply shortages and security 
challenges, also dampen the medium-term 
growth outlook. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Nigeria a score 
equivalent to a rating of 'B' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 
In accordance with its rating criteria, Fitch's 
sovereign rating committee decided not to adopt 
the score indicated by the SRM as the starting 

point for its analysis because the SRM output 
has migrated to 'B' from 'B+', but in our view 
this is potentially a temporary deterioration. 
Assuming an SRM score equivalent to a rating of 

'B+', Fitch's sovereign rating committee did not 
adjust the output from the SRM to arrive at the 

final LT FC IDR. 
The removal of a +1 notch on external finances 
reflects the upward revision to Nigeria's external 
debt statistics based on IIP data published by 
the IMF and the CBN, which has led to a 
significant deterioration in Fitch's estimate of 
Nigeria's sovereign net foreign assets. The 

removal of a -1 notch on public finances reflects 
our view that risks to debt sustainability arising 

from Nigeria's structurally low level of general 

government revenues are reflected by the rise in 
the general government interest payments-to-
revenue ratio and are adequately captured in the 

SRM. 
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 could lead to positive 
rating action are: 
• A reduction of the fiscal deficit and 
stronger mobilisation of domestic non-oil 
revenues; 

• Stronger growth potential for example 
due to implementation of structural reforms and 
macroeconomic policy adjustments. 
The main factors that could lead to negative 
rating action are: 
• Failure to achieve a sustainable fiscal 
consolidation leading to a marked rise in the 

ratios of government debt and interest 
payments to revenues. 
• A loss of foreign exchange reserves that 
increases vulnerability to external shocks. 
• Worsening of political and security 
environment that significantly disrupts oil 

production or economic activity for a prolonged 
period. 
KEY ASSUMPTIONS 
Oil and gas revenues accounted for 44% of 

general government revenues and 60% of 
current-account receipts over the last five years. 
Fitch forecasts a stable Nigerian oil production 

volume of 2 million barrels per day (mmbpd, 
including condensates) in 2019 and 2020 against 
a 2019 budget assumption of 2.3 mmbdp. The 
agency also projects Brent oil prices to average 
USD65/barrel in 2019 -against a budget 
projection of USD60- and USD62.5/barrel in 
2020, down from USD71.6/barrel in 2018. 

Other commodity prices and global economic 
trends are assumed to develop as outlined in 
Fitch's most recent Global Economic Outlook 
published in March 2019. 
Nigeria does not publish consolidated fiscal 
data on a general government basis, which 
complicates the assessment of fiscal 

performance. Fitch produces its own estimates 

for general government fiscal metrics based on 
disaggregated data on federal, state and local 
government revenue, spending and debt 
published by the Nigerian National Petroleum 
Corporation (NNPC), the CBN, the Debt 
Management Office (DMO), the Budget Office of 

the Federation (BOF), the National Bureau of 
Statistics (NBS) and the Office of the Auditor 
General for the Federation (OAGF). 
The full list of rating actions is as follows: 
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Long-Term Foreign-Currency IDR affirmed at 

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

Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'B+' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds affirmed at 'B+' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

South Africa 

IMF urges South Africa to speed up 

reforms to boost growth  

03-Jun-2019  
JOHANNESBURG, June 3 (Reuters) - South 

Africa's subdued economic growth could be 
reignited if the implementation of structural 
reforms, including at troubled state power 
utility Eskom, is accelerated, the International 
Monetary Fund said on Monday. 

The fund said following President Cyril 
Ramaphosa's re-election last month, a focus on 
policy actions to remove long-standing 
constraints to growth and accelerate job creation 

was a must. 
"Eskom will require bold action to redefine its 

business model so that it becomes self-sustained 
and ensures affordable and reliable electricity 
supply," the fund said in a statement. 
"...Postponing the needed adjustment of the 

entity will only force greater difficulties down the 
road." 
 
(Reporting by Olivia Kumwenda-Mtambo; editing by 
John Stonestreet) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
595 2817; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

South Africa doesn't have conditions 

for quantitative easing  

05-Jun-2019  
JOHANNESBURG, June 5 (Reuters) - South 

Africa's economy does not fulfill the 
conditions needed for quantitative easing 
(QE), central bank Governor Leste Kganyago 

said on Wednesday. 

A top official from the governing party earlier 
called for a team to be set up to explore the 
possibility of QE. 
"Quantitative easing is a tool available to all 
central banks, but for you to do quantitative 

easing the following conditions have to be met: 

inflation must be so low that it threatens to go 
to zero, ... interest rates must be very low," 
Kganyago said. 

"Those conditions do not exist in South Africa." 
 
(Reporting by Mfuneko Toyana 
Writing by Alexander Winning; editing by John 
Stonestreet) 
(( alexander.winning@tr.com ; +27 11 595 2801; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

South African current account deficit 

widens to 2.9% of GDP in Q1 2019  

06-Jun-2019  
PRETORIA, June 6 (Reuters) - South Africa's 

current account deficit widened to 2.9 % of 
gross domestic product (GDP) in the first 
quarter of 2019, from a 2.2% shortfall in the 
fourth quarter of the previous year, central 
bank data showed on Thursday. 

The quarterly deficit came in slightly below the 
3.05 % of GDP forecast by economists surveyed 
by Reuters. 
The quarterly trade balance narrowed to 43 

billion rand ($2.89 billion) from 71.8 billion rand 
in the three months to the end of December. 
 
(Reporting by Mfuneko Toyana, Editing by William 
Maclean) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
595 2817; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Togo 

S&P Says Togo Assigned 'B/B' Foreign 

And Local Currency Ratings Outlook 

Stable  

31-May-2019 22:32:33  
May 31 (Reuters) -  
S&P says Togo assigned 'B/B' foreign and 
local currency ratings; outlook stable. 

S&P - Togo's stable outlook balances expectation 
of robust economic growth, fiscal consolidation 
against risks of weaker-than-expected economic, 

budgetary performance. 
S&P says Togo's membership in waemu provides 
a substantial buffer against external pressure, 
and a sturdy policy anchor. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
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Papua New Guinea 

Papua New Guinea leader a wildcard in 

Pacific power play  

02-Jun-2019  

By Tom Westbrook and Colin Packham 

SYDNEY, May 31 (Reuters) - When Papua New 

Guinea's lawmakers started to shift their 
weight in their parliamentary seats in 
preparation for a tense vote on a new prime 
minister on Thursday, James Marape looked 
uninterested, his head lowered, fingers 
tapping his phone. 

The former finance minister later explained he 
was preparing notes for a speech, should 

numbers fall his way.  
They did, and the notes turned into a powerful 
series of addresses which signalled a desire to 
reset how the archipelago conducts business and 
diplomacy amid a strategic battle between China 
and the United States for influence in the Pacific. 

"We are still struggling to economically free 

ourselves," Marape told reporters moments after 
he was sworn in. 
"The nation needs to know that this is a break 
free ... and the emergence of a new group of 
like-minded leaders," he said referring to himself 
and his supporters. 
Marape became prime minister after receiving 

101 votes to eight in parliament, a day after 
former leader Peter O'Neill resigned having lost 
the support of the house following almost eight 
years in power.) 
The new leader told the chamber he wanted to 
make his country the richest black Christian 

nation on earth, then headed to Royal Port 
Moresby golf club for his regular Thursday 
round, according to the club's pro, Nelson 

Gabriel. 
DEBT OF GRATITUDE 
Formerly administered by U.S.-ally Australia, 
PNG has in recent years turned increasingly to 
China for financing as Beijing becomes a 

bigger player in the region, something Marape 
is being asked by colleagues to change.  

"I would request that we take a long hard look 
at all Chinese arrangements," one MP who 
shifted from opposition to support Marape's 
leadership bid told Reuters, requesting 
anonymity because he was not authorised to 
speak publicly on the issue. 

PNG is rich in mineral resources and is close to 
both U.S. military bases on the island of Guam 
and to Australia. 
China forged a particularly strong relationship 

with O'Neill, who was the first Pacific leader to 
sign up to China's Belt and Road infrastructure-
building programme and who met President Xi 

Jinping more than a dozen times during his time 
in power, the former leader's spokesman told 
Reuters. 
In dollar terms, PNG has the biggest debt to 
China among its neighbours, representing about 
one-quarter of its total external debt. 

Foreign diplomats are now scrambling to 
understand the new leader, and there is belief 

among some PNG lawmakers and western 

diplomats that China has the most to lose by the 
change in leadership.  
"We are trying to get some face time with him," 

a senior British diplomatic source told Reuters. 
"I suspect China is too and will be looking to 
pitch him with promises, but Marape has 
protectionist sentiments. Chinese loans often 

come with requirements to use Chinese labour 
and companies - if Marape isn't willing to accept 
those terms, it could be an opportunity for the 
West." 
A senior U.S. government source said Marape's 
family has connections with the United States 

because his eldest son is enrolled at a North 
American university. 
"Marape has always been a supporter of Western 
principles such as democracy," the U.S. source 
said.  
"As finance minister he warned about 
unsustainable debt levels. We are comforted and 

buoyed by these statements." 
China's embassy in Port Moresby did not 
respond to requests for comment. Analysts say 
Marape's former job as finance minister will 
make him a familiar and friendly face to Chinese 
diplomats. 
"We will engage with the Chinese government 

and its people (and) so long as it is fair and 
friendly to us and in our terms, we're happy with 
that," Marape told Australian Broadcasting 
Corporation television. 
SON OF A PREACHER 

The 48-year-old son of a Seventh Day Adventist 
pastor, Marape hails from PNG's poor but gas-

rich highlands.  
He supported a 2009 landowner agreement that 
paved the way for Exxon's $19 billion PNG LNG 

project, according to local media reports at the 
time, but soon became a critic of the oil and gas 
giant after the anticipated tax-take came in 
lower than forecast. 

On Thursday, he put some of the world's biggest 
resources companies including France's Total on 
notice over a perceived lack of wealth flowing 
from their projects back to communities. 
Total's Chairman and CEO, Patrick Pouyanne, 
told journalists in Paris on Wednesday that 

O'Neill had defended the interest of his country 
during the negotiations. 
While Marape has indicated he wants to diversify 
the country's interests and develop its tourism 
industry, he is not against resources 
development. 
In his highlands electoral base, he has led 

disarmament initiatives to strip "gun-toting 

cowboys" of their weapons, who he has blamed 
for trying to interrupt gas operations. 
Parliamentary colleagues are expecting him to 
shake things up. 
"It is time for a transition, it is time for a new 
generation ... to move on and bring some of the 

change that our people have been crying for," 
Charles Abel, who served as O'Neill's deputy, 
told parliament after Marape's election. 
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(Reporting by Tom Westbrook, Colin Packham and 
Jonathan Barrett in SYDNEY; Writing by Jonathan 
Barrett; Editing by Lincoln Feast.) 
(( Jonathan.Barrett@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 

 

GLOBAL 
 

IMF's Lagarde says tariff actions don't 

pose global recession threat  

06-Jun-2019  
By David Lawder 
WASHINGTON, June 5 (Reuters) - International 

Monetary Fund Managing Director Christine 
Lagarde said on Wednesday that the IMF does 
not currently see the threat of a global 
recession brought on by a widening U.S.-
China trade war and potential U.S. tariffs on 
Mexican goods and autos. 

Lagarde told Reuters in an interview, however, 
that such tariff threats were sapping business 
and market confidence, and could slow growth 

that is currently expected to improve next year. 
"We don't see a recession," Lagarde said when 
asked whether U.S. President Donald Trump's 
threatened tariff actions could tip the global 
economy into recession. "Decelerating growth, 
but growth nonetheless -- 3.3 percent at the end 
of this year, and certainly a strong U.S. 

economy. We do not see at the moment, in our 
baseline, a recession."  
 
(Reporting by David Lawder;  
Editing by Sandra Maler) 
(( David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

EMERGING MARKET 
 

Rich economies must heed policy 

impact on emerging nations 

06-Jun-2019  
• Fed has "disproportionate" impact on 
emerging economies - Carney 
• Poorer nations must ensure central 
bank independence, curb debt 
• Regulators eyeing redemption terms 
for illiquid investment funds 

By Stanley White and Leika Kihara 

TOKYO, June 6 (Reuters) - Central bankers in 

the United States and other rich nations 
should take more account of the impact their 
policies have on emerging economies, Bank of 
England Governor Mark Carney said on 
Thursday. 

"While it is unrealistic to expect advanced 
economy policymakers to internalise fully 

spillovers from their actions on emerging 
markets, given their domestic mandates, (their) 
monetary policies will increasingly need to take 
account of spillbacks," he said. 

The United States only accounted for 15% of 

global economic output, but the U.S. dollar was 
used in more than half of international trade, 
and the dollar acted as a monetary anchor for 

economies amounting to 70% of global output, 
Carney said. 
"This means developments in the U.S. have 
disproportionate influence on global economic 
and financial conditions," he told bankers at 

the Institute of International Finance, which 
is meeting in Tokyo. 

"When the Fed responds to domestic 
developments, such as a loosening in fiscal 
policy, global financial conditions and activity 
react strongly. This was the case during both the 
2013 'taper tantrum' and over the past year, as 
Fed communications significantly shifted 

expectations for U.S. monetary policy." 
Last month Carney said financial markets had 
priced in too little chance of further BoE interest 
rate rises, assuming Brexit goes smoothly, partly 

due to global factors pushing down bond yields. 
Since then, increased U.S.-China trade tensions 

and continued Brexit uncertainty has meant 
markets now appear to think the Bank of 
England is more likely to have to cut rates over 
the next year than to raise them.  
Emerging markets should preserve central 
bank independence, avoid excessive lending 
growth and rely less on foreign-denominated 
debt to prepare for any future downturn, 
Carney added. 

"Fiscal space will need to be used carefully given 
ongoing structural imperatives, the rising risks 
of global shocks, and the clear limits of 
monetary policy," he said. 
Turkey and South Africa are among countries 
which have suffered currency volatility in recent 
months as foreign investors questioned the 

independence of their central banks. 
On Wednesday, a faction loyal to South Africa's 
President Cyril Ramaphosa opposed calls from a 
rival group within the ruling ANC party for the 
country's bank to do more to boost employment 
and growth. 

Carney also warned of the potentially 
destabilising effect if foreign funds that invested 
in illiquid emerging market debt saw a surge in 
demand for withdrawals from investors. 
Global regulators were looking at whether funds 
should be required to have redemption periods 
that better matched the time it would take to 

sell assets in an orderly way, he said. 
Several British real estate funds temporarily 
stopped investors withdrawing money after 
2016's Brexit referendum, and this week a fund 

focused on British companies, run by high-profile 
investor Neil Woodford, suspended withdrawals. 
 
(Writing by David Milliken 
Editing by William Schomberg and Jon Boyle) 
(( david.milliken@reuters.com ; +44 20 7542 5109; 
Reuters Messaging: 
david.milliken.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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