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ASIA 
 

Fitch Ratings: APAC Sovereigns Face 

Rising External Challenges  

03-Sep-2018  
Fitch Ratings-Hong Kong/Singapore-September 

03: The external environment facing Asia-

Pacific economies is becoming more difficult, 
but is unlikely as yet to have a significant 
impact on sovereign credit profiles, says Fitch 

Ratings. Rising US interest rates and increasing 
global risk aversion towards emerging-market 
assets are generating capital outflows and 
exerting downward pressure on most Asian 

currencies, particularly the Indonesian rupiah 
and Indian rupee. Trade tensions between the 
US and China have added to market jitters and 
pose downside risks to growth. Nevertheless, 

strong fiscal and external buffers, along with 

flexible policy frameworks, should allow most of 
the region's economies to weather these 
challenges. 
Almost all sovereign credits in APAC are on a 
Stable Outlook after recent upgrades in 

Vietnam and Mongolia. The exception is 
Pakistan, where the newly elected government is 
under immediate pressure to arrest deteriorating 

external finances and address fiscal challenges, 

as well as to attract the external funding 
necessary to meet its financing gap. 
A new government has also taken office in 
Malaysia and moved ahead on many of its key 
election promises, notably repealing the GST. 

However, the new leadership has also shown 
signs of adhering to fiscal deficit reduction and 
improving governance, and we recently affirmed 
Malaysia's rating with a Stable Outlook. 
Recent sell-offs in Indian and Indonesian 
currency markets underline their sensitivity to 
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shifts in global sentiment, and suggest further 

bouts of pressure are likely as global monetary 
tightening progresses. Currency volatility, 
however, is likely to have only a limited impact 

on their sovereign profiles. India's sovereign 
credit profile, for example, benefits from 
relatively strong external finances, especially a 
low level of external and foreign-currency debt. 

Moreover, the risk of currency pressures 
triggering a policy-induced spike in domestic 
borrowing costs is mitigated by the Reserve 
Bank of India's relatively narrow focus on its 
inflation objective. 
Bank Indonesia has shown a greater focus on 
currency stability and has been more active in 

counteracting external pressures. It has raised 
interest rates by 125bp since May, and has 
intervened aggressively in the foreign-exchange 
market. That said, its external finances are 
stronger than during the 2013 Taper Tantrum 
due to a disciplined monetary policy stance and 

macro-prudential measures that have helped 

curb a sharp rise in external corporate borrowing 
and encouraged stronger hedging practices. 
Indonesia also has healthy fiscal buffers. We 
affirmed Indonesia's sovereign rating at 
'BBB'/Stable on 3 September. 
Growth momentum is moderating in the region's 
two largest economies of China and Japan, but is 

so far in line with our expectations. In China, the 
policy stance has shifted towards easing, a 
departure from the previous singular focus on 
containing financial risks. It appears, so far, that 
policy easing will fall short of a full-scale credit 
stimulus, which the authorities appear eager to 

avoid. Additional easing over time could put 
downward pressure on China's 'A+'/Stable 
sovereign rating if it contributes to rising 

imbalances. 
More broadly, economic activity across the APAC 
region held up through the first half of 2018 on 
strong domestic demand and robust exports. 
Fiscal policies are supporting increases in 
infrastructure spending, and monetary 
conditions remain accommodative, even after 
recent tightening in some economies. 

We would expect any escalation in trade wars 
that includes the US's proposed tariffs on 
USD200 billion of China's exports to have a 
meaningful impact on the region's economies. 

Singapore, Korea and Taiwan - trade-dependent 
economies with close supply chain linkages with 
China - would be hit hardest, but some other 
economies might benefit from lower oil prices 
and a shift in manufacturing away from China. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 6796 
7234 , Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935 , Email: 
wailun.wan@fitchratings.com. 

The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 

 

China 

Foreigners raise China bond holdings 

to record in August despite EM woes   

05-Sep-2018  
•Offshore government bond holdings reach 
1.03 trillion yuan 
•18th consecutive month of increases 
•Tax incentives, lowered barriers could boost 
investment 

By Andrew Galbraith 
SHANGHAI, Sept 5 (Reuters) - Offshore 

investors lifted their holdings of Chinese 

government bonds (CGBs) to a record high in 
August, extending a streak of capital inflows 
that have defied broader global flight from 
emerging market debt. 

Investors outside of mainland China boosted 
their CGB positions by 53.9 billion yuan in July 

to 1.03 trillion yuan ($150.58 billion), according 
to Reuters' calculations based on data from 

China Central Depository and Clearing Co 
(CCDC), the country's primary bond clearing 
house.  
It is the first time offshore government bond 
holdings have exceeded 1 trillion yuan. 
Global investors have now increased their 
China bond holdings for 18 straight months, 
bringing the proportion of outstanding 

Chinese government bonds held by offshore 
institutions to a record 8.0 percent. 

The enthusiasm for Chinese bonds stands in 
stark contrast to other emerging markets, as 
fears of currency contagion from Argentina, 
South Africa and Turkey have shaken investors' 
nerves, pushing up the U.S dollar. 
Chen Long, China economist at Gavekal 

Dragonomics in Beijing, said that a fall in the 
yuan this year has not had a material impact in 
investors' decisions.  
"People sometimes say, 'oh the RMB is going 
down, so why are people buying RMB bonds?'" 
he said.  
"Come on, if you're an EM fixed income portfolio 

manager ...you are choosing between China and 
Turkey or Argentina. So OK, I'll probably buy 
more China. That's the calculation." 
He said increased interest in China could even 
push some institutional investors to cut their 
positions in other EM bonds. 

Yields on benchmark 10-year Chinese 
government bonds have fallen more than 47 
basis points from highs in late January, and are 
now around 3.65 percent, while the yuan has 

fallen nearly 9 percent from its strongest point in 
March.  
Furthermore, market players expect to see the 

pace of investment pick up as Chinese regulators 
improve access to the world's third-largest bond 
market and offer tax incentives. 
MORE INCENTIVES, FEWER BARRIERS 
China's cabinet said in late August that 
foreign investors would be exempt from 
enterprise or value added taxes on interest 
income earned in the domestic bond market 
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for three years. 

Reuters reported on Aug. 24 that China had 

implemented real-time delivery-versus-payment 
(DVP) settlement for transactions through its 

Bond Connect scheme, cleared through CCDC. 
The lack of such a settlement system had been 
seen as the last major issue preventing 
European Undertakings for Collective Investment 

in Transferable Securities (UCITS) funds from 
investing in China's bond market through Bond 
Connect. 
Bond Connect Co Ltd, a Hong Kong joint venture 
between the China Foreign Exchange Trade 
System (CFETS) and Hong Kong Exchanges and 
Clearing Co, confirmed DVP settlement 

implementation in an announcement on Aug. 27. 
It subsequently announced the launch of block 
trade allocations in a move the company said 
would simplify investors' trading strategy. 
On Wednesday, fixed-income trading platform 
Tradeweb announced that it was also able to 
facilitate the allocation of block orders in 
Chinese bonds, and said it expected real-time 

DVP settlement, tax incentives and facilitating 
block orders to allow offshore institutions "to 
invest far more easily in the Chinese domestic 
bond market." 

"We are confident that facilitating block orders in 
CNY bonds will allow investors greater flexibility 
to join the (Bond Connect) scheme, significantly 
boosting foreign investment into the Chinese 
domestic bond market," Tradeweb Markets CEO 

Lee Olesky said in a statement. 
DVP settlement and block trade allocations are 
two conditions for the inclusion of China's bond 
market in the Bloomberg Barclays Global 
Aggregate Index. 
The index, the first major global index to include 

Chinese bonds, will phase in inclusion of Chinese 

bonds over a 20-month period starting April 
2019. 
 
($1 = 6.8401 Chinese yuan) 
(Reporting by Andrew Galbraith; Editing by Kim 
Coghill) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India Bonds Up On Short Covering 

Before Weekly Debt Sale, INR Gains  

07-Sep-2018  
By Neha Dubey 
NewsRise 
MUMBAI (Sep 07) -- Indian government bonds 

rise in early trade as some market 
participants cover short positions ahead of 
weekly debt auction and tracking gains in 

rupee, traders say. Benchmark note at 

INR94.40, yielding 8.03%, against INR94.25 
previous close. “A few traders are covering short 

positions that were built up tracking the 

substantial fall in the rupee,” dealer with state-
run bank says. “Participants will wait till the 
auction result to place any larger bets,” he adds. 

New Delhi to auction bonds worth INR120 billion 
today, including INR40 billion of benchmark 
paper. Rupee gains to 71.88 against 71.99 
previous close and record low of 72.11 hit 

yesterday. Benchmark Brent crude oil contract 
flattish at $76.40/bbl after falling by 1% 
yesterday. India's benchmark yield tipped in 
8.02%-8.07% band until auction outcome. 
 
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-
61353300 
- Edited by Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Ministry of Finance of the Republic of 

India - Quarterly Report on Public Debt 

Management for the Q1 of FY 2018-19 

(April to June 2018) released  

07-Sep-2018  
Public Debt Management Cell (PDMC) (earlier 
Middle Office), Budget Division, Department of 
Economic Affairs, Ministry of Finance has 
today brought-out the Quarterly Report on 
Debt Management for the Quarter April-June 
2018 (Q1 FY 2019).  

During Q1 of FY19, the Central Government 
issued dated securities worth Rs. 1,44,000 crore 
in 12 tranches as against Rs. 1,68,000 crore in 
Q1 of FY18. The Weighted Average Maturity 
(WAM) of new issuances increased to 15.16 
years from 14.92 years in Q1 of FY 18 owing to 

issuances of longer tenor securities. The 

weighted average yield (WAY) of issuances for 
the same quarter was 7.76 per cent compared to 
7.01 per cent in Q1 of FY 18. The temporary 

cash flow mismatches were bridged through 
issuances of Cash Management Bills in three 
tranches up to Rs. 65,000 crore during the 

Quarter. The net average liquidity absorption by 
RBI under Liquidity Adjustment Facility (LAF) 

including MSF was Rs. 25,825 crore during the 
Quarter.  
Total liabilities (including liabilities under the 
'Public Account') of the Government, as per 
provisional data, increased to Rs. 79,80,667 
crore at end-June 2018 from Rs. 77,98,772crore 
at end-March 2018. Public debt accounted for 

89.3 per cent of total outstanding liabilities at 
end-June 2018 with internal debt accounting 

for 83.0 per cent of its share. Nearly 24.9 per 
cent of the outstanding dated securities had a 
residual maturity of less than 5 years. The 
holding pattern indicates a share of 42.7 per 
cent for commercial banks and 23.5 per cent for 

insurance companies by end-March 2018.  
G-Sec yields have shown a hardening trend in 
Q1 of FY19 with the increase in weighted 
average yield of primary issuances to 7.76 per 
cent from 7.34 per cent since the last quarter 
reflecting the impact of both global and 
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domestic developments. The manifestation of 

global developments being increase in crude oil 
prices, rate hike by the US Federal Reserve, 
rising geo-political tensions while domestic 

developments included weak Rupee, rise in CPI, 
demand-supply imbalance for shorter-tenor 
securities and weak demand from FPIs. The yield 
on 10-year benchmark G-Sec (7.17% GS 2028) 

closed higher at 7.90 per cent on June 29, 2018. 
A similar reflection is also observed in yield 
spreads of different maturities as at end-June 
2018 compared to those prevailing at end-March 
2018. Central Government dated securities 
continued to account for a major share of total 

trading volumes, with a share of 86 per cent in 
total outright trading and repo volumes in value 
terms during Q1 of FY 19.  
 
(C) Copyright 2018 - Ministry of Finance of the 
Republic of India 
 
 

Indonesia 

Fitch Affirms Indonesia at 'BBB'; 

Outlook Stable  

03-Sep-2018  
Fitch Ratings-Hong Kong-September 02: Fitch 
Ratings has affirmed Indonesia's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'BBB' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Indonesia's ratings balance a low government 
debt burden and a favourable GDP growth 
outlook with external challenges, including a 

strong dependence on external sources of 
financing, and several structural indicators 
that remain below rating peers. 

Bank Indonesia (BI) has hiked its policy rate by 
a cumulative 125bp since May 2018 and 
intervened aggressively in the foreign-exchange 
market, resulting in a drop in foreign-exchange 
reserves by USD13.7 billion since January 2018 

to USD118.3 billion by end-July. The measures 
are intended to contain the depreciation of the 
rupiah and stem capital outflows as a response 
to contagion from external financing pressures 
on emerging markets, and indicate a strong 
resolve to ensure stability, even though higher 
interest rates could come at the expense of GDP 

growth. Domestic inflationary pressures remain 
muted. Headline inflation fell to 3.2% in July 
2018 from 3.4% in April, at the lower end of the 

inflation target range (3.5% +/-1%). 
BI's monetary and exchange-rate policy has 
helped to stabilise foreign capital flows, but 
Indonesia's asset markets will remain 

vulnerable to market jitters, in particular given 

prospects of a widening current account deficit 
and reliance on foreign capital (37.7% of local-
currency government debt securities were held 
abroad in July 2018). BI's focus on exchange-
rate stability runs the risk of an even steeper or 
prolonged depletion of reserves than our 

baseline expectation (USD109 billion by end-

2018, equivalent to 5.3 months of current 
external payments, still above the historical BBB 
median of 4.9 months). Fitch expects the central 

bank to hike its policy rate by a further 25bp in 
2018, 50bp in 2019 and 25bp in 2020. 
The authorities' focus on macro stability over 
the achievement of ambitious growth 
objectives was a key driver for Fitch's 

upgrade of Indonesia's sovereign ratings in 

December 2017. In particular, Indonesia's 
external finances are stronger than during the 
2013 Taper Tantrum, resulting from a disciplined 
monetary policy stance in the past few years 
and macro-prudential measures that have 
helped curb a sharp rise in corporate external 

debt. Indonesia also has bilateral swap 
arrangements with Australia, Japan and South 
Korea as a second line of defence, and continues 
to participate in the Chiang Mai Initiative, 
ASEAN's regional currency swap arrangement. 
Fitch expects real GDP growth to rise 
marginally to 5.2% in 2019 and 5.3% in 2020, 
from 5.1% in 2018, supported by the 

continued public infrastructure spending 

push. However, uncertainty surrounding these 
forecasts has increased as investment growth 
has been decelerating in recent quarters and 
rising interest rates may dampen growth. 
Indonesia's GDP growth compares favourably 
with peers (current BBB median: 3.5% in 2018), 

even though it is unlikely to soon return to the 
above-6% levels it enjoyed prior to the collapse 
of the commodity boom in 2012 or the 7% that 
President Joko Widodo (Jokowi) once hoped to 
reach by the end of his term. Fitch does not 
expect the authorities to change their focus on 
macro stability in the run-up to the presidential 

elections scheduled on 17 April 2019. At this 

stage, there are also no indications of major 
changes in economic policies as a result of the 
forthcoming elections. 
Intensification of global trade tensions is 
likely to affect Indonesia mainly through the 
impact on emerging-market sentiment and 

lower commodity prices. Trade tensions could 

cause the current account deficit to widen 
further than we expected (2.5% of GDP in 2018) 
and together with the approaching presidential 
elections could also raise uncertainty 
surrounding FDI, even though a strong 
structural reform drive since September 2015 is 
gradually improving a still-challenging business 

environment. The number and duration of 
bureaucratic procedures have been reduced and 
a more standardised approach to minimum wage 

setting is in place. 
Fiscal tightening, in addition to monetary 
tightening, will in Fitch's view put downward 

pressure on real GDP growth. The government 

aims to reduce the fiscal deficit to 2.1% of GDP 
in 2018 and 1.8% in 2019, from 2.5% in 2017, 
in particular by enhancing scrutiny on spending. 
Fitch's fiscal deficit expectations of 2.3% of GDP 
in 2018 (current BBB median 2.0%) and 2.1% in 
2019 are higher than the official targets. This 
reflects spending pressures from the upcoming 
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elections and stronger rupiah depreciation than 

assumed in the budget, although the tax intake 
proved relatively strong in the first half of the 
year. Fitch assumes the next government will 

continue to adhere to a self-imposed budget-
deficit ceiling of 3% of GDP in the event of 
higher spending pressures. 

The fiscal consolidation will improve the public-
debt dynamics, but Indonesia's general 

government debt (30.4% of GDP at end-2018, 
according to Fitch forecasts) already 

compares favourably with peers (current BBB 
median 37.7%). Indonesia's low general 
government revenue of 14.0% of GDP in 2018 
stands out among peers (historical BBB median: 
32.1% of GDP), and increases reliance on state-
owned enterprises (SOE) to address the large 

infrastructure deficit. Hence, non-financial SOE 
debt of 4.4% of GDP as of March 2018 is likely 
to increase substantially in the coming few 
years, raising the state's contingent liabilities. 
Fitch considers the sovereign's exposure to 

banking-sector risks as limited. Private credit 
represents only 35.1% of GDP and the banking 

sector's capital-adequacy ratio remains strong, 
at 22.0% in June 2018. Foreign-currency loan 
exposure remains a vulnerability for Indonesian 
banks, but the share of these loans has declined 
steadily, falling to 15% by end-2017 from 17% 
in 2014 and more than 30% in the late 1990s. 

Direct foreign-currency assets and liabilities are 
also generally well-matched or hedged, and 
some liabilities relate to funding from banks' 
foreign parents. 
The Indonesian economy continues to exhibit 
some structural weaknesses relative to peers, 
notwithstanding improvements in the business 
environment resulting from the reform agenda, 

and is less developed on a number of metrics 

than many of its peers. Average per capita GDP 
remains low at USD3,926 compared with the 
current 'BBB' range median of USD11,172, while 
governance continues to be weak, as illustrated 
by a low score for the World Bank governance 
indicator (45th percentile versus the historical 

BBB median of 59th percentile). 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Indonesia a 
score equivalent to a rating of 'BBB' 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, individually or 
collectively, could trigger positive rating action 

are: 

•Strengthening of external finances, for 
instance, by an increase in foreign-exchange 
reserves, expansion of the manufacturing export 

base and lower dependence on volatile portfolio 
flows. 
•Continued improvement of structural indicators, 
such as governance standards. 

•An improvement in the government revenue 
ratio, for example, from better tax compliance 
and a broader tax base. 
The main factors that, individually or 
collectively, could trigger negative rating action 
are: 

•A sharp and sustained external shock to foreign 
and/or domestic investor confidence, leading to 
a decline in foreign-exchange reserves. 
•A material increase in the overall public debt 
burden, for example resulting from relaxation of 
the budget deficit ceiling. 
•A weakening of the policy framework that could 

undermine macroeconomic stability. 
KEY ASSUMPTIONS 
•The global economy performs broadly in line 
with Fitch's Global Economic Outlook (June 
2018). 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 

'BBB'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 
'BBB'; Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F2' 
Short-Term Local-Currency IDR affirmed at 'F2' 

Country Ceiling affirmed at 'BBB' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'BBB' 
Issue ratings on long-term senior unsecured 

local-currency bonds affirmed at 'BBB' 
Issue ratings on short-term senior unsecured 
local-currency bonds affirmed at 'F2' 

Issue ratings on Perusahaan Penerbit SBSN 
Indonesia III global certificates (sukuk) affirmed 
at 'BBB' 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935 , Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Indonesia sells 4.81 trillion rupiah of 

Islamic bonds  

04-Sep-2018  
JAKARTA, Sept 4 (Reuters) -  

•Indonesia's finance ministry sold 4.81 trillion 

rupiah ($322.17 million) of Islamic bonds at 
an auction on Tuesday, above the indicative 
target of 4 trillion rupiah, its financing and 
risk management office said. 

•The weighted average yields of the project-
based sukuk sold were higher than yields of 
comparable sukuk at the previous auction. 
•Total incoming bids for Tuesday's auction were 
10.48 trillion rupiah. 

 

mailto:Publicdebtnet.dt@tesoro.it
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($1 = 14,930 rupiah) 
(Reporting by Nilufar Rizki, Editing by Sherry Jacob-
Phillips) 
(( nilufar.rizki@thomsonreuters.com ;( +6221 2992 
7611)  

(Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Indonesia wants talks on financial 

safety nets at IMF-World Bank meet  

05-Sep-2018  

JAKARTA, Sept 5 (Reuters) - Indonesia's 

central bank said on Wednesday it is pushing 
for talks on regional financial safety nets at 
the annual meetings of the International 
Monetary Fund (IMF) and the World Bank to 
be held on the resort island of Bali next 
month. 
Southeast Asia's largest economy will host the 
meetings due to be attended by 15,000 officials, 

including central bank chiefs and finance 
ministers, at a time of intense pressure on 
emerging markets. 
Currencies, stocks and bonds in emerging 
economies have slumped due to rising U.S. 
interest rates, global trade tensions and fears of 
contagion due to crises in Argentina and Turkey. 

"There needs to be a collaboration between the 
Global Financial Safety Net and regional safety 
nets because some economies could fall deeper, 
like Argentina and Turkey," said Dody Budi 
Waluyo, deputy governor of Bank Indonesia. 
Waluyo said the IMF as the global lender of last 
resort should work with multilateral regional 

arrangements, such as Asia's Chiang Mai 
Initiative on such collaboration. 
Argentina has been forced to turn to the IMF for 

help because of a deepening economic crisis. 
Indonesian markets have also been rattled, 
with the rupiah falling to its weakest in 20 
years.  

Bank Indonesia officials have said the country's 

economy is resilient and able to withstand the 
market turbulence, citing adequate foreign 
exchange reserves and bilateral and multilateral 
swap deals as "second line of defense". 
But Indonesia's foreign currency reserves had 
declined $13.7 billion between February to July, 

partly because of regular central bank 
intervention to defend the rupiah.  
Waluyo said the IMF-World Bank meetings 
would also focus on topics such as the 
synchronization of advanced economies' 
monetary policy normalisation and the impact 
of this on emerging markets, as well as IMF 
governance reforms. 

 
(Reporting by Gayatri Suroyo; Editing by Ed Davies 
and Kim Coghill) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bank Indonesia - Official Reserve 

Assets Are High Enough in August 2018  

07-Sep-2018  
Indonesia's official reserve assets at the end 
of August 2018 were quite high at USD117.9 
billion, slightly lower than the end of July 

2018 which stood at USD118.3 billion. The 
reserve asset position was equivalent to 
financing of 6.8 months of imports or 6.6 

months of imports and servicing of government 
external debt, well above the international 
standard of reserve adequacy of 3 months of 
imports. Bank Indonesia considers the official 
reserve assets position is able to support the 
external sector resilience and maintain 
macroeconomic and financial system 

sustainability.  
The decline in the reserve assets in August 2018 
was mainly due to government external debt 
repayment and rupiah stabilization in the middle 
of increasing global financial market uncertainty. 
Going forward, Bank Indonesia considers the 

official reserve assets remain adequate 

supported by confidence in stability and the 
upbeat outlook for the domestic economy as well 
as positive export performance. 
Jakarta, 7 September 2018 
 
(C) Copyright 2018 - Bank Indonesia 
 
 

Israel 

Israel posts Aug budget deficit of 4.3 

bln shekels, tax revs slide  

06-Sep-2018  
Sept 6 (Reuters) - Israel posted a budget 

deficit of 4.3 billion shekels ($1.2 billion) in 
August to widen the deficit so far in 2018 to 
15.7 billion shekels, the Finance Ministry said 
on Thursday. 
In GDP terms, the deficit in the past 12 months 
was 2.5 percent. 

-- Income from taxes alone totaled 24.4 billion 
shekels in August, down 13.1 percent from 
August 2017. For the first eight months of 2018, 
tax income rose 1 percent. 
-- Israel set a budget deficit target of 2.9 
percent of GDP for 2018. 
 
($1 = 3.5827 shekels) 
(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 2018- 
 
 

Kazakhstan 

S&P Says Kazakhstan 'BBB-/A-3' 

Ratings Affirmed Outlook Stable  

07-Sep-2018  
Sept 7 (Reuters) - S&P Global Ratings: 
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S&P says Kazakhstan 'BBB-/A-3' ratings 
affirmed; outlook stable. 

S&P says expect Kazakhstan to maintain its 
strong net general government and external 

asset positions through 2021. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Maldives 

Moody's Says Maldives' Credit Profile 

Shows Healthy Growth, But Also Rising 

Debt, Liquidity Risks   

04-Sep-2018  
Sept 4 (Reuters) - Moody's: 
Moody's: Maldives' credit profile shows 
healthy growth, but also rising debt, liquidity 
risks. 

Moody's says that credit profile of the 
government of Maldives (B2 negative) reflects 

the sovereign's healthy growth and competitive 
tourism sector. 
Moody's says robust growth accompanied by 
budget and current account deficits, in large part 
because of significant rise in infrastructure 
spending in Maldives. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Philippines 

Fitch Rates Philippines' Yen Bonds 

'BBB'   

04-Sep-2018  
Fitch Ratings-Hong Kong-September 04: Fitch 

Ratings has assigned the Philippines' recent 
Japanese yen-denominated bonds a Long-
Term Rating of 'BBB'. 

The JPY107.2 billion 0.38% bonds will mature in 

August 2021, the JPY6.2 billion 0.54% bonds in 
August 2023, and JPY40.8 billion 0.99% bonds 
in August 2028. 
KEY RATING DRIVERS 
The rating is in line with the Philippines' Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) of 'BBB' with Stable Outlook. 

RATING SENSITIVITIES 
The rating on the bonds would be sensitive to 
any changes in the Philippines' Long-Term 

Foreign-Currency IDR. In July 2018, Fitch 
affirmed the Philippines's Long-Term Foreign-
Currency IDR at 'BBB' with a Stable Outlook. 

The Long-Term Local-Currency IDR is also 'BBB' 
with a Stable Outlook. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935 , Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

 

Qatar 

Qatar central bank sells 7.85 bln riyals 

of bonds, sukuk  

03-Sep-2018  
DUBAI, Sept 3 (Reuters) - Qatar's central bank 

said on Monday it had sold 7.85 billion riyals 
($2.16 billion) of conventional bonds and 
sukuk. 

It sold 2.45 billion riyals of three-year 
conventional bonds and 1.0 billion riyals of 
three-year sukuk at a yield of 3.75 percent. 

It also sold 3.2 billion riyals of five-year 
conventional bonds and 1.2 billion riyals of five-
year sukuk at 4.25 percent. 
 
(Reporting by Andrew Torchia) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia 

Saudi Arabia sells 4 billion riyals of 

domestic sukuk  

03-Sep-2018  
DUBAI, Sept 3 (Reuters) - Saudi Arabia's 

finance ministry sold 4.0 billion riyals ($1.1 
billion) of domestic Islamic bonds in its 
monthly auction by re-opening an issue 
originally made in July, the ministry said on 
Monday. 

It sold 2.25 billion riyals of five-year sukuk, 500 

million riyals of seven-year and 1.25 billion riyals 

of 10-year, bringing the total issue size to 7.465 
billion riyals. 
 
(Reporting by Andrew Torchia, editing by Louise 
Heavens) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi’s PIF to sign US$11bn loan next 

week  

04-Sep-2018  
Saudi Arabia’s sovereign wealth fund, Public 
Investment Fund (PIF), is set to sign a 
US$11bn syndicated loan next week, 
according to bankers close to the deal, which 
will help to fund the kingdom's economic 

transformation plans. 

The deal will be the first commercial loan for PIF, 
which is tasked with helping to deliver Saudi 
Arabia's Vision 2030 reform plan, as the country 
reduces its reliance on oil exports. 
The loan will have a five-year maturity and is 
structured as a club loan with 14-16 banks 

making commitments of up to US$1bn at three 
different levels. 

mailto:Publicdebtnet.dt@tesoro.it
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“I anticipate we will receive signing instructions 

next week,” one banker said. 
The deal has been largely self-arranged by PIF, 
which has held bilateral negotiations with each 

lender, the banker said. It will be used for 
general corporate purposes, sources told 
Reuters in July. 
"We were summoned to Saudi around four 

weeks ago for one to one meetings – it is 
exciting for banks”, a second banker said. 
Banks joining the deal will not know which other 
banks are in the group until they receive the 
final loan documentation to sign, the banker 
said. 

PIF did not immediately respond to an emailed 
request for comment. 
PLAN B 
The loan follows Saudi Arabia's postponement 
of plans to list state oil giant Aramco, which 
was expected to raise around US$100bn. 

Aramco is now looking at buying a strategic 

stake in petrochemcial firm Sabic from PIF, 

which could be worth up to US$70bn. 
The loan is seen as an essential relationship-
building exercise to win further business with the 
government, which started its economic move 
away from hydrocarbons in 2016. 
"It’s the first deal for the sovereign wealth fund 
and it cements our relationship with the 

kingdom,” the second banker said. 
PIF received commitments of up to US$20bn 
from banks eager to lend to net lucrative 
ancillary business and finally settled on the 
US$11bn figure after scaling back banks' 
commitments, the bankers said. 
The loan pays a margin of 75bp, with additional 

fees of around 60bp-70bp for the lead banks. 
PIF was originally looking for a US$6bn-$8bn 

loan, Reuters reported in July. 
The banks lending to PIF are expected to be 
similar to lenders to a US$16bn loan for the 
Kingdom of Saudi Arabia (KSA) that was signed 

in March. 
“The understanding is that the bank group and 
size (for PIF) will be very similar to the 
kingdom’s US$16bn loan - this is a government 
relationship-driven deal, the first banker said. 
“We expect it (PIF) will be a carbon copy of what 
KSA has done in its last two financings,”the 

second banker said. 
Saudi Arabia's last loan closed on March 19 and 
comprised a US$8.35bn term loan and a 
US$7.65bn murabaha financing. 
HSBC, JP Morgan and MUFG were coordinators, 
bookrunners and mandated lead arrangers on 
the deal with Bank of China, Citibank, Credit 

Agricole, ICBC, Mizuho Bank, Standard 
Chartered and SMBC as bookrunners and 
mandated lead arrangers. 
BNP Paribas, Goldman Sachs, Societe Generale 
joined as mandated lead arrangers and Bank of 
America Merrill Lynch, Deutsche Bank and 

Morgan Stanley acted as lead arrangers, 
according to LPC data. 
Top tickets for KSA’s US$16bn loan were 
US$1.425bn, whereas the top ticket for PIF's 

loan will be around US$1bn, the first banker 

said. 
 
((Sandrine.bradley@thomsonreuters.com; +44 207 
542 0651; Reuters Messaging: 
Sandrine.bradley.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2018 
 
 

South Korea 

South Korea to sell 600 bln won of 50-

yr treasury bonds next week  

07-Sep-2018  
SEOUL, Sept 7 (Reuters) - South Korea plans to 

sell 600 billion won ($534.52 million) worth 

of 50-year treasury bonds through an auction 
next week, the finance ministry said on 
Friday. 
South Korea has already disclosed its plan to 

hold an auction on Sept. 12 to sell the country's 
longest-maturity treasury bonds but set the 
amount on Friday. 
South Korea launched the 50-year bonds in 
2016 as the country's longest-maturity 

treasury bonds. It sells treasury bonds through 
auctions regularly, in maturities of 3, 5, 10 and 
20 years in addition to the 50-year paper. 
 
($1 = 1,122.5000 won) 
(Reporting by Hayoung Choi; Editing by Choonsik Yoo 
and Sunil Nair) 
(( hayoung.choi@thomsonreuters.com ; +822 3704 
5643; Reuters Messaging: 
hayoung.choi.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

EUROPE 

 

Albania 

Albania sells 9.2 bln leks (72.3 mln 

euro) of 1-yr T-bills  

04-Sep-2018  
TIRANA (Albania), September 4 (SeeNews) – 
Albania's finance ministry said on Tuesday it 

raised 9.2 billion leks ($84 million/72.3 
million euro) at an auction of one-year 
Treasury bills, in line with plan. 

The average weighted yield on the government 
securities edged up to 1.67% from 1.65% at the 
last auction of one-year Treasury bills held on 
August 20, according to data posted on the 

website of the finance ministry. 

 
(1 euro = 125.731 leks) 
Copyright 2018 SeeNews. All rights reserved. 
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Belarus 

Belarus eyes Panda bonds, rated AA+ 

by Chinese agency  

05-Sep-2018  
HONG KONG, Sept 5 (IFR) - The Republic of 

Belarus (B3/B/B) has obtained a Chinese 
domestic rating, paving the way for its debut 
Panda bond issue in the country's interbank 
bond market. 

China Chengxin has assigned a domestic rating 
of AA+ to the sovereign and a global rating of 

BBg to Belarus, according to a press release 
published on the official website of the 
Belarusian Embassy in China on September 3. 
"Obtaining a credit rating that meets Chinese 
standards is part of Belarus' preparations to 
issue sovereign bonds in China's domestic 
market," it said. 
In January 2017, Belarus conducted a non-
deal roadshow via Bank of China and ICBC 
International in Hong Kong, but it has not 
proceeded with an issue.  

 
(Reporting by Ina Zhou; Editing by David Holland) 
(( Ina.Zhou@thomsonreuters.com ; +852 29126674; 
Reuters Messaging: 
ina.zhou.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia 

Croatia's public debt stays flat m/m in 

May  

05-Sep-2018  

ZAGREB (Croatia), September 5 (SeeNews) - 
Croatia's public debt remained unchanged on 
a monthly comparison basis in May at 278.9 
billion kuna ($43.4 billion/37.5 billion euro), 
the local unit of Raiffeisen Bank International 
said on Wednesday. 

On an annual comparison basis, public debt fell 
1.5% at the end of May, RBA noted. 
The internal component of general government 

debt dropped 3.2% on the year to 172.1 billion 
kuna. 
The external component totalled 106.8 billion 
kuna, up 1.4% on the year. 
At the end of 2017, Croatia's public debt-to-GDP 
ratio stood at 78%. 
 
(euro=7.43205 kuna) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Czech Republic 

Czech end-August budget surplus 

slightly drops year-on-year  

03-Sep-2018  
PRAGUE, Sept 3 (Reuters) - The Czech central 

state budget showed a 14.77 billion crown 

($666.37 million) surplus at the end of 
August, Finance Ministry data showed on 

Monday.  
The result compares to a 15.6 billion crowns 

surplus recorded a year ago. 
Adjusted for funds from the European Union, the 
January-August budget would show a deficit of 
5.7 billion crowns, compared to a deficit of 3.1 
billion crowns in the same period last year. 

Overall expenditure rose 9.2 percent while 
income increased slower, by 8.9 percent. 
Tax income rose 6.1 percent year-on-year to 
456.8 billion crowns, including 177.6 billion 
collected in value-added tax. 
The 2018 central state deficit was approved 
by parliament with a 50 billion crown deficit. 

The central government budget is the main part 

of the EU country's overall public sector 
finances, which also include local and regional 
administrations, the health insurance system 
and various off-budget funds. 

The overall fiscal balance showed a 1.6 
percent/GDP surplus for 2017 and the ministry 

expects a 1.5 percent surplus this year. 
 
($1 = 22.1650 Czech crowns) 
(Reporting by Mirka Krufova; Editing by Robert Muller) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Estonia 

Bank of Estonia - Growth in exports of 

services brought the current account 

back into surplus  

06-Sep-2018  

•The surplus on the current account of the 

balance of payments was 118 million euros in 
the second quarter of 2018, or 1.8% of GDP. 
The surplus arose from the positive balance of 
exports and imports of services and support 
from the Structural Funds of the European 
Union.  

•The net outflow of capital shown in the financial 
account1 was 36 million euros. This mainly 

reflected investments by insurance companies 
and pension funds in foreign securities.  
•During the quarter the international investment 
position moved in the direction of net balance by 
252 million euros.  
•The volume of debt assets of Estonian residents 
increased by 1.1 billion euros over the quarter, 

while debt liabilities2 increased by 422 million 
euros.  
The current account of the Estonian balance of 
payments was in surplus by 118 million euros in 
the second quarter of 2018. This was due to 
growth in the surplus on the services account 

and support from the Structural Funds of the 
European Union. The surplus on the services 
account increased by 5% over the year to 559 
million euros, with the growth primarily in 
computer and other business services. The 
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goods deficit increased by 16% over the year to 

332 million euros. It grew mainly because of an 
increase in imports of mineral products, 
electrical equipment and mechanical machinery. 

The net outflow of investment income was 231 
million euros, which was 7% less than a year 
earlier. The outflow was mainly reduced by 
growth in the income of pension funds because 

of their investment in foreign securities, and a 
decline in the net outflow of the direct 
investment income of financial companies. The 
surplus on the capital account was 38 million 
euros. Almost half as much again was received 
in investment support as in the second quarter 

of 2017.  
The net total of the current and capital accounts, 
or net lending (+) or borrowing (-), saw a 
surplus of 155 million euros in the second 
quarter of 2018. This meant that the Estonian 
economy was again a net lender to other 
countries, so the country as a whole invested 

more financial assets abroad than it received 
from there.  
The financial account of the balance of 
payments shows that investment abroad from 
Estonia was 36 million euros larger in the 
second quarter of 2018 than investment in 

Estonia from abroad. The net capital outflow 
was primarily a consequence of investments in 
foreign securities by insurance companies and 

pension funds. The net outflow of investment 
through the banking system3 was 805 million 
euros and occurred through growth in resident 
deposits, which allowed the banks to reduce 
their foreign liabilities and increase their foreign 
assets. The growth in client deposits came from 

investment in companies and from the current 
account, as high levels of exports led more 

money to flow into companies, which they 
deposited in banks operating in Estonia. The 
inflow of direct investment was 762 billion euros 
bigger than the outflow. A large part of the 
inflow of investment came from the sale of 

shares in businesses by residents to non-
residents.  
The net international investment position at the 
end of the second quarter of 2018 showed that 
the external liabilities of Estonian residents 
exceeded their external assets by 7.2 billion 
euros, or 29% of GDP for four quarters.  
Statistics for the gross external debt show 
that at the end of the quarter, the debt assets 
of Estonian residents from non-residents were 
3.9 billion euros, or 16% of GDP for four 
quarters, larger than their debt liabilities. 
Both debt assets and debt liabilities grew during 

the quarter.  
For more detail on the financial account, the 

international investment position and the 
external debt see the external sector statistics.  
Eesti Pank will release the preliminary statistics 
for the balance of payments, the international 
investment position and the external debt for 
the third quarter of 2018 together with an 
economic policy and statistical comment on 6 

December 2018 at 08.00.  
Background Information  

Eesti Pank accompanies the release of statistics 

on the balance of payments, the international 
investment position and the external debt with a 
separate statistical release and an economic 

policy explanation.  
The statistical release on the balance of 
payments describes the main changes in the 
balance of payments, the international 

investment position and the external debt. The 
release is independent of economic policy 
releases and is presented separately from them.  
 
(C) Copyright 2018 - Bank of Estonia 
 
 

Hungary 

Hungary's budget deficit widens in 

August  

07-Sep-2018  

BUDAPEST, Sept 7 (Reuters) - Hungary posted 

a 155.3 billion forint ($557.09 million) budget 
deficit in August, the Economy Ministry said 
on Friday, adding it was on track to meet its 
2018 deficit target of 2.4 percent of economic 
output with GDP growth expected to exceed 4 
percent. 
In the January-August period, the cash flow 
deficit widened to 1,646.2 billion forints, which 

the ministry said was largely due to financing 
provided for projects that will be later co-
financed by the European Union. 
 
($1 = 278.77 forints) 
(Reporting by Krisztina Than) 
(( krisztina.than@thomsonreuters.com ; +36 1 327 
4745; Reuters Messaging: 
krisztina.than.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

R&I - Hungary: R&I Upgrades to BBB, 

Stable  

07-Sep-2018  
R&I Upgrades to BBB, Stable: Hungary  
Rating and Investment Information, Inc. 
(R&I) has announced the following:  

ISSUER:  
Hungary  
Foreign Currency Issuer Rating: BBB, Previously 
BBB-Rating Outlook: Stable  
The Central Bank of Hungary  
Foreign Currency Issuer Rating: BBB, Previously 
BBB-Rating Outlook: Stable  

RATIONALE:  
Hungary's economy is faring well. The fiscal 
balance is kept on a broadly improving trend, 
and government debt is declining relative to 

gross domestic product (GDP). With the 
current account balance in surplus, external debt 
is decreasing and foreign reserves are sufficient 
to cover short-term external debt. In light of a 

diminishing risk of economic, fiscal and external 
stability being undermined, R&I has upgraded 
the Foreign Currency Issuer Rating to BBB.  
Real GDP grew 4.0% in 2017, propelled by a 
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strong expansion of fixed capital formation 

mainly stemming from a recovery in public 
investment, as well as by buoyant private 
consumption reflecting pay raises and the 

increased number of employees. In 2018, real 
GDP growth is continuing at more than 4.0%, 
with domestic demand serving as a driver. The 

central bank projects 4.4% growth for 2018, 

and the European Commission (EC) and 
private-sector forecasting institutions predict 

growth of around 4.0%. Growth is expected to 
slow to less than 4.0% in 2019, but this forecast 
is higher than the economy's potential growth 
rate estimated at about 3%. The output gap 
remains positive on the back of robust demand. 
With the labor market tightening, the 

unemployment rate has fallen below 4.0%. 
Going forward, factors in the supply side such as 
a labor shortage should act as a constraint on 
economic growth.  
The current account balance has been 

consistently in surplus. External debt, which had 

been above 150% of GDP at its peak, fell to 
83.2% of GDP at end-1Q 2018. The external 
debt excluding foreign direct investment-related 
liabilities, which is announced by the central 
bank, stood at 59.4%. The ratio of foreign 
reserves to short-term external debt on a 
remaining maturity basis was around 1.3x. 
Given these factors, coupled with an 
improvement in the net international 
investment position, external fragility has 
lessened.  

In the banking sector, earnings have risen 
substantially through the mitigation of a tax 
burden and a decrease in credit costs. Capital 
adequacy and liquidity are well above 

requirements, and the non-performing loan ratio 
is declining. House prices keep climbing, as 

exemplified by about a 100% increase during 
the period from end-2013 to end-2017 in the 
capital Budapest. The central bank points out 
that this marks only a recovery to pre-crisis 
levels. Because Hungary's households have a 

lower debt to GDP ratio than those of other 
countries in central and eastern Europe and the 
growth rate of outstanding credit to this sector is 
modest, there is no concern at present that the 
housing market will be overheated. Attention 
should be paid, however, if the current situation 
continues.  
The general government fiscal balance was a 
deficit of 2.0% of GDP in 2017. The deficit 
was wider than that in 2016, but narrower 

than the initial projection thanks to revenue 
growth that exceeded expectations and 

expenditure restraint. For 2018, the government 
projects a fiscal deficit of 2.4% of GDP, which, if 
realized, will be worse than a year earlier for the 

two consecutive years. Even so, the 

government is committed to keeping fiscal 
deficits below 3%, and plans to reduce 

deficits from 2019 onwards. Given factors such 
as the strong economy and the low interest rate 
environment, it is unlikely that the fiscal balance 
will significantly deviate from the government's 

estimate. The fiscal balance is at a level 

acceptable for the current rating, in R&I's view. 
Outstanding general government debt is on a 
downward trajectory, dropping to 73.6% of 
GDP at end-2017.  

To ensure economic and fiscal stability over the 
medium to long term, R&I believes that the 
government and the central bank need to 
exercise more prudent policy management. The 
cyclically adjusted structural budget balance net 

of one-off and temporary measures, as 
announced by the EC, is deteriorating, 
suggesting its fiscal policy is expansionary. While 
inflation stays above the target of 3%, the 
central bank left its policy rate unchanged at the 
August monetary council meeting and expressed 
it would maintain accommodative policy. 

Initiatives for structural issues, including 
measures to improve the labor market and the 
business climate, are not well underway. R&I will 
pay attention to the progress of structural 
reforms, as well as whether monetary policy can 

be flexibly adjusted in response to changes in 

the economic and financial environment while 
efforts for structural reductions in fiscal deficits 
go on.  
The primary rating methodology applied to this 
rating is provided at "R&I's Analytical Approach 
to Sovereigns". The methodology is available at 
the web site listed below, together with other 

rating methodologies that are taken into 
consideration when assigning the rating.  
 
(C) Copyright 2018 - R&I - Rating and Investment 
Information Inc. 
 
 

Latvia 

Latvian gov't raises 350 mln euros via 

two additional bond issues  

05-Sep-2018  
RIGA, Sept. 5 (Xinhua) -- The Latvian 

government on Wednesday raised 350 million 
euros via two additional long-term Eurobond 
issues, local media reported, citing 
information from the Treasury. 

The transaction concludes Latvia's borrowing 
program for this year, which already saw the 
launch of two earlier Eurobond issues, worth 650 
million euros in total, in May. 
The Treasury said the money would be used 
for this year's financing needs and a 
repayment of government debt due in 2019. 

On Wednesday, the Treasury issued 150 million 
euros worth of 10-year bonds with a fixed 

coupon rate of 1.125 percent per year (0.997 
percent yield) and 200 million euros worth of 
30-year bonds with a fixed coupon rate of 2.25 

percent (1.861 percent yield). 
The additional bond issues, arranged by Citi, JP 
Morgan and Natixis, drew around 70 investors, 
mostly from European countries.  
 
Copyright (c) 2018 Xinhua News Agency 
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IMF - IMF Executive Board Concludes 

2018 Article IV Consultation with the 

Republic of Latvia  

06-Sep-2018  
On August 31, 2018, the Executive Board of 
the International Monetary Fund (IMF) 
concluded the Article IV consultation  with the 
Republic of Latvia.  

Growth in 2017 rebounded with a strong, broad-
based upswing, supported by increasing wages, 
a recovery of private investment, and 
accelerated absorption of EU funds. 

Nominalgross wages rose by 7.8 percent, the 
unemployment rate declined to 8.2 percent-the 
lowest rate since 2008-and the average inflation 
rate reached 2.9 percent. With import volumes 
rising by 9.5 percent, the current account swung 
into a moderate deficit of 0.8 percent of GDP. 
Real GDP growth is projected to moderate to 3.7 

percent in 2018, driven by continued strong 
domestic demand.  
Government revenues overperformed in 2017, 
buoyed by strong economic activity and wage 
growth. Nonetheless, the 2017 general 
government structural balance recorded a 
deficit of 0.8 percent of GDP (ESA definition), 
which resulted in a positive fiscal impulse 
rendering fiscal policy procyclical.  

Despite the suspension of activities of Latvia's 
third largest bank on money laundering 
concerns, the banking system remains well 
capitalized and liquid, with capital-to-risk-
weighted assets of 22.4 percent and liquid 
assets exceeding 80 percent of short-term 
liabilities at end-March 2018. Deleveraging of 

both households and nonfinancial corporations 
(NFCs) continued, with household debt to 

income now at half of its pre-crisis levels, and 
corporate debt to GDP down by more than a 
quarter from its peak in 2010.  
Executive Board Assessment  
Executive Directors commended the 

continuing buoyant growth in Latvia in the 
context of strong macroeconomic 
fundamentals and the authorities' 
commitment to maintaining prudent fiscal 

balances and public debt levels. At the same 
time, they considered that the medium-term 
outlook is challenging, with risks tilted to the 
downside, especially on the domestic front. 
Directors emphasized the need to address the 

risk of overheating and to tackle policy 
challenges by focusing reforms on three key 
areas: easing labor market constraints and 
improving productivity, reviving domestic credit 

to support investment, and strengthening the 
enforcement of the AML/CFT framework to 

safeguard financial sector stability.  
Directors noted that labor market constraints 
and demographic headwinds pose significant 
challenges to the medium and long-term 
outlook. They advised the authorities to focus on 
structural reforms that support labor market 
participation, reduce structural unemployment, 

and raise labor productivity. Reform measures 

could include the use of skill-matching and skill-

building policies, better access to housing, 
revisiting the minimum wage structure, 
improving labor participation of targeted groups, 

and encouraging appropriate labor immigration.  
Directors commended the authorities for 
setting ambitious fiscal objectives. They 
underlined that upfront consolidation will be 
needed, especially given the current 

procyclicality of fiscal policy. Directors 
encouraged the authorities to use the favorable 
macroeconomic conditions to mitigate 
overheating risks and build fiscal buffers. They 
noted that the ongoing tax reform would help 
reduce the high tax wedge and improve 
progressivity of the tax system, and urged the 

authorities to increase revenue mobilization to 
mitigate the upfront cost of the reform. Directors 
emphasized that more should be done to 
improve the growth friendliness and 
inclusiveness of the fiscal policy mix, including 

by reallocating spending toward better targeted 
social protection programs and productive 

investments.  
Directors welcomed the authorities' efforts to 
enhance regulation and lending standards that 
have helped improve banks' balance sheets and 
supported financial sector stability. They also 
stressed that, over the medium term, the 
financial system needs to become more 

supportive of investment. In this regard, 
Directors recommended that reforms address 
risks from the insolvency framework and the 
shadow economy.  
Directors expressed concern about the 
possible reputational impact on the financial 
system from money laundering allegations 

involving banks servicing foreign clients 
(BSFCs), and concurred that steadfast actions 

are needed to restore its reputation. Directors 
urged the authorities to ensure effective 
enforcement of AML/CFT regulations, focusing 
on mitigating risks from non-resident deposits 
and opaque companies. They also noted that 
changes in the banking legislation, alongside 

harmonization at the EU level, should provide 
more adequate tools to liquidate banks deemed 
to be failing or likely to fail. Directors stressed 
that such reforms, and careful management of 
the refocusing of BSFCs, will be key to minimize 
financial sector stability risks.  

It is expected that the next Article IV 
consultation with Latvia will be held on the 
standard 12-month cycle.  
Under Article IV of the IMF's Articles of 
Agreement, the IMF holds bilateral discussions 

with members, usually every year. A staff team 
visits the country, collects economic and 

financial information, and discusses with officials 
the country's economic developments and 
policies. On return to headquarters, the staff 
prepares a report, which forms the basis for 
discussion by the Executive Board.  
At the conclusion of the discussion, the 
Managing Director, as Chairman of the Board, 

summarizes the views of Executive Directors, 
and this summary is transmitted to the country's 
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authorities.  

 
(C) Copyright 2018 - IMF - International Monetary 
Fund 
 
 

Poland 

Poland's finance minister expects 

budget deficit in Jan-Aug period  

04-Sep-2018  
KRYNICA ZDROJ, Poland, Sept 4 (Reuters) - 
Poland's central budget had a deficit in the 
January-August period, Finance Minister 
Teresa Czerwinska said on Tuesday. 

Poland's central budget deficit amounted at 0.9 
billion zlotys ($241.69 million) in January-July. 
"It is only the beginning of September, so it is 
difficult to provide detailed data, but I expect a 
deficit after August," Czerwinska told reporters 

on the sidelines of an economic forum in Krynica 
Zdroj, southern Poland.  

 
($1 = 3.7238 zlotys) 
(Reporting by Marcin Goclowski Writing by Anna Koper 
Editing by Matthew Mpoke Bigg) 
(( warsaw.newsroom@thomsonreuters.com ; +48 22 
6539700; Reuters Messaging: 
warsaw.newsroom.reuters.com@thomsonreuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

S&P affirms Romania at BBB-/A-3 with 

stable outlook  

03-Sep-2018  
BUCHAREST (Romania), September 3 
(SeeNews) - Standard & Poor's maintained 

Romania's rating at BBB-/A-3, with a stable 
outlook, mostly due to the country's 
Romania's moderate external and government 
debt. 

"The stable outlook reflects our opinion that 
although Romanian politics remains turbulent 
and is becoming increasingly interventionist--
existing checks and balances will still be robust 
enough to withstand political attempts to 

interfere in the independence of institutions," 
S&P said in a statement late on Friday. 
In addition, analysts foresee that Romania's 
twin deficits will remain elevated as a result 
of the government's pro-cyclical fiscal stance, 
and expect that general government and 
external debt will increase only gradually over 
the next two years, barring a major economic 
slowdown. 

S&P also said it could raise the ratings if if 
Romania's institutional environment stabilized 
and the government made more sustained 
headway with budgetary consolidation, put net 
general government debt firmly on a downward 
trajectory, and strengthened its governance 
framework. 

On the other hand, ratings could be lowered if 

S&P considered that  policies are eroding the 
independence of key institutions, undermining 
confidence in the stability of checks and 

balances, then precipitating public unrest and 
weakening foreign investor confidence. 
Moreover, S&P would consider a negative 

rating action if policy reversals caused 

general government deficits, debt, and 
borrowing costs to increase significantly or if 
external imbalances re-emerged such that 
Romania's widening current account deficit 
was increasingly financed with debt. 

S&P last reviewed Romania's rating in March, 
when it affirmed it at BBB-/A-3, with a stable 
outlook due to the country's moderate external 
and government debt, amid strong growth 

prospects. 
On August 25, Moody's Investors Service 
affirmed Romania's Baa3 long-term issuer and 
senior unsecured ratings with stable outlooks. 

Standard & Poor's also said in the statement: 
"RATIONALE 
The ratings are supported by Romania's 

moderate external and government debt, and 

strong growth prospects. However, we 
estimate Romania's GDP per capita at just over 
$10,000 in 2017, the second-lowest in the EU. 
Low income and wealth levels constrain the 
rating, alongside Romania's continuing budget 
deficit, weak institutional and governance 

effectiveness, and continued political 
uncertainty. Institutional and Economic Profile: 
Political interference in institutions risks eroding 
checks and balances as short-term focused 
policies and political volatility overshadow the 
economic boom 
Political instability and repeated government 

efforts to interfere in the judiciary could erode 

the independence of key institutions, create 
public unrest, make economic policymaking 
increasingly unpredictable, and unsettle foreign 
investor sentiment. Expedient and consumption-
focused fiscal policy fosters income convergence 
but the lack of structural reform initiatives in 

infrastructure and education could drag on 
longer term trend growth and stagnate growth 
potential. Romania's economic growth has been 
strong over recent years, recently reaching 
levels well above potential. The economy is set 
to cool down from rate hikes and reduced fiscal 

impetus. 
Continued conflict within the ruling party, PSD, 
has seen three prime ministers appointed in 14 
months. The ensuing lack of visibility about the 
government's agenda and frequent revisions to 

the country's tax code have hampered 
businesses' ability to make long-term plans. To 

date, we view the policies of the incumbent 
government as predominantly short term in 
nature, focusing the available fiscal space on 
public sector wage and pension increases. 
Structural reform initiatives are lacking, 
meanwhile, to the detriment of the ailing 
infrastructure network and underperforming 

education system. Over the medium term the 

lack of progress in these areas could hamper 
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growth and act as a deterrent for foreign 

investors. While the economy boomed in 2017 

and signs of overheating increasingly 
emerged, the responsibility for 
macroeconomic stabilization was left to 
monetary policy, while fiscal policy remained 

pro-cyclical. The central bank withstood political 
pressures and tightened monetary policy to 
steer the economy toward a more balanced 

macroeconomic position, defusing imminent 
overheating concerns. The government has 
made repeated attempts to implement 
legislative changes. If these changes go through, 
they could diminish checks and balances 
between institutions and potentially delay 
necessary structural reforms. Romania continues 

to suffer from corruption, although the anti-
corruption agency National Anticorruption 
Directorate (DNA) has made gradual 
improvements in recent years. That said, 
controversial legal reforms to weaken corruption 

charges and political interference in independent 
institutions risk weakening the rule of law. 

Moreover, anti-corruption work and the 
legitimacy of the DNA could diminish as recent 
initiatives risk diluting its independence. Fiscal 

stimulus and a favorable external 
environment sparked an economic boom in 
Romania in 2017 with the economy growing 

at 6.9%, the fastest in the EU. This high 
headline growth was fueled mainly by domestic 

demand, especially related to consumption 
boosted by double-digit wage growth and tax 
cuts, meaning higher disposable incomes. Net 
external demand, on the other hand, subtracted 
from growth as domestic demand pushed up 
imports. Overall, Romania's average per capita 

growth exceeds peers'. However, we expect this 
momentum to be transitory and the future 

trajectory to depend on the degree to which 
Romania is successful in sustaining solid 
investment growth. This could happen via 
increased absorption of EU funds, which to date 
has been lackluster. In 2018, we forecast real 

GDP growth to slow to about 4.3% as 
consumption growth normalizes and external 
demand moderates. Notably, budgetary 
constraints will limit the government's ability to 
fuel Romania's economy, and structural 
shortcomings will impede growth. Romania's 
headline unemployment rate declined to 4.9% in 

2017, but this comes hand in hand with 
increasing shortages of skilled labor. Moreover, 
if rapid wage increases, which arguably foster 
convergence and may help reduce net 
emigration, were to continue, Romania's hard-

won competitiveness gains could quickly erode. 

We also believe that structural reforms will be 
required to ensure a more robust economic 
growth trajectory through enhancing the value-
adding component of Romanian industries, 
rather than relying only on cost competitiveness. 
Over the medium term, GDP growth rates are 
set to converge toward those more in line 
with Romania's growth potential, absent 

stronger structural reform efforts. We forecast 
average growth of 3.5% annually in 2019-2021. 

Repeated bouts of political volatility have 

distracted the government's attention away from 
growth-enhancing reforms. In particular, 
Romania's business environment has 

deteriorated over the past three years, as 
indicated by the World Bank's Ease Of Doing 
Business survey and the World Economic 
Forum's Global Competitiveness Ranking, with 

Romania dropping by some 15 places in the 
latter. In this vein, we observe an increasing 

emigration trend in the young, educated work 
force related to discontent with current trends 
in institutions as well as a perception of bleak 
prospects for improvements in general living 

conditions. Reasons for leaving Romania are not 
necessarily always salary related. The Romanian 

authorities will struggle to counter this and 
secure a more robust growth trajectory, as well 
as sustainably manage the dynamics of a rapidly 
aging population, unless they act to win back the 
sizable diaspora and reverse the brain drain. 

Flexibility and Performance Profile: The twin 
deficits are widening amid fiscal and external 

buffers 
Pressures on the fiscal position will persist in the 
absence of corrective measures. Current account 
deficits continue to widen in nominal terms, 
although funding remains stable. National Bank 
of Romania rate hikes are taming inflation this 
year and putting it on track to reach the 3.5% 

target by early 2019. 
The general government budget deficit 
remained below 3% in 2017 thanks to 
stronger-than-expected revenue performance, 
supported by high nominal GDP growth, 
another year of underspending of the capital 
budget, and increased dividends from state-

owned enterprises. However, double-digit wage 
increases in the public sector have tilted the 

structure of government spending further toward 
inflexible social- and wage-related spending and 
away from investment. Romania's large fiscal 
deficit, amid very rapid economic expansion, 
highlights the country's vulnerability to potential 
external shocks and a sudden slowdown in 

growth. The government's pro-cyclical fiscal 

policy is eroding fiscal gains hard won during 

the post-crisis years. The year-end budget 
deficit was artificially contained, to an extent, by 
the effects of accounting measures related to 
VAT. This hid a wider structural deficit. In May 
2018, the European Commission (EC) issued a 
warning to Romania about failing to take 

effective action to correct its structural deficit 
position. We note the authorities' strong 
commitment to the general government deficit 

remaining below the 3% of GDP Maastricht 
deficit ceiling, partly because a breach could 
jeopardize Romania's access to EU structural 

funds. Moreover, we observe that Romania is set 
to take on the Presidency of the Council of the 
EU in January 2019 and will seek to avoid near-
term clashes with the EC. As such, we believe 
that the government will impose a series of fiscal 
consolidation measures, likely focused on further 
slashing its capital expenditure budget, and 

achieve a deficit of 3% for year-end 2018. On 
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the revenue side, we believe that the fiscal 

budget will again be helped by strong nominal 
GDP growth, likely returning to double digits and 
providing a notable boost to government 

revenue generation. For 2019 we forecast a 
deficit of 3.6% of GDP, based on likely lower 
growth. Moderating nominal GDP growth will 
dampen government revenue growth and reduce 

room to manoeuver on the capital spending side. 
In this regard, we believe cutting investment 
spending to keep the deficit in check is not 
sustainable, given Romania's infrastructure 
needs. Closing the gap between VAT owed and 

VAT collected--the widest in the EU according 
to EC data--could help reduce the deficit. 
Adding to the fiscal uncertainty are the 
upcoming referendums, presidential in 2019 and 
parliamentary in 2020, which could dampen 
political willingness to make necessary corrective 
measures. For example, a recent 

announcement made by the government on 
hikes in public pensions for 2020-2021 
suggests that short-term political gains could 

continue to influence fiscal strategy and direct 
allocation from the capital to the current 

spending side of the budget. Moreover, the 
government plans to make contributions to the 
second pension pillar optional. This could unlock 
flows to the tune of 0.8% of GDP into the 
budget, while partly diluting the long-term 
sustainability of the pension system. We believe 

the pressures on Romania's budget will persist 
over our forecast horizon through to 2021. 
Romania's public debt burden is modest in an 
EU comparison. In line with our deficit 
forecast, we also expect Romania's general 
government debt, according to EU 
methodology, will continue to increase 

gradually. We forecast its debt could reach 38% 

of GDP by 2021. Moreover, its debt profile 

remains constrained by a relatively high share of 
foreign currency-denominated debt, as well as 
the domestic banking sector's high exposure to 
the government. However, the government 
continues to cover a large part of its financing 
needs on the domestic market. Importantly, the 

government maintains a hard currency buffer 
covering four months of gross financing needs, 
which provides an additional safeguard during 
periods of market turbulence. We do not expect 

any significant reductions in government debt 
from potential privatizations in the medium 

term. The Romanian government has seen its 
proposal to set up a Sovereign Development and 

Investment Fund (FSDI) recently rejected by the 
constitutional court, and the timing for the 

resumption of this initiative is not clear. This 
fund was intended to pool the state's shares in a 
number of state-owned enterprises, such as 
Hidroelectrica, to more efficiently carry out and 

finance larger investment projects. The 
government had aimed to create the FSDI 
outside the general government sector as 
defined by the European system of national and 
regional accounts. In nominal terms, Romania's 
current account deficit almost doubled in 2017, 
reaching 3.4% of GDP. Robust export 

performance was not able to offset the impact of 

domestic demand on the import side of the trade 
balance. Rising import prices, especially for 
energy, also had an adverse effect on the 

current account. We anticipate that pressures on 
the current account will continue to build 
through 2018 and 2019 as government 
consumption keeps driving imports. Together 

with somewhat slowing services exports, this will 
widen the deficit. We forecast an increasing 
current account deficit in nominal terms, 
although as a share of GDP it could start 
declining after peaking at over 4.0% of GDP in 
2019 to about 3.6% by 2021. Positively, we 

observe that the funding of the current account 
deficit stems primarily from stable, non-debt-
creating inflows. Surpluses on the financial and 
capital account covered about 80% of the 
current account deficit in 2017. We think this will 
remain the case as long as existing foreign 
investors keep re-investing earnings and 

boosting the country's FDI inflows. Still, we 
observe a lack of foreign greenfield investments 
suggesting that investors might be increasingly 
concerned about the rapid wage growth, lack of 
infrastructure development, and persisting 
political uncertainties. Even if Romania fails to 
notably boost its EU fund absorption capacity, 

however, we believe its external buffers will 
remain over our forecast horizon. Our base-case 
forecast is that Romania's external debt metrics 
will stay moderate. We estimate its net narrow 
external debt, our preferred measure, will 
average 25% of current account receipts 

(CARs), while gross external financing needs will 
be less than 100% of CARs on average, 
throughout our forecast horizon. Continued 

external deleveraging, particularly in the 
financial sector--which used a period of low 
credit demand and rising deposits to repay 
loans to foreign parent companies--helped 
Romania achieve the fourth-lowest narrow 
net external debt ratio in the EU in 2017. 
Romania's predominantly foreign-owned banking 

sector remains sound, in our view. The system's 
loan-to-deposit ratio declined to just over 76% 
at year-end 2017 from its peak of 137% in 
2008. Liquidity and solvency ratios remain 
strong, and banks have maintained their 
profitability despite low interest rates. Lending 

growth has remained positive for the past two 
years, with loans to households and loans 
denominated in Romanian leu increasing 
strongly. Most of the credit growth stems from 
mortgage loans that benefit from the 
government's Prima Casa program, designed to 

support first-time homebuyers through a 50% 

guarantee by the government. Nonperforming 
loans have shown an impressive decline, 
reducing more than threefold to less than 6% of 
total loans by Dec. 31, 2017, from over 21% at 
midyear 2014. Romania continues to operate a 
managed float of the Romanian leu under an 
inflation-targeting regime with a target band for 

inflation at 2.5% (+/-1%). Surging inflation 
since the fourth quarter of 2017 prompted the 
National Bank of Romania to take assertive 
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action, hiking rates three times in the first half 

of 2018 by a total of 75 basis points. These 
actions appear to have curbed inflation after it 
hit a 5.4% year-on-year peak in June. It has 

since notably calmed and we expect it will ease 
back toward the upper end of the target range 
by year-end 2018, although we cannot rule out 
further increases. The central bank rate hikes 

together with its strategy to absorb the liquidity 
in the bank market has sustained the foreign 
exchange rate. Contrary to regional peer 
currencies, it has remained stable and avoided 
depreciation. We observe that some foreign 
exchange reserve outflows probably helped the 

leu and we expect that the central bank will 
continue its strategy of smoothening out foreign 
exchange rate volatility by moderately 
intervening in the market." 
 
(1 euro=4.6440 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Romania central bank's FX reserves 

edge down in August  

03-Sep-2018  
BUCHAREST, Sept 3 (Reuters) - The Romanian 

central bank's foreign exchange reserves, 

excluding 103.7 tonnes of gold, edged down 
by 318 million euros ($369.20 million) to 
31.06 billion euros in August, the bank said on 
Monday. 

Inflows were 837 million euros, mainly 
representing changes in credit institutions' 
foreign currency-denominated required reserves 
and inflows into finance ministry's accounts. 
Outflows totalled 1.155 billion euros and 

reflected changes in credit institutions' foreign 

currency required reserves, interest payments 
and principal repayments on foreign currency 
public debt. 
The central bank said payments to service 
external public and publicly guaranteed foreign 

currency debt in September amounted to 199 
million euros. 
 
($1 = 0.8613 euros) 
(Reporting by Radu Marinas) 
((radu.marinas @thomsonreuters.com ; +40 21 305 
5263; Reuters Messaging: radu.marinas 
.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Russia 

Russian Eurobonds falling on investor 

caution about EM debt  

05-Sep-2018  
MOSCOW. Sept 5 (Interfax) - Prices for most 

Russian Eurobonds are falling moderately on 
Wednesday as investors exercise caution with 
regard to emerging market debt. 

US Treasuries are steady and sovereign spreads 
are widening somewhat. 
Russia's benchmark 2030 bonds were down 7 

basis points from previous closing by 6:15 p.m. 

Moscow time at 109.55% with yield at 4.355% 
per annum, up 2 bps. Four-year US Treasuries 
were up 1 bp from previous closing at 98.68%, 

with yield down 0.5 bps to 2.625%. Spread 
between Russia-30 and UST4 widened 2.5 bps to 
173 bps. 
Russia's 2043 bond was down 2 bps to 105.89% 

yielding 5.44%, unchanged; the 2042 bond was 
down 11 bps to 102.78%, yielding 5.415% up 1 
bp; the 2026 bond up, by 3 bps at 99.1% with 
yield down 0.5 bps to 4.89%; and the 2023 
bond rose 4 bps in price to 102.18% yielding 
4.385%, down 1 bp. 

The new 2047 bond was down 5 bps to 94.19% 
with yield up 0.5 bps to 5.66%; and the new 10-
year bond maturing in 2027 was down 14 bps at 
94.88%, with yield up 0.5 bps at 4.975%. 
 
Copyright © 2018 Interfax. All rights reserved. 
 
 

Slovakia 

Slovakia to hold two bond auctions in 

September  

05-Sep-2018  

PRAGUE, Sept 4 (Reuters) - Slovakia will offer 

two bonds coming due in 2023 and 2028 in 
auctions on September 17, the country's debt 
management agency ARDAL said on 
Wednesday. 

The indicated amount in the competitive round 
of the auction is seen at 103.6 million euros for 
the 2023 bond and 100 million euros for the 

2028 bond, Ardal said in a monthly report. 
A non-competitive round offering bond coming 

due in 2028 will follow on September 18. 
 
(Reporting by Mirka Krufova; Editing by Robert Muller) 
(( prague.newsroom@thomsonreuters.com ; +420 224 
190 477; Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Slovenia 

Slovenia's incoming government to go 

ahead with listing NLB this year  

06-Sep-2018  
By Marja Novak 
LJUBLJANA, Sept 6 (Reuters) - Slovenia's new 

government plans to maintain the country's 
plans to sell at least 50 percent of state bank 
Nova Ljubljanska Banka (NLB) via a stock 
market listing this year and sell a further 
stake next year, its incoming finance minister 
said on Thursday. 

It will also sell all of state bank Abanka next 

year, as planned under the previous 
government, and aims to reduce public debt to 
within EU limits by 2021, Andrej Bertoncelj told 
a parliamentary hearing. 
He is due to become finance minister next week 
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when parliament is expected to confirm the 

minority centre-left government of prime 
minister-designate Marjan Sarec. 
Slovenia, which narrowly avoided an 

international bailout for its banks in 2013, 
agreed to sell majority stakes in NLB and 
Abanka in exchange for the European 
Commission's approval of state aid to those 

banks in 2013, but the sales have been long 
delayed. 
"We plan to complete the sale of NLB and 
Abanka in the years 2018 and 2019," Bertoncelj 
told the hearing, without giving more details.  
The government will maintain a 25 percent stake 

in NLB so that it has a say in key business 
decisions, but will sell all of Abanka. 
Bertoncelj, 61, also said the new government 
planned to reduce public debt to less than 60 
percent of gross domestic product. 
"The plan is to reduce debt to below 60 percent 
of GDP by 2021," Bertoncelj said. At present 

Slovenian public debt amounts to about 70 
percent of GDP, well above the maximum limit 
of 60 percent of GDP that is allowed for EU 
members. 
TAX OVERHAUL 
The coalition agreement of five centre-left 
parties, signed last week, showed the 
incoming government plans to increase taxes. 

That prompted warnings from several business 
groups and companies that higher taxation could 
lead to lower investment and economic growth 
and fewer jobs. 
Bertoncelj said a general tax overhaul is needed 
but gave no details, saying no decisions will be 
taken in haste but would be based on thorough 

analyses. 
The coalition agreement indicates taxes on 

capital, labour and real estate are likely to be 
increased. 
Bertoncelj said the incoming government will 
also adjust the 2019 budget plan in October 

because public sector wages are expected to rise 
next year by more than earlier expected while 
the absorption of European Union funds is slower 
than previously envisaged. 
Under the previous government, the finance 
ministry said Slovenia would end 2018 with a 
budget surplus of 0.4 percent, versus a 
surplus of 0.03 percent last year, and would 
run a surplus in 2019. Bertoncelj did not give 

new targets. 

 
(Reporting by Marja Novak; Editing by Jason Neely 
and Susan Fenton) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey 

Fitch Ratings: Turkey Faces Lower 

Growth, Lengthy Forced Adjustment  

04-Sep-2018  

Fitch Ratings-London-September 04: The lira's 
sharp fall will force a rebalancing of Turkey's 

economy through lower growth and a 
narrowing of the current account deficit, Fitch 

Ratings says. We have cut our growth forecasts 
for 2018-2020, and see significant and 
widespread downside risks. 
We now expect real GDP to increase by 3.8% in 
2018 and 1.2% in 2019, with a quarterly 

contraction projected for the final three quarters 
of 2018. These rates of economic growth are 
0.7pp and 2.4pp lower, respectively, than our 
assumptions when we downgraded Turkey's 
sovereign rating to 'BB'/Negative on 13 July 
2018. We expect that growth will recover 
somewhat in 2020, to 3.9%, but will remain 

below the trend rate. Our forecasts are subject 
to considerable uncertainty. Risks to our 
baseline scenario are primarily to the downside 
and include policy missteps, heightened financial 
stress in the private sector, geopolitical tensions 

and potential capital flight. 
Our revised forecasts assume that the 

authorities will continue taking short-term 
measures to support the lira, and that the 
Central Bank of the Republic of Turkey will raise 
rates, but that these will be insufficient to lower 
the rate of inflation to single digits until at least 
end-2020. The central bank said on Monday that 
its "monetary stance will be adjusted" when it 

meets later in September, after data showed 
annual consumer price inflation was 17.9% in 
August. 
We expect tougher external conditions and 
tighter domestic policy to underpin the near-

term adjustment to the economy. However, as 
we have previously stated, the absence of a 

more timely and complete policy response and 
uncertainty about the authorities' tolerance for a 

prolonged period of low growth add to market 
concerns about the credibility of economic 
policy. We continue to view capital controls or an 
IMF programme as unlikely. 
The early signs of external adjustment are 

emerging, such as the narrowing in the visible 
trade deficit in July. We forecast the current 
account deficit to narrow to 3.9% of GDP this 
year and 1.7% in 2019, as currency weakness 
and the significant economic slowdown pull 
down imports and boost exports. Net trade and 

tourism (visitor numbers rose 29% yoy in 1H18) 
will provide some support for growth. 
Our lower growth forecasts result in some fiscal 
deterioration compared to our previous baseline. 
We now forecast Turkey's general 
government deficit to widen to 3.2% of GDP 
this year and 3.6% next year, before 

narrowing to 2.9% in 2020. This compares 

with our July forecasts of 2.9% for 2018 and 
2.5% for both 2019 and 2020. The impact is 
almost entirely through lower government 
revenue. 
Indeed, our GDP and deficit forecasts do not 
incorporate any potential attempt to cushion the 
impact to growth through fiscal stimulus. 

Additional spending could put further pressure 
on Turkey's sovereign credit profile, as low 
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government debt and a record of relative fiscal 

discipline provide key support for the rating. 
Turkey is one of the topics being discussed at 
Fitch's Global Sovereign Conference in Frankfurt 

today.  
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

Ukraine 

Ukraine raises interest rates as 

scrambles for more IMF cash  

06-Sep-2018  
•Frozen IMF $17.5 bln assistance programme 
expires in 2019  
•Minister says relations with IMF on track  
•Govt wants to balance need for reform with 
voter anger 

By Natalia Zinets 
KIEV, Sept 6 (Reuters) - Ukraine's central bank 

raised its key policy rate by half a percentage 
point on Thursday and said inflation could 
only be kept in check if the government 
secured more IMF aid. 

The hike to 18 percent from 17.5 percent 
coincided with the arrival of an International 
Monetary Fund mission, with time fast running 
out for Kiev to secure more money under a 

$17.5 billion assistance programme that expires 
in 2019 but has been frozen since last year.  
The finance minister later said the fact that an 
IMF mission had come to Ukraine sent a 
positive signal that relations between Ukraine 
and the fund were on track. 

In trying to keep the economy on an even keel, 
Prime Minister Volodymyr Groysman's Western-
backed government is caught between needing 

to satisfy the IMF's demands for a gas price hike 
and tight spending while trying to avoid a voter 
backlash in elections in 2019.  
A slowdown in reforms has prevented the 
authorities from drawing IMF aid since April 
2017, putting pressure on the hryvnia currency 

and curtailing Ukraine's ability to borrow on 
capital markets.  
Kiev has banked only $8.7 billion under the 
programme, and its debt obligations will peak in 
2018-2020. The hryvnia has fallen 8 percent 

since the last rate-setting meeting on July 12 
and foreign exchange reserves have fallen below 

the key international measure of three months' 
worth of imports. 
But prospects of higher gas prices prompted 
opposition-led rallies in Kiev this week. 
Opposition leader Yulia Tymoshenko, the early 
frontrunner in the race for the presidency, on 
Monday called for parliament to sack the 

government if prices were raised. 
"Success in continuing cooperation with the 

International Monetary Fund remains the major 

precondition for bringing inflation down to the 
target," the central bank said.  
"New loans from the IMF, and related financing 

from other Ukrainian partners, are expected to 
boost the country’s macrofinancial stability and 
signal to other market players that Ukraine is 
making progress with reforms."  

Thursday's rate rise was in line with market 
expectations, and the bank signalled its 
readiness to hike again if more risks to its 
inflation target - 2 percentage points either side 
of 6.5 percent - surfaced.  
It said year-on-year consumer price inflation in 

August would be close to the 8.9 percent it 
eased to in July. But price pressures could rise 
"as the volatility of the hryvnia exchange rate 
increases, and next year's presidential and 
parliamentary elections draw near". 
Ukrainian officials and their foreign backers are 
keen to stress the achievements of the current 

leadership, which took power in the aftermath of 
the 2013-2014 Maidan street protests that 
plunged the country into conflict with Russia. 
But there is also frustration at the slowing pace 
of change and limited efforts to tackle 
entrenched corruption, and investors and the 
central bank have warned of the risks of 

crashing out of the IMF programme.  
"The visit of the IMF mission is a positive signal 
in the relations between Ukraine and the fund," 
Finance Minister Oksana Markarova said in a 
statement after meeting IMF officials, stressing 
Kiev had fulfilled most of the IMF's conditions. 
Ukraine has a long history of non-compliance 
with IMF assistance programmes.  
But Groysman last Friday said his government 
was still searching for a compromise with the 
IMF on gas, and the central bank governor 
told a news conference he expected a new aid 
tranche to be paid this year. 

 
(Writing by Matthias Williams; 
Editing by Alison Williams and John Stonestreet) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina negotiating $5 bln-$10 bln 

credit line with U.S.   

05-Sep-2018  
BUENOS AIRES, Sept 5 (Reuters) - Argentina is 

negotiating a credit line for between $5 billion 
and $10 billion with the United States, local 
media outlet Infobae reported on Wednesday. 
A spokesman for Argentina's Treasury 

Ministry had no immediate comment. 

The Infobae report, which Reuters could not 
immediately confirm, came as Argentine 
government officials in Washington continued 
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talks with the IMF for a second day in hopes of 

speeding up a $50 billion standby loan to shore 
up credibility in Argentina's ability to pay its 
debt.  

The peso currency stopped its slide against the 
U.S. dollar as markets waited for clarity on 
whether it would disburse the funds early. 
 
(Reporting by Luc Cohen; Editing by Lisa Shumaker 
and Tom Brown) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Progress made toward strengthening 

Argentina program -IMF's Lagarde   

05-Sep-2018  
WASHINGTON, Sept 4 (Reuters) - International 

Monetary Fund Managing Director Christine 
Lagarde said on Tuesday that she and 
Argentina's Finance Minister made progress 
towards strengthening the IMF-backed 
program for Argentina in the face of market 
volatility. 
"Our discussions will now continue at a technical 

level and, as stated before, our common 
objective is to reach a rapid conclusion to 
present a proposal to the IMF Executive Board," 
Lagarde said after meeting with Argentine 
Finance Minister Nicolas Dujovne and central 
bank deputy governor Gustavo Cañonero. 
 
(Reporting by David Lawder; editing by Grant McCool) 
(( David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina's Dujovne hopes for IMF 

vote on new funding this month  

05-Sep-2018  
WASHINGTON, Sept 4 (Reuters) - Argentina's 

finance minister said on Tuesday that he 
hopes the International Monetary Fund's 
board will vote in the second half of 
September on a deal giving the country more 
financial support as it seeks to ease investors' 
fears. 

Finance Minister Nicolas Dujovne told reporters 

after meeting with IMF Managing Director 
Christine Lagarde that he was working with the 
Fund to revise and improve the stand-by 

arrangement that was put in place in June.  
"We are trying to get it voted on by the Board ... 
in the second half of September," Dujovne said 
of the revisions.  

 
(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 2018. 
 

 

How Argentina plans to pay its debt  

06-Sep-2018  

By Scott Squires 
BUENOS AIRES, Sept 6 (Reuters) - Argentina 

has slashed its 2019 fiscal deficit target after 
a slide in the peso currency and a looming 

recession sparked a crisis of confidence in the 
government's ability to pay its international 
debts next year. 

A rising dollar and higher U.S. interest rates 
have added to the pressures on Latin America's 
third-largest economy, and to stress in other 
fragile emerging market economies around the 
world. 
But most economists say a repeat of 
Argentina's historic debt default in 2001-2002 
is unlikely, and contagion fears unjustified, in 
part because the government's fiscal program 
uses conservative estimates of how much the 
country needs to service its debts. 

The plan is "far more than needed to handle 
even the most pessimistic debt renewal 
scenarios," independent Argentine economist 

Federico Thomson told Reuters, adding that 
Argentina could handle "any unpleasant 
surprises in the financial markets next year." 
President Mauricio Macri's fiscal tightening faced 
resistance in the streets of Buenos Aires on 
Thursday, as thousands aligned with unions and 
leftist groups protested public utility hikes, last 

December's pension reform, and the 
government's inability to rein in inflation. 
"If this austerity continues, families are not 
going to have square meals on their tables," 
Veronica Mosto, a 36-year-old unemployed 
teacher said. "The government is supporting a 
situation that no family will be able to live with." 
Macri has asked the International Monetary 
Fund to accelerate planned disbursements 
under a $50 billion standby loan agreement 

reached in June. The following is a summary of 
the Argentina government's debt financing and 
repayment plan. 
WHAT ARE ARGENTINA'S FINANCING 
NEEDS THIS YEAR? 
Argentina needs a total of $17 billion between 
September and December of this year to 
finance its primary deficits and bond 

payments. The government said it has a total of 
$20.9 billion in financing sources, including $7.8 
billion in cash on hand, $5.8 billion from the 
IMF, $3.7 billion from a repurchase deal with 
banks and funds from other multilateral lenders.  

Separately, the country also has $9 billion in 
Treasury notes held by private investors 

maturing this year. Given that it has $3.9 billion 
more in financing sources than it needs, it says 
it can afford to get away with rolling over only 
60 percent of those maturities.  

WHAT ARE ARGENTINA'S FINANCING 
NEEDS NEXT YEAR? 
Next year, Argentina expects its financing 
needs excluding Treasury notes to be $28.3 
billion if it manages to balance its budget. 
Under the current IMF program, it said it could 
meet these with $11.7 billion from the fund, 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  21 

$6.4 billion from the domestic market, and $2.8 

billion from rolling over international debt. It 
also expects $4.6 billion from other institutions 
and $2.9 billion from a repurchase agreement 

with banks. 
The country has $11.1 billion in Treasury notes 
maturing next year, including $9.1 billion in 
dollars and $2.1 billion in pesos. 

WHAT BOND MATURITIES DOES 
ARGENTINA FACE?  
Argentina still has $4.1 billion in debt it has to 
pay this year, including $3.4 billion in U.S. 
dollar-denominated bonds maturing in 
November and $700 million in peso-
denominated bonds that will mature this 
month, the government said. 

The government also expects a total $13.3 

billion in bonds maturing in 2019, including $5.9 
billion in dollar-denominated bonds. Around $2.8 
billion of those dollar bonds will mature in April. 
Dollar-denominated debt would become more 

costly in peso terms if the currency continues to 
depreciate. 
Argentina expects it will need to pay $7.4 billion 

in peso-denominated debt in 2019. 
NEW SPENDING, REVENUE TARGETS 
Argentina plans to minimize its financing 
needs by balancing its 2019 primary fiscal 
accounts - before adjusting for debt servicing 
payments - via a combination of spending cuts 
and revenue increases.  

The government was previously targeting a 
fiscal deficit of 1.3 percent of gross domestic 

product next year. 
About half of Argentina's 2019 deficit reduction 
will come from government spending cuts, 
including fewer subsidies and public works 
projects, Macri said.  
The government plans to increase revenue 

though a four peso per dollar tax on primary 

exports like wheat, corn, soybeans and some 
value added products like soy oil and soymeal, 
in addition to a three peso per dollar tax on 
other exports, Economy Minister Nicolas Dujovne 
said. 
Despite plans to close the primary deficit next 

year, Argentina still expects an overall 2019 
budget deficit of 3.2 percent of GDP. 
 
(Reporting by Scott Squires; Additional reporting by 
Gabriel Burin 
Editing by Tom Brown) 
(( Scott.Squires@thomsonreuters.com ; +5411 
45102591; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina's central bank chief says 

2019 financing assured  

07-Sep-2018  
By Jorge Otaola and Luc Cohen 
BUENOS AIRES, Sept 7 (Reuters) - Argentina's 

central bank chief said on Friday government 
financing for 2019 "will be more than 

sufficient" and that the recent sharp 
depreciation of the country's peso currency 
will "correct itself quicker than markets 

believe." 

But Luis Caputo, speaking at a conference of 

finance executives, lamented that Argentina 
lacked the tools for containing market volatility 

available in developed nations, and said their 
central banks should invest in some emerging 
market bonds. 
The peso gained 1.27 percent to 36.98 per dollar 

on Friday, closing virtually stable for the week. 
In the past three days, the currency appreciated 
5.5 percent as Argentine officials held talks with 
the International Monetary Fund in Washington. 
The government hopes the talks will result in 
accelerated disbursements under a $50 billion 
standby loan agreement reached in June, to 

ease concerns about its ability to pay its 
international debts. 
Last week the peso plunged 16 percent after 
President Mauricio Macri announced that 
Argentina would seek early disbursements 
under the IMF deal, bringing the currency's 
losses to about 50 percent this year. 

"There is no doubt that there is an over-
exaggeration. This is going to correct itself 

quicker than markets believe," Caputo said. 
"Financing will be more than sufficient for 2019," 
he added, without offering details about the 
sources of financing.  
The IMF said on Thursday it aimed to wrap up 
talks to "strengthen" its arrangement with 

Argentina as soon as possible. Argentina's 
economy minister has said an agreement could 
be put to the IMF's board for approval this 
month. 
Caputo said he thinks central banks in developed 
nations might be interested in investing part of 
their reserves in bonds from emerging markets 

like Argentina. 
"Central banks in developed countries could 

diversify a small portion of their reserves, (put) 
2 percent in bonds of emerging countries that 
have IMF programs," Caputo said, adding that 
he plans to float the idea at a gathering of 
central bank governors in Switzerland this 

weekend. "Why not?" 
On the eve of this week's IMF talks, Macri 
announced austerity measures, including 
spending cuts and taxes on exports, to balance 
the budget next year, a year earlier than 
previously planned. 

That comes as a risk to Macri in a country where 
many blame IMF-imposed austerity for 
exacerbating a 2001-02 economic crisis that 
plunged millions into poverty. Analysts expect 
the economy to contract 1.9 percent this year, 
with inflation topping 40 percent.  
Last month, the central bank hiked its interest 

rate to 60 percent to try to halt the run on the 
peso and calm inflation, a move that could 

hurt economic activity. High rates are a factor 
behind what construction executives expect to 
be massive layoffs in the coming months. 
Caputo described the current interest rate as a 
"crisis rate" and said it was "not viable" in the 
medium or long term.  

Argentina's over-the-counter bonds rose 0.2 
percent on average on Friday and country risk  - 
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a measure of how much higher Argentine bond 

yields are compared to less risky alternatives - 
fell 11 basis points to 718 basis points. 
While the swift peso depreciation makes 

Argentina's dollar debts harder to pay, most 
economists say default risk is low. 
Economist Mauro Roca said he expected country 
risk would continue to decline and "the valuation 

of risks was and is exaggerated." 
 
(Reporting by Jorge Otaola and Luc Cohen, additional 
Reporting by Scott Squires; editing by Phil Berlowitz 
and Tom Brown) 
(( luc.cohen@thomsonreuters.com ; +54-11-4318-
0645, +54-9-11-2313-4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Chile 

Chile central bank chief expects 

interest rate rise in next few months  

07-Sep-2018  
LONDON, Sept 7 (Reuters) - Chile's central 

bank expects to raise interest rates soon, 
though an economic shock from China or a 
lasting decline in copper prices could mean 
rates staying on hold for longer, governor 
Mario Marcel said on Friday. 

Marcel told Reuters in an interview that the 
bank's baseline scenario was that interest rates 
would "go up in the next few months".  
However, potential contractionary shocks 

coming from a deterioration of the country's 
trade partners' economies or a lasting copper 
price fall would impose downward pressure on 

inflation, he added. 
"It would widen the output gap, and it may 
generate an expansionary response of monetary 

policy or an extension of the current stance of 
monetary policy" Marcel said on the sidelines of 
an investment conference.  
 
(Reporting by Marc Jones, writing by Karin Strohecker; 
editing by Sujata Rao) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Colombia 

Colombia proposes spending cuts to 

make up budget shortfall  

05-Sep-2018  

BOGOTA, Sept 5 (Reuters) - Colombia's 

government will back a reduction of between 
7.5 and 10 percent in "general spending" in 
2019, the finance ministry said on 
Wednesday, in a bid to make up a $8.2 billion 
shortfall in funding for essential social 
programs in next year's budget. 
The ministry did not specify what the value of 

the proposed reduction would be in peso terms, 

but said it includes cuts to goods and services 
acquisitions, maintenance and hiring. Those 
funds would be needed for education, health and 

other social programs, it said. 
Finance Minister Alberto Carrasquilla said in a 
statement that the budget puts the country at 
the limit of its so-called fiscal rule, which 
establishes a deficit target of 2.4 percent of 

gross domestic product for 2019. 

Budget proposals must be submitted before July 
20 of each year, so President Ivan Duque's new 
government, which took office on Aug. 7, cannot 
modify the proposed total value of 259 trillion 
Colombian pesos ($83.7 billion). 
The government can, however, get 
congressional approval to make cutbacks in 

some areas to fund a shortfall. The spending 
reduction proposal will be included in the budget 
bill and debated in Congress. 
Carrasquilla has said Colombia's economic 

situation is worrying. The Duque government is 
expected to shortly present a tax overhaul 

meant to steady the economy, but critics say 
plans to increase duties on individuals while 
reducing them on companies are unfair. 
 
($1 = 3,092.7500 Colombian pesos) 
(Reporting by Nelson Bocanegra 
Writing by Julia Symmes Cobb, Editing by Rosalba 
O'Brien) 
(( julia.cobb@thomsonreuters.com ; +571-518-5381; 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Venezuela 

US should suspend redress for 

Venezuela creditors  

07-Sep-2018  
By Christopher Spink 
LONDON, Sept 7 (IFR) - US President Donald 

Trump or his successor should use an 
executive order to prevent creditors of 
Venezuela from seizing oil or other assets so 
that a consensual restructuring of the 
country’s debts can be carried out after the 
current regime of Nicolas Maduro ends. 

The recommendation comes from Lee Buchheit, 

partner at law firm Cleary Gottlieb, who advised 
Iraq on restructuring its US$140bn of debts after 
the downfall of Saddam Hussein. In that 
situation a UN security council resolution 
prevented creditors taking Iraqi oil as payment. 
The situation in Venezuela has become 
desperate over the last year. The bolivar has 

collapsed and inflation is expected to rise to 
1,000,000% by the end of the year, according 
to the IMF. 

In November Maduro told creditors he wanted to 
restructure the country's foreign debt, which is 
estimated at US$120bn including sums owed to 
suppliers and bilateral lenders. Payments on 
numerous bonds have been missed since then. 

Buchheit said an executive order should include 
a proposal to allow “all US creditors to vote on a 
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negotiated restructuring proposal as a single 

creditor class” with a supermajority binding the 
entire class to the terms of a restructuring, and 
prevent hold-outs from seeking a better 

recovery in the US courts. 
Buchheit, in a paper published with Duke 
University law professor Mitu Gulati, said the 
situation in Venezuela is similar to Iraq, 
where there are creditors with divergent 

motives, some of whom may prefer to hold 
out from a wide agreement. 

"There is nothing in the arsenal of conventional 
sovereign debt restructuring techniques that can 
confidently deliver an efficient and 
comprehensive treatment of the legacy debt 
stock in Venezuela," Buchheit and Gulati said. 
ECONOMY STRANGLED? 

Even after Iraq lost protection from the UN 
resolution in 2007, US executive orders were 
renewed each year until 2014 to prevent 
creditors from taking unilateral action. This 

allowed Iraq, under Buchheit’s direction, to 
reach a solution with creditors holding 96% of 
claims by value. 
With Venezuela, as well as bondholders with 
US$65bn of outstanding notes in the 
sovereign and national oil company PDVSA, 
there are bilateral creditors. China is owed 
US$22bn, and others have arbitration claims 
against the country. 

Most of Venezuela's foreign currency earnings 
come from exporting oil, with the majority of 
cash sales, rather than debt payments-in-kind, 

being made to the US. This potentially creates a 
highly volatile situation. 
"If even a small group of unpaid creditors were 
to find an effective legal strategy in the US that 
resulted in seizures of Venezuelan oil or the cash 
proceeds from the sale of that oil, the economy 

of the entire country could be strangled," 

Buchheit and Gulati said. 
They said providers of fresh cash, whether from 
the official or commercial sector, to help the 
country after a regime change would "not be 
prepared to see their funds bleed out 
immediately to pay existing claimants". 

The US should be prepared to act if a proposal 
to freeze assets and revenues streams at the UN 
security council was blocked by permanent 
members, and Venezuelan creditors, Russia or 
China. 
If the US had to act unilaterally, however, there 
could still be drawbacks as litigants could seize 

Venezuelan assets outside the US. 
The US would also have to spell out that the 
Venezuela order would be a one-off, if such 

action were not to put off emerging market 
borrowers from using US law to issue debt in the 
future. 
 
(This story will appear in the September 8 issue of IFR 
Magazine. Reporting by Christopher Spink) 
(( chris.spink@thomsonreuters.com ; +44 20 7542 
3814; Reuters Messaging: 
chris.spink.thomsonreuters.com@reuters.net )) 
03A 550 
(c) Copyright Thomson Reuters 2018. 

AFRICA 
 

China says it is helping Africa develop, 

not pile up debt  

04-Sep-2018  
By Ben Blanchard and Christian Shepherd 
BEIJING, Sept 4 (Reuters) - China is helping 

Africa achieve development, not accumulate 

debt, a top Chinese official said on Tuesday, 
as the government pushes back against 
criticism it is loading the continent with an 
unsustainable burden during a major summit 
in Beijing. 

Chinese President Xi Jinping on Monday pledged 
funds of $60 billion to African nations at the 
opening of the Forum for China-Africa 
Cooperation, matching the size of the financing 

package offered at the last summit in 
Johannesburg in 2015. 
A wave of African nations seeking to 
restructure their debt with China has served 
as a reality check for Beijing's relationship 
with the continent, though most countries still 
see Chinese lending as the best bet to develop 
their economies.  

"If we take a closer look at these African 

countries that are heavily in debt, China is not 
their main creditor," China's special envoy for 
Africa, Xu Jinghu, told a news conference. 
"It's senseless and baseless to shift the blame 
onto China for debt problems." 
China would carefully choose projects that 
avoid causing debt problems when pushing 
forward with Xi's pledges to Africa, she 

added. 

"When we cooperate with African countries we 
will conscientiously and fully carry out feasibility 
studies, to choose which projects can go ahead. 

These projects will take into account their 
development prospects so as to help African 
countries achieve sustainable development and 

avoid debt or financial problems." 
China is helping African countries achieve 
development not accumulate debt, Xu added, 
describing debt overall as a burden that has built 
up over a long period of time. 
"We need to take into account the fluctuations of 
the international economic situation which has 

raised the cost of financing for these African 
countries and most of them depend on exporting 
raw materials, the price of which on the 
international market has been falling," she said.  
"All these have added to the debt problem of 
African countries." 
China has denied engaging in "debt trap" 

diplomacy, and Xi also said that government 
debt from Chinese interest free loans due by 
the end of 2018 would be written off for the 
poorest African nations. 

Holding the summit as the United States is 
trying to constrain China, and vilifying it as the 
new coloniser of Africa, shows that China will 
rely more on trade with the continent, China's 

former deputy commerce minister Wei Jianguo 
wrote on Tuesday for the China Going Global 
Thinktank. 
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"I hope that in the next five years China-Africa 

economic and trade cooperation will overtake 
China-U.S. trade," he said. "This is totally 
achievable." 

China and the United States are currently 
involved in an increasingly bitter trade war. 
 
(Reporting by Ben Blanchard and Christian Shepherd; 
Additional reporting by Yawen Chen; Editing by 

Christopher Cushing) 
(( Christian.Shepherd@thomsonreuters.com ; +86 10 
66271281; )) 
(c) Copyright Thomson Reuters 2018. 
 
 
 

Ethiopia 

Ethiopia PM says China will restructure 

railway loan  

06-Sep-2018  
By Aaron Maasho 
ADDIS ABABA, Sept 6 (Reuters) - China has 

agreed to restructure some of Ethiopia's debt, 
including a loan for a $4 billion railway linking 
its capital Addis Ababa with neighbouring 

Djibouti, Ethiopia's Prime Minister Abiy 
Ahmed said on Thursday. 

Abiy described the rescheduling as limited, but 
added that repayment of the railway debt has 
been extended by 20 years. 
Landlocked Ethiopia and the Red Sea state 
inaugurated the railway in January, with 70 
percent of the total cost covered through a loan 

from the Export-Import Bank of China (EXIM). 
Ethiopia has been a top destination for Chinese 
loans in Africa, with state policy banks extending 
it more than $12.1 billion since 2000, according 

to the China Africa Research Initiative at Johns 
Hopkins University of the United States. 

Speaking upon his return from a China-Africa 
forum for cooperation in Beijing, Abiy told 
reporters he held successful talks with Chinese 
government officials over his country's debt. 
"During our stay, we had the opportunity to 
enact limited restructuring of some of our 
loans," he said in Addis Ababa. "In particular, 

the loan for the Addis Ababa-Djibouti railway 
which was meant to be paid over 10 years has 
now been extended to 30 years." 
The deal was made amid rising concerns over 
debt distress, with the Ethiopian 
government's debt reaching 59 percent of the 
country's annual gross domestic product, 
according to official figures. 

The country's ruling EPRDF coalition, in power 

since ousting a military junta in 1991, aims for 
Ethiopia to reach middle income status by 2025. 
It is pursuing ambitious manufacturing-led 
industrialisation that has involved building roads, 
railways and industrial parks - as well as 
mounting debt. 
Though the Addis Ababa link with Djibouti, which 

handles roughly 95 percent of all inbound trade 
for Ethiopia, is complete, the line's extension to 
its north has faced delays owing to a lack of 

funding. 

In addition to Djibouti, Ethiopia is also in 
discussions with neighbouring Eritrea, Sudan 
and Somalia to expand its options for sea 

access. It has negotiated deals with Djibouti and 
Sudan to hold equity in their ports. 
 
(Reporting by Aaron Maasho; Editing by George 
Obulutsa and David Stamp) 

(( aaron.maasho@thomsonreuters.com ; 
+251911364027; Reuters Messaging: 
aaron.maasho.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt 

Egypt targets narrower budget deficit 

of 8.4 pct in 2018/19  

04-Sep-2018  

CAIRO, Sept 4 (Reuters) - Egypt is targeting a 

budget deficit of 8.4 percent of GDP for the 
2018-19 fiscal year that ends in June, 
compared with 9.8 percent in the previous 
year, Finance Minister Mohamed Maait told a 
news conference on Tuesday. 

"Our economy has grown faster than we've 
expected, our GDP has grown faster than the 
falling of our debt," Maait said. 
Egypt aims to reach an average interest rate on 
government debt instruments in the current 
2018-2019 budget of about 14.7 percent 
compared with 18.5 percent in the 2017-2018 

fiscal year. 
"On debt strategy, there is no one single 
solution. We are working on creating a 
package to eventually reach our targets, Maait 
said.  

"One of the ways is to put a limit on what you're 
going to borrow, internally or externally. You 
want to grow, you want to finance the growth, 

so either you have enough funds for your growth 
or you're going to have to borrow." 
Egypt cancelled on Monday three and seven-
year treasury bond sales, an auction that had 
had a total value of 3.5 billion Egyptian 
pounds ($196 million), saying that the 
interest rates required were "not within the 
logical limits," the finance ministry said in a 
statement on Tuesday.  

The economy has been battered by years of 

turmoil that began after mass protests in 2011 
forced President Hosni Mubarak to step down. 
But the country has shown signs of recovery in 
recent months amid tough reforms including 
cuts to energy subsidies implemented by the 

government of President Abdel Fattah al-Sisi as 
part of a $12 billion International Monetary Fund 

loan agreement. 
Speaking on the sidelines of the Euromoney 
conference in Cairo, Maait said that the 
government had not set a date for the issuance 
of Euro bonds, or even the size of the expected 
offering. 

"We will send the government within weeks a 
plan to manage the public debt, including 
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putting a cap on external borrowing," he said. 

 
(Reporting by Nadine Awadalla and Patrick Werr, 
editing by Louise Heavens) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt issues treasury bonds worth 1 

bln USD  

06-Sep-2018  
CAIRO, Sep. 6 (Xinhua) -- The Egyptian 

Ministry of Finance auctioned on Thursday 
treasury bonds at a total value of 17.25 billion 
Egyptian pounds (0.96 billion U.S. dollars), 
the ministry said in an online statement. 

The ministry sold 182-day treasury bonds worth 
8.5 billion pounds with an average interest rate 

of 19.435 percent, and the yield ranges from 
18.501 percent to 19.501 percent, according to 

the statement. 
It also sold 357-day treasury bonds worth 8.75 
billion pounds with an average interest rate of 
19.248 percent, and the yield spans from 18.9 
percent to 19.299 percent, it added. 

The ministry already issued treasury bonds 
worth 33 billion pounds in total, respectively on 
Aug. 30 and Sept. 2. 
On Wednesday, Egypt reopened trading on five-
year treasury bonds worth 3.5 billion pounds 
with a fixed interest rate of 17.65 percent, after 

the same tender was cancelled by the ministry 
on Monday citing "unrealistic" interest rates 
demanded by banks and investors. 
Egypt, which suffers from a budget deficit, is 
now going through a strict three-year economic 
reform, which started with full liberalization of 

the pound's exchange rate in late 2016. 

The country aims to reduce interest rate on 
government debt instruments in the current 
2018-2019 fiscal year to an average of 14.7 
percent compared with 18.5 percent last year. 
Egypt's fiscal year starts in early July and ends 
in late June. 
 
Copyright (c) 2018 Xinhua News Agency 
 
 

Ghana 

Ghana considering $50 bln century 

bond, president says   

03-Sep-2018  

By Kwasi Kpodo 
ACCRA, Sept 3 (Reuters) - Ghana may issue a 

100-year $50 billion bond as part of a long-
term industrialisation plan that aims to wean 
the West African country off aid, its president 

said during a meeting with Chinese President 
Xi Jinping. 

The government, in power since January 2017, 
has said it needs about $2 billion a year for 
infrastructure spending. Ghana, which exports 
cocoa, gold and oil, is in its final year of a $918 

million IMF credit programme. 

President Nana Akufo-Addo said during a 
meeting with Xi in Beijing on Sunday: "The 
Ministry of Finance and economists in Ghana are 

looking at floating a $50 billion century bond. 
This will provide us with the resources to finance 
our infrastructural and industrial development." 
The announcement drew scepticism in financial 

markets, with analysts expressing doubts over 
Ghana's capacity to undertake such a 
transaction. 
"While the estimate of Ghana’s likely 
infrastructure investment need over the next 
century may well total more than $50 billion, 

Ghana’s ability to raise anything like $50 billion 
in a single issue is doubtful, given the country’s 
current financing capacity," said Standard-
Chartered Bank chief economist Razia Khan.  
Deputy Finance Finister Charles Adu Boahen 
told Reuters discussions on the bond were at 
an early stage and that the plan was to raise 
the amount over a period and possibly in 
different currencies based on investor 

appetite and planned uses. 

Ghana, which exports cocoa, gold and oil, is in 
its final year of a $918 million deal with the 
International Monetary Fund to narrow its 
deficit, spur growth and cut debt, which ratings 
agency Moody's estimates will rise above 70 
percent of gross domestic product by December.  

Akufo-Addo's delegation also finalised a deal 
with Sinohydro Corp Ltd to provide $2 billion for 
government road and railway projects in 
exchange for refined Ghanaian bauxite, 
Nkrumah said. 
The two countries also finalised a deal between 
China Harbour Engineering Company and Africa-

focused private equity firm Helios on building a 
$350 million liquefied natural gas terminal in 

Ghana's eastern Tema port.  
 
(Reporting by Kwasi Kpodo Editing by Louise Ireland) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Kenya 

Kenya economic growth to be curbed 

by new tax on fuel  

07-Sep-2018  

By Duncan Miriri 
NAIROBI, Sept 7 (Reuters) - Kenya's economic 

growth momentum for this year could be 
snuffed out if a widely unpopular 16 percent 
Value Added Tax on fuel is maintained, the 
country's chamber of commerce said on 
Friday, pointing at higher prices of goods and 
transport. 

The tax, which came into force on Sept. 1, is 

part of a government bid to boost revenue 
collection in order to narrow its fiscal deficit and 
secure an extension of a standby credit facility 
from the International Monetary Fund. 
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The High Court on Thursday ordered a 

temporary suspension of the tax, but prices at 
petrol stations visited by Reuters on Friday had 
not come back down.  

"We are asking the government to re-think its 
options for financing its development and 
recurrent expenditure instead of overtaxing 
various products that already bear large tax 

burdens," the Kenya National Chamber of 
Commerce and Industry (KNCCI) said in a 
statement. 
The Treasury could not immediately be reached 
for comment.  
The finance ministry expects economic growth 
to rebound to 5.8 percent this year after 

drought, jitters over a presidential election 
and sluggish private sector credit growth cut 
last year's growth to 4.9 percent. 

"The recent resurgence of the economy will be 
negatively impacted by this move and this will 
reverse any growth we have seen in the past 

year," KNCCI said. 
The new VAT on fuel sent the retail price of 

petrol up by 12 percent per litre. Transport 
operators have also raised their charges and 
some petrol dealers have gone on strike to 
protest against the new tax, causing fuel 
shortages. The tax was originally included in a 
law passed in 2013, but was postponed several 
times, amid protests about its impact.  

The revenue authority introduced the tax on 
Saturday but President Uhuru Kenyatta could 
still reverse it by signing a bill postponing it 
again. 
Justin Muturi, the speaker of the national 
assembly, told Reuters on Friday the legislature 
was consulting with the finance ministry to find a 

way forward on the tax. 
Kenyan businesses and ordinary people routinely 

complain of a heavy tax burden. The chamber of 
commerce said the government could widen the 
tax base and increase the rate of tax compliance 
to 50 percent from the current 17 percent. 
It also urged the government to cut 
expenditure, reduce wastage of public funds 
and deal with corruption, which some past 
studies have found account for the loss of up 
to a third of the government's annual budget. 

 
(Editing by Ingrid Melander Editing by Peter Graff) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Mozambique 

Moody's says Mozambique's private 

creditors face substantial losses  

04-Sep-2018  

MAPUTO, Sept 4 (Reuters) - Mozambique's 

private creditors face substantial losses from 
the government defaulting on its debt, ratings 
agency Moody's said in a report published on 
Tuesday. 

Moody's added in the report on the southern 

African country's creditworthiness that 
government attempts at debt restructuring 
would likely extend beyond 2018 and that 

Mozambique's fiscal strength was very low. 
Mozambique admitted in 2016 to $1.4 billion 
of previously undisclosed loans, many of 
which went on upgrading maritime and 
military security. 

The disclosure prompted the International 
Monetary Fund and foreign donors to cut off 
support, triggering a currency collapse and 
leading to a debt default. 

In March, the Mozambican government outlined 
three scenarios to overhaul its debt burden but 
Eurobond creditors rejected them, baulking at a 
second writedown in as many years. 
Moody's rates Mozambique's long-term foreign-

currency debt at 'Caa3', deep into sub-
investment grade. 
 
(Writing by Alexander Winning Editing by James 
Macharia) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

Rand rout extends South Africa dollar 

debt selloff, 2044 bond at record low  

05-Sep-2018  

LONDON, Sept 5 (Reuters) - South African 

sovereign dollar bonds sold off across the 
curve for a sixth day running on Wednesday, 
as the rand took another heavy tumble in the 
currency markets. 

The bond maturing in 2044 fell one cent to reach 
the lowest level on record, according to 
Tradeweb, while the 2041 issue dropped 1.2 
cents to set a fresh 2-1/2 month low.  
Data on Tuesday showed South Africa's 
economy had fallen into recession for the first 
time since 2009, contracting 0.7 percent in 
the second quarter and bucking expectations 
of a 0.6 percent expansion.  

Wednesday's moves came as the rand lost 
another 1.5 percent against the dollar and local 
currency government bond yields rose again.  
 
(Reporting by Marc Jones; editing by Sujata Rao) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bond sell-off to deepen as South Africa 

slips into recession  

05-Sep-2018  
•South Africa bonds reeling due to Turkey 
woes 
•Country in recession for first time since 2009  
•Ramaphosa's push for economic revival in 
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doubt 
•Demand for S.Africa bonds could revive after 

Oct budget 

By Mfuneko Toyana 

JOHANNESBURG, Sept 5 (Reuters) - A surprise 

economic recession has brought a sharp focus 
on South Africa's shrinking revenue and 
mounting debt pile and could intensify a bond 
sell-off at a time the assets are reeling from 
nervousness over Turkey's economic woes. 

Investors have dumped South African bonds 

since August as an emerging markets sell-off 
picked up pace driven by concerns over the 
Turkish central bank's ability to rein in double-
digit inflation, which has surged to nearly 18 
percent.  
The bonds had in July bounced back from a 
record sell-off in June, as investors opted to 
pick up the high return on offer.  

But news that Africa's most industrialised 
economy had entered a recession sent the 
currency and bonds tumbling, wiping away the 

optimism that followed the entry in February of 
President Cyril Ramaphosa and Finance Minister 
Nhlanhla Nene. 
South Africa's slide into recession for the first 

time since 2009 is a blow to Ramaphosa, who 
has talked up his plans of an economic revival 
after nine years of stagnation under former 
president Jacob Zuma.  
The rand fell 5 percent and yields on local 
currency and foreign bonds soared in response 

to news of the recession. 
"All things being equal bonds yielding above 9 
percent should be attractive, but we're really 
concerned about the impact of the GDP data on 
the deficits," said Ruen Naidu, head of multi 
assets at Argon Assets. 
The recession could also draw the attention of 

ratings agencies, who have South Africa's 
sovereign ratings near "junk" status. 
"Minister Nhlanhla Nene has very limited 
options. He has to deliver consolidation in the 
October budget or risk being downgraded by 
Moody's," co-head of fixed income at Investec 
Nazmeera Moola, said. 
Pretoria is running a large budget deficit at 
4.3 percent of GDP and has seen public debt 
levels rocket over the past decade from 
around 20 percent of growth to more than 50 
percent, levels that drew warnings from 
ratings agencies. 

With the dismal growth path set to trump 
concerns over inflation, the central bank could 
be forced to hold lending rates, removing 

another factor that made South Africa's bonds 

sought after among emerging markets. 
After heavily pricing in interest rate hikes last 
month, forward markets have trimmed those 
bets significantly. Analysts expect South African 
bonds to be in demand only later this year. 
"We believe that once the threat of a ratings 

downgrade and the medium-term budget 
statement has passed in October there might be 
an opportunity to buy ZAR assets," said 
Christopher Shiells, senior emerging market 
analyst at Informa Global Markets.  

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

Moody's says South Africa recession 

shock credit negative   

06-Sep-2018  
JOHANNESBURG, Sept 6 (Reuters) - Ratings 

agency Moody's said on Thursday that the 
South African economy's slide into recession 
in the second quarter would exacerbate the 
fiscal and monetary challenges the country 
faces, calling weaker-than-expected economic 
data "credit negative". 

Data showed on Tuesday that the South African 
economy contracted 0.7 percent in the second 

quarter. 

The ratings agency is the last of the "big three" 
international agencies to have South Africa's 
long-term foreign-currency debt in investment 
grade. 
 
(Reporting by Alexander Winning Editing by James 
Macharia) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

Tunisia govt raises fuel prices, fourth 

hike this year  

01-Sep-2018  
TUNIS, Sept 1 (Reuters) - Tunisia's 

government raised fuel prices on Saturday by 
about 4 percent, the fourth hike this year, in 
an effort to rein in its budget deficit and meet 
reforms requested by the country's 

international lenders. 

The price of a litre of petrol will rise to 1.985 
Tunisian dinars from 1.925 dinars, starting 
Sunday, the industry ministry said in a 
statement. The three previous increases this 
year were in March, January and June. 
Fuel subsidies this year will rise from an 
expected 1.5 billion dinars to 4.3 billion dinars 

with the rise of world oil prices, officials said. 
The IMF has been pressing Tunisia to trim its 
budget deficit and increase fuel and electricity 
bills to offset a rise in oil prices that is 
pressuring already-strained public finances. 

"Staying the course on reducing the fiscal deficit 
this year and next is critical to stabilise debt and 
reduce excessive demand for imports given the 

recent increase in global oil prices," the IMF said 
on Friday after a mission visited the country. 
The two sides reached an initial, or "staff level", 
agreement on the next reforms, the IMF 
statement added. 
Tunisia has forecast that the budget deficit will 
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fall to 3.9 percent in 2019 versus 4.9 percent of 

gross domestic product expected in 2018. 
The country has dropped into a deep economic 
slump following the overthrow in 2011 of 

autocratic leader Zine El-Abidine Ben Ali. 
 
(Reporting by Tarek Amara Editing by Alexandra 
Hudson) 
(( tarek.amara@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018. 
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