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ASIA 
  

China 

China issues 3.9 trln yuan of bonds in 

July  

16-Aug-2019  

BEIJING, Aug. 16 (Xinhua) -- A total of 3.9-

trillion-yuan (about 554.67 billion U.S. 
dollars) worth of bonds were issued in July, 
down from 4 trillion yuan in June, the central 
bank said Friday. 

The bonds included 358.45 billion yuan of 
treasuries, 555.94 billion yuan of local 
government bonds, 623.57 billion yuan of 
financial bonds, 763.45 billion yuan of corporate 

bonds, 124 billion yuan of asset-backed 
securities, and 1.4 trillion yuan of interbank 
certificates of deposit, according to a statement 
on the website of the People's Bank of China. 
The interbank bond market saw 19.1 trillion 
yuan in spot transactions last month, with daily 

average transactions reaching 828.79 billion 
yuan, or a year-on-year increase of 31.5 
percent. 
Daily transactions of the Shanghai Stock 
Exchange reached 174.1 billion yuan in July, 
down 14.42 percent month on month, while the 
Shenzhen bourse saw average daily transactions 

down 12.88 percent from a month earlier to 
224.1 billion yuan.  
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
 
 
 

 

India 

India's economic stimulus decision 

unlikely before Monday  

16-Aug-2019  
NEW DELHI, Aug 16 (Reuters) - The India 

government is unlikely to announce any 
economic stimulus before Monday as more 

meetings are being planned to discuss a 
package, a government source said. 

Prime Minister Narendra Modi on Thursday held 
a meeting with officials to discuss steps to arrest 
a slowdown, the source added. 

The source said the government was looking into 
policy issues such as exempting foreigh portfolio 
investor trusts from recently imposed high tax, 

deferring a proposal to raise minimum public 
share holding in listed companies to 35% from 
25% and easing of banking credit. 
Finance Minister Nirmala Sitharaman last week 
held several meetings with industry leaders, who 
have called for stimulus measures, including tax 

rebates, to support consumer demand and 
private investment. 
Meanwhile, the Australia and New Zealand 
Banking Group (ANZ) slashed its forecast for 
India's economic growth to 6.2% in the financial 
year ending next March from a previous 
estimate of 6.5%, warning it would be tough for 

authorities to engineer a turnaround.  
 
(Reporting by Manoj Kumar, Editing by Sherry Jacob-
Phillips) (( nidhi.verma@thomsonreuters.com ; +91 11 
49548031; Reuters Messaging: 
nidhi.verma.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

mailto:Publicdebtnet.dt@tesoro.it
mailto:nidhi.verma@thomsonreuters.com
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Indonesia 

Indonesia president proposes $178 bln 

budget for 2020, targets 5.3% GDP 

growth  

16-Aug-2019  
JAKARTA, Aug 16 (Reuters) - Indonesian 

President Joko Widodo on Friday proposed a 
2,528.8 trillion rupiah ($177.71 billion) 
budget to parliament for 2020, and set an 
economic growth target of 5.3% for next 

year. 

Next year's state budget, which is 3% bigger 
than 2019's, will fund the president's 
programmes in the first year of his second five-
year term. 
"The 2020 state budget policy is designed to be 
expansive but to remain targeted and 

measured," the president said in his annual 

budget speech to parliament. 
The budget proposals assumed a 2020 fiscal 
deficit of 1.76% of gross domestic product 
(GDP), an inflation rate of 3.1%, a yearly 
average rupiah exchange rate of 14,400 per 
dollar and an average crude oil price of $65 a 

barrel, Widodo said. 
($1 = 14,230.0000 rupiah) 
 
(Reporting by Maikel Jefriando and Agustinus Beo Da 
Costa; Writing by Gayatri Suroyo; Editing by Kim 
Coghill) (( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Indonesia raises 15 trillion rupiah from 

debt auction  

13-Aug-2019  
JAKARTA, Aug 13 (Reuters) -  Indonesia raised 

15 trillion rupiah ($1.05 billion) in a bond 
auction on Tuesday, in line with the indicative 
target, the financing and risk management 
office at the Finance Ministry said. 

The weighted average yields of the bonds were 
higher than yields of comparable bonds in the 
previous auction on July 30.  
Total incoming bids at Tuesday's auction were 
26.51 trillion rupiah, lower than the previous 
auction. 
($1 = 14,320.0000 rupiah) 
 
(Reporting by Tabita Diela; Editing by Sherry Jacob-
Phillips) (( tabita.diela@thomsonreuters.com ; 
+622129927621; )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Kazakhstan 

Kazakhstan eyes euro bond  

15-Aug-2019  

LONDON, Aug 15 (IFR) - Kazakhstan has hired 

banks for a euro-denominated bond issue, 
according to sources. The sovereign made its 
debut in the currency in November, when it 
raised €1.05bn through a dual-tranche 
offering. 

Kazakhstan's €525m 1.55% November 2023 is 
bid at 105.245 to yield 0.30%, according to 
Tradeweb, and its €525m 2.375% November 
2028 is quoted at 112.01 to yield 0.99%. 

The issuer is rated Baa3/BBB-/BBB, all with 
stable outlooks.  
In secondary, a trader said recent volatility has 
proven particularly brutal for some desks. 
"Post-Fed a few people were getting hurt on the 
longs as the market widened out. The Street got 
short and has now been found out in a pretty big 

way," he said. "Dealers are clamouring for 
paper." 
The trader said that low beta is trading very 
firmly, while high beta has struggled badly. 

"Oman has been very heavy and least 1pt lower 
today," he said. "Bahrain is essentially trading as 

quasi-Saudi risk and has held its own." 
South Africa's public debt, which is approaching 
60% of economic output - seen as a red line by 
ratings agencies - is reaching uncomfortable 
levels, an IMF official said on Thursday. 
"South Africa has the highest level of debt in its 
history," the International Monetary Fund's 

senior resident representative in South Africa, 
Montfort Mlachila, told a conference in 
Johannesburg. 
"This is actually quite concerning without a 
doubt," he said. "The public debt trajectory is 
not favourable and becoming uncomfortable." 
 

(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617) ( robert.hogg@thomsonreuters.com ; +44 207 
542 9077; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanese cabinet meets after political 

crisis ends  

10-Aug-2019  
BEIRUT, Aug 10 (Reuters) - Lebanon's cabinet 

met on Saturday for the first time since late 
June, a day after steps were taken to resolve 
a political dispute that had paralysed a 
government seeking to reduce massive public 
debt.  

Information Minister Jamil al-Jarrah, speaking on 

television after the meeting, said an 
investigation into a shooting incident which 
sparked the crisis would continue and findings 
would be reported to the cabinet to decide how 
to proceed. 
Two aides to a government minister were killed 

during June's shooting, and the minister's allies 
accused a rival political party of attempting to 
assassinate him.  
That party said its supporters had been fired on 
first and that two of them were injured in the 

mailto:Publicdebtnet.dt@tesoro.it
mailto:gayatri.suroyo@thomsonreuters.com
rm://gayatri.suroyo.thomsonreuters.com@reuters.net/
mailto:tabita.diela@thomsonreuters.com
mailto:sudip.roy@thomsonreuters.com
mailto:robert.hogg@thomsonreuters.com
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clash.  

The dispute, pitting Lebanon's two main Druze 
leaders against each other and embroiling other 
parties in the coalition government, focused on 

which court should hear the case.  
Lebanon's dollar bonds rose on Friday as it 
became clear that the Druze leaders would hold 
a reconciliation meeting and that a cabinet 

session might become possible.  
With one of the world's heaviest public debt 
burdens, equivalent to 150% of GDP, the 
government has made reducing the fiscal deficit 
and attracting foreign investment a priority since 
it was appointed in January.  

A 2019 budget was approved, months late, in 
July, with big planned cuts to spending. Prime 
Minister Saad al-Hariri has said the government 
is committed to quickly agreeing a 2020 budget 
that includes further fiscal reforms.  
Political disputes have derailed economic policy-
making for long stretches of the past decade, a 

period also affected by the war in neighbouring 
Syria. Lebanon's growth has slowed and its 
public debt has grown.  
 
 
(Reporting by Angus McDowall; editing by John 
Stonestreet and Stephen Powell) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 
 

Malaysia 

Malaysia c.bank eases foreign 

exchange rules, could benefit bond 

investors  

16-Aug-2019  
KUALA LUMPUR, Aug 16 (Reuters) - Malaysia's 

central bank on Friday announced additional 
measures to give more flexibility to foreign 
investors to trade in the ringgit, and for 
resident businesses to manage hedging of 
foreign currency risks. 

Bank Negara Malaysia (BNM) also announced 

new plans to boost liquidity in the country's 
secondary bond market and offer a wider range 
of repo securities. 
The new measures come just a month before 
global index provider FTSE Russell decides 
whether it will downgrade Malaysia' market on 

its World Government Bond Index (WGBI) on 

concerns about market liquidity.  
"We have had a very positive engagement with 
FTSE Russell... and they were very appreciative 
of the measures we have put in place to deepen 
the onshore market so that real money investors 
have the required access to do hedging 

onshore," BNM Governor Nur Shamsiah Mohd 
Yunus said at a news conference. 
"These new measures that we have announced 
today seek to further deepen the onshore 

market." 

In the latest liberalisation of BNM's Foreign 
Exchange Administration policy, residents can 
now hedge their foreign currency current 

account obligations up to their underlying 
tenure, instead of being limited to 12 months. 
Resident treasury centres are also given 
freedom to hedge on behalf of related entities 

via a licensed onshore bank. Non-resident 
treasury centres will be allowed to do the same, 
either through a licensed onshore bank or 
appointed overseas office, after registering with 
the central bank. 
Non-residents can also hedge on an 

"anticipatory" basis to settle trade in goods and 
services, and corporate credit facilities used for 
miscellaneous expenses linked to overseas 
investments will be excluded from domestic 
ringgit borrowings. 
The central bank will also provide wide access to 
standardised foreign exchange guidelines for 

market participants. 
To boost market liquidity, principal dealers in the 
secondary bond market will quote all off-the-run 
bonds available under the bank's Securities 
Operations, on top of existing commitments to 
provide quotes for benchmark bonds. 
"The bank has also issued revised repo 

guidelines for industry consultation... 
incorporating new flexibilities such as longer 
tenor limit and wider range of repo securities," 
Governor Nur Shamsiah said. 
Nur Shamsiah said the ringgit has depreciated 
by 1.3% against the dollar so far this year, 

placing it "somewhere in the middle" of the 
basket of regional currencies. 
BNM began relaxing currency conversion rules 
last August, two years after it restricted offshore 

trade of the ringgit and compelled exporters to 
convert 75% of their export proceeds into 
ringgit. The rules were imposed in a bid to stem 

the currency's decline and encourage domestic 
trade of the ringgit.  
 
(Reporting by Rozanna Latiff and Joseph Sipalan; 
Editing by Kim Coghill) 
(( rozanna.latiff@thomsonreuters.com ; +603 
23338034; Reuters Messaging: 
rozanna.latiff.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

South Korea 

S.Korea bonds rally, T-bond yields at 

record closing lows  

13-Aug-2019  
SEOUL, Aug 13 (Reuters) - South Korea's 

treasury bond prices rallied on Tuesday, 
pushing yields for all maturities down to their 
lowest closing levels on record, as safe-haven 
assets attracted investors seeking shelter 
from mounting global uncertainties. 

The official closing yield on the country's most 
liquid three-year treasury bonds was quoted at 

mailto:Publicdebtnet.dt@tesoro.it
mailto:angus.mcdowall@thomsonreuters.com
rm://angus.mcdowall.thomsonreuters.com@reuters.net/
mailto:rozanna.latiff@thomsonreuters.com
rm://rozanna.latiff.thomsonreuters.com@reuters.net/
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an all-time low of 1.150%, down from 1.182% 

and far below the central bank's current policy 
interest rate of 1.50%. 
Even 50-year treasury bonds yielded just 

1.215%, also the lowest close on record, 
according to official quotations by the Korea 
Financial Investment Association. 
The Bank of Korea cut its policy rate by 25 basis 

points in July to 1.50% and investors are pricing 
in at least one more cut by the end of the year. 
 
(Reporting by Joori Roh; Editing by Choonsik Yoo and 
Jacqueline Wong) (( joori.roh@thomsonreuters.com ; 
+82 2 3704 5642; )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

 

Thailand 

Thailand plans $10 bln stimulus to 

support economy  

16-Aug-2019  

 Package include support for farmers, 
tourism 

 Govt targets GDP growth of at least 3% 
this year, 3.5% next year 

 Fiscal impulse not sufficient to offset risks 
- analyst 

By Kitiphong Thaichareon and Orathai Sriring 
BANGKOK, Aug 16 (Reuters) - Thailand is 

planning a stimulus package worth $10 billion 
that will include support for farmers and 
tourism, its finance minister said on Friday, in 
a move to shore up a flagging economy. 
Southeast Asia's second-largest economy 
expanded 2.8% in the first quarter, the weakest 

annual pace in more than four years, as exports 
- a key growth driver - have declined amid rising 
trade tensions and a strong baht. 
The government is targeting gross domestic 
product (GDP) growth of at least 3% this year 
and 3.5% next year, Kobsak Pootrakool, 
secretary of the economic cabinet, told reporters 

after the meeting to discuss the stimulus 
measures. 
Following discussions between economic and 
finance officials, the package was worth 316 
billion baht ($10.23 billion), Finance Minister 
Uttama Savanayana told reporters. 

The stimulus package will help "cope with a 
global slowdown and enable the Thai economy 
to grow as targeted," Uttama said. 
Earlier in the day, in a post on Facebook, the 

minister had announced a package of at least 
225 billion baht, but that post was removed.  
The package - which will be presented to the 

cabinet next Tuesday - includes loans and a debt 
moratorium for farmers, loans for smaller 
businesses, and more money for low-income 
earners. 
However, the package does not include subsidies 
for farm prices, as initially announced. Uttama 
had said the government would guarantee rice 

prices at 10,000-15,000 baht per tonne, cassava 

and rubber prices at 60 baht per kg, and oil 

palm prices at 4 baht per kg. 
Farm price guarantees will need to be 
considered by relevant committees first, Uttama 

said. 
The government will provide cash handouts of 
10 billion baht for 10 million people plus tax 
breaks on domestic tourism spending. Uttama 

had initially announced cash handouts of 15 
billion baht. 
Kobsak said the government will offer visa 
exemptions for visitors from China and India as 
it aims for 39.8 million foreign tourists this year 
and 41.8 million next year. Foreign tourist 

receipts account for 12% of Thailand's GDP. 
The measures should generate cash flow of at 
least 200 billion baht in the economy in the 
second half of the year, Uttama said. 
Nomura economist Chanon Boonnuch in 
Singapore said the stimulus would help offset 
some of the downside risks to growth posed by a 

worsening drought and the knock-on effects of 
the Sino-U.S. trade war. 
Second quarter gross domestic product data, 
due to be released on Monday, is expected to 
economic growth slowing to 2.4%.  
Last week, the central bank said 2019 growth 
might be less than its forecast of 3.3%, after 

last year's 4.1% expansion.  
($1 = 30.90 baht) 
 
(Editing by Simon Cameron-Moore) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
 
 

EUROPE 

 

Albania 

Albania sells 356.6 mln leks (2.9 mln 

euro) of 1-yr T-bills  

13-Aug-2019  
TIRANA (Albania), August 13 (SeeNews) – 
Albania’s finance ministry has sold 356.6 
million leks ($3.3 million/2.9 million euro) 
worth of six-month Treasury bills at an 
auction on Tuesday, below its 2 billion leks 

target, it said. 

The average weighted yield on the government 
securities rose to 1.48%, from 0.96% at the last 
auction of six-month T-bills held on May 7, 

according to auction results published by the 
finance ministry. 
(1 euro = 122.462 leks) 
 

Copyright 2019 SeeNews. All rights reserved. 
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Bosnia 

Bosnia's Sarajevo canton eyes 15 mln 

euro EBRD loan for trolleybuses  

16-Aug-2019  
SARAJEVO (Bosnia and Herzegovina), August 16 
(SeeNews) - The government of Bosnia's 

Sarajevo canton said it has approved a draft 
contract for taking out a 15 million euro 
($16.6 million) loan from the European Bank 
of Reconstruction and Development to finance 
the purchase of new trolleybuses. 
The contract is now pending approval by the 

canton's assembly, the cantonal government 
said in a statement on Thursday. 
The 15-year EBRD loan will have a two-year 
grace period, the Sarajevo Canton government 
said. 
The EBRD said in July that the Sarajevo Canton 

had invited offers for procurement of 25 new 
low-floor trolleybuses and related post-sales 
services worth 15 million euro. The cantonal 
government intends to use part of the proceeds 
of a loan from, or a grant administered by the 
EBRD to finance the project, the bank said. 
($=0.902806 euro) 
 
Copyright 2019 SeeNews. All rights reserved. 
 
 
 
 

Bulgaria 

Bulgaria inflation speeds up to 2.9% 

y/y in June  

14-Aug-2019  
SOFIA, Aug 14 (Reuters) - Bulgaria's consumer 

prices increased to 2.9 % on the year in July 
from 2.8% increase a month earlier, mainly 
due to a rise in food prices, data from the 
statistics office showed on Wednesday. 

Consumer price inflation increased 0.8% on the 
month in July, compared to 0.6% drop a month 
earlier, the office said. 
Under the EU-harmonised index, where non-food 
prices have more weight, consumer prices rose 
2.6% on the year in July and increased 1.3% on 
a monthly basis. 

The finance ministry sees inflation under the EU-
harmonised index at 2.4% at the end of 2019 
compared with 2.3% at the end of 2018. 
 
(Reporting by Angel Krasimirov) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510; )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 
 

Croatia 
 

Croatia to offer 1 bln HRK in T-bills on 

Aug. 20  

15-Aug-2019  

SARAJEVO, Aug 15 (Reuters) - Croatia's 

Finance Ministry will offer 1 billion Croatian 
kuna ($151 million) worth of treasury bills via 
auctions on Aug. 20. 

The ministry said it would offer three-month 
paper and six-month paper to the value of 100 
million kuna respectively, and one-year bills 
worth 800 million kuna, in the first such auction 
in nearly two months. 
Croatia's short-term local currency debt amounts 
to 17.92 billion kuna. 
($1 = 6.6212 kuna) 
 
(Reporting by Maja Zuvela; Editing by Kevin Liffey) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 
 

Hungary 

Fitch affirms Hungary's rating  

16-Aug-2019  
Aug 16 (Reuters) - Global ratings agency Fitch 

on Friday affirmed Hungary's sovereign debt 
rating at 'BBB', citing strong structural 

indicators and more stable macroeconomic 
performance than peers against high general 
government debt.  

Fitch also maintained Hungary's outlook at 
stable.  
The agency, however, said it expects a gradual 

slowdown in the country's economic growth, 
considering challenging external environment 
and rising domestic capacity constraint. 

Hungary's foreign currency debt has significantly 
decreased in recent years, as the government 
shifted debt financing towards domestic 
issuance. This, coupled with a current account 
surplus has reduced the economy's vulnerability. 
 
(Reporting by Shivani Singh in Bengaluru; Editing by 
Maju Samuel)  
(( ShivaniSingh1@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 
 
 
 

Kosovo 

Kosovo sells 20 mln euro of 2-yr T-

notes  

14-Aug-2019  
PRISTINA (Kosovo), August 14 (SeeNews) – 
Kosovo's finance ministry said it sold 20 
million euro ($22.4 million) worth of two-year 
Treasury notes at an auction held on August 
13, in line with target. 

mailto:Publicdebtnet.dt@tesoro.it
mailto:angel.krasimirov@thomsonreuters.com
mailto:maja.zuvela@thomsonreuters.com
rm://maja.zuvela.thomsonreuters.com@reuters.net/
mailto:ShivaniSingh1@thomsonreuters.com
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The average weighted yield on the government 

securities fell to 1.08%, from 1.22% at the 
previous auction of two-year T-notes held in 
June, according to figures posted on the website 

of Kosovo's finance ministry on Tuesday. 
($=0.89350 euro) 
 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019.  
 
 
 
 

Romania 

Romania sells planned 600 mln lei of 

April 2026 bonds  

12-Aug-2019  
BUCHAREST, Aug 12 (Reuters) - Romania's 

finance ministry sold a planned 600 million lei 
($142.60 million) worth of April 2026 
treasury bonds on Monday, with the average 
accepted yield at 3.90%, central bank data 
showed.  
Debt managers last issued the paper in July at 

an average yield of 4.35%. 
So far this year, Romania has sold roughly 31.3 
billion lei and 506.7 million euros on the local 
market. It also tapped foreign markets in March 
and July for 5 billion euros worth of 2026, 2031, 
2034 and 2049 Eurobonds. 
($1 = 4.2076 lei) 
 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019  
 
 
 

Russia 

Russia cuts investment in US 

Treasuries by $1.18 bln in June  

16-Aug-2019  
WASHINGTON. Aug 16 (Interfax) - Russia 

continues reducing its investments in US 
Treasuries, cutting its holdings by $1.18 
billion month-on-month in June, according to 
U.S. Treasury Department data. 

Russia owned a total of $10.848 billion in UST at 
the end of June, compared to $12.024 billion a 
month earlier. 
Russia's investments in long-term securities 

were practically unchanged and totaled $5.296 
billion as of the end of June, while investments 
in short-term UST fell roughly $1.22 billion. The 

situation where investment in short-term bonds 
exceeds those in long-term bonds is atypical of 
U.S. Treasury Department data for Russia, as 
well as for the majority of other countries. 
In April 2018, amid harsh sanctions, Russia's 
investments in UST almost halved, from $96.1 

to $48.7 billion. In May, the figure decreased by 

more than two-thirds, to $14.9 billion, after 

which Russia disappeared from the list of the top 
33 holders of American sovereign debt. In 2013, 
Russia held over $150 billion. 

Meanwhile, Japan substantially boosted its UST 
portfolio by nearly $22 billion to $1.122 trillion. 
China, for its part, increased its holdings for the 
first time since February, but only by $2.38 

billion to $1.112 trillion. Thus, Japan became the 
biggest investor in UST for the first time since 
May 2017. 
Then came the UK ($341.1 billion), Brazil 
($311.7 billion), Ireland ($262.1 billion), 
Switzerland, Luxembourg, the Cayman Islands, 

Hong Kong, and Belgium. 
The total volume of nonresidents' investments in 
UST in June grew by $97.2 billion to $6.636 
trillion. More than $4 trillion belonged to 
governments or central banks of foreign 
countries. 
 
Ng ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 

 
 

  

Russian Eurobonds reach highest 

values in years amid rising UST  

15-Aug-2019  

MOSCOW. Aug 15 (Interfax) - The prices of 

most Russian Eurobonds rose again on 
Thursday to their highest levels in years amid 
rising U.S. Treasuries. Sovereign spreads were 
essentially unchanged. 

At 6:15 p.m. Moscow time, Russia's benchmark 
2030 bonds were up 12 basis points from 

previous closing at 113.36% with yield at 2.8% 
per annum, down 5 bps. Three-year U.S. 

Treasuries were up 13 bps from previous closing 
at 101.18%, with yield down 6 bps at 1.465%. 
Spread between Russia-30 and UST3 widened 1 
bp to 133.5 bps. 
Russia's 2043 bond was up 52 bps at 126.84% 
yielding 4.11%, down 3 bps; the 2042 bond was 

up 43 bps at 122.62%, yielding 4.08%, down 3 
bps; the 2026 bond was up 9 bps at 108.55% 
with yield down 1.5 bps at 3.33%; and the 2023 
bond rose 13 bps in price to 108.03% yielding 
2.78%, down 3 bps. 
The 30-year bond maturing in 2047 was up 60 
bps at 118.29% with yield down 3.5 bps at 

4.135%; and the 10-year bond maturing in 
2027 was up 26 bps at 105.97%, with yield 
down 3.5 bps at 3.38%. 
 
Mc mz 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
 
 

 
 

mailto:Publicdebtnet.dt@tesoro.it
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Russia’s Finance Ministry completes 

offering of federal loan bonds  

14-Aug-2019  

MOSCOW, August 14. /TASS/. The Russian 

Finance Ministry completed the offering of 
Series 26229 fixed-income federal loan (OFZ) 
bonds worth 20 bln rubles ($303.3 mln) at the 

auction, the Ministry said on Wednesday. 

The weighted average yield of bonds mature on 
November 12, 2025 totaled 7.18% per annum. 
The demand at the auction reached 47 bln 
rubles ($712.9 mln). 
 
--0--vnk 
Copyright (c) 2019 Itar-Tass 
 
 

Slovakia 

Slower growth threatens Slovakia's 

balanced budget goal  

14-Aug-2019  
BRATISLAVA, Aug 14 (Reuters) - Slowing 

growth may threaten Slovakia's goal of 
achieving a balanced budget in 2019 for the 
first time, Finance Minister Ladislav 
Kamenicky said on Wednesday after a second-
quarter flash estimate showed a sharper-
than-expected slowdown. 

"If the current trend continues in the Q3 and Q4 

we may face a serious situation, the budget goal 
for this year may be in danger," Kamenicky said. 
"I am calling on all coalition parties to start 
saving up money, looking for reserves at the 
ministries."  
 
(Reporting by Tatiana Jancarikova, writing by Jason 
Hovet; Editing by Gareth Jones) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

 
 
 

Turkey 

Turkish wealth fund says Sisal-Sans JV 

offers best bid in national lottery 

tender 

09-Aug-2019 
ISTANBUL, Aug 9 (Reuters) - Turkey's 

sovereign wealth fund (TVF) has completed 
the bidding process for the Milli Piyango 
national lottery, the fund said on Friday, 

adding that the Turkish-Italian Sisal-Sans 
joint venture had presented the best bid. 

In a statement, the TVF said Sisal-Sans had 
offered a bid of 9.32 billion lira ($1.69 billion) for 
the 2020 operating rights of the national lottery.  
The TVF, worth $50 billion, was set up by the 
government in 2016 to develop and increase the 
value of Turkey's strategic assets and provide 

resources for investment. President Tayyip 

Erdogan appointed himself chairman of the fund 

last September. 
($1 = 5.5027 liras) 
 
(Reporting by Ezgi Erkoyun; Writing by Tuvan 
Gumrukcu; Editing by Ece Toksabay) 
(( tuvan.gumrukcu@tr.com ; +90 312 292 7021; 
@tuvangumrukcu; Reuters Messaging: 
tuvan.gumrukcu.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 
 

Turkish budget in surplus in July, 

boosted by cenbank legal reserves  

15-Aug-2019  
ANKARA, Aug 15 (Reuters) - The Turkish 

budget showed a surplus of 9.9 billion lira 
($1.8 billion) in July supported by one-off 
revenues including the partial transfer of 
central bank legal reserves, data showed on 

Thursday. 

Last month, the Turkish parliament passed a law 
that allows central bank legal reserves, 
estimated to be some 40 billion lira, to be 
transferred to the Treasury, a move aimed at 
supporting the deteriorating budget. 
The core fiscal outlook of the budget, excluding 
one-off revenues such as a construction 

amnesty, a tax amnesty and the transfer of legal 
reserves, worsened, QNB Finansbank said in a 
note to clients. 
"We estimate that remaining portion (of central 
bank legal reserves) is already transferred in the 
beginning of August," QNB Finansbank said, 

adding that the budget deficit-to-GDP ratio will 
decline temporarily towards Ankara's year-end 
target in August. 
QNB Finansbank said it maintained its 2.8% 

budget deficit-to-GDP ratio forecast for year-
end. 
In July, other income excluding taxes increased 

by 487.3% to 32.6 billion lira when compared to 
the same period last year, the Treasury and 
Finance Ministry data showed. 
The July budget showed a primary surplus, 
which excludes interest payments, of 17.6 billion 
lira, the data also showed. 
In the first seven months of the year, the budget 

recorded a deficit of 68.7 billion lira. The 
government's forecast for the 2019 year-end 
deficit is 80.6 billion lira. 
Albayrak said that the budget deficit-to-GDP 
ratio will be below 3% this year, despite a 
slowdown in income. That compares to a 

previous government forecast of 1.8%. (Full 

Story) 
($1 = 5.5890 liras) 
 
(Reporting by Nevzat Devranoglu; Writing by Ezgi 
Erkoyun; Editing by Daren Butler and Alison Williams) 
(( daren.butler@tr.com ; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

mailto:Publicdebtnet.dt@tesoro.it
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LATIN AMERICA AND 
CARIBBEAN 

Argentina another cloud on darkening 

LatAm investment outlook  

13-Aug-2019  
By Jamie McGeever 
BRASILIA, Aug 13 (Reuters) - Latin America's 

investment climate is gradually deteriorating, 
with a buildup of recession fears across the 
region being compounded by market 
turbulence from the U.S.-China trade war and 
now a sudden shock of political instability in 
Argentina. 

A mauling for Argentine President Mauricio Macri 
in Sunday's primary election triggered a historic 
crash in local assets on Monday, and the tremors 
were felt across a region whose economic 
foundations have looked shaky of late. 
Just how deep and wide the ripple effects run 

remains to be seen, and there is a case to be 

made that, like Venezuela, domestic political 
turmoil in Argentina should not be too damaging 
to other economies and markets in the region. 
But with the outlook already starting to turn 
negative, investors may be more inclined to run 
for cover rather than ride the storm out this 
time.  

The deepening trade conflict between the United 
States and China had already begun to expose 
the weaknesses of Latin American economies 
and financial markets. China is the largest 
commercial partner for many Latin American 
countries, which are dependent on trade-

sensitive commodities prices. 
Official data in the coming weeks will confirm 
whether Brazil and Mexico, the region's two 

economic powerhouses, slipped into recession in 
the first half of this year. Venezuela is mired in 
economic crisis, and Argentina now looks set to 
take a sharp turn in that direction. 

"Investor confidence is an important channel of 
contagion, affecting the region," said Martin 
Castellano, head of Latin American research at 
the Institute of International Finance in 
Washington. 
"Politics has been a critical driver of investor 
sentiment since early last year ... (and) an 

eventual shift in policy direction in Argentina 
could affect recent efforts to foster intraregional 
trade, investment, and policy coordination," 
Castellano said, noting that countries with higher 
exposure to Argentina via trade and investment, 
such as Brazil, would be most affected. 

Argentina's peso opened down more than 4% on 
Tuesday, extending its 15% slide in the previous 
session. On Monday, Argentine stocks crashed 
30% and yields on the country's sovereign debt 
soared as investors fretted over the possibility of 
default.  
Brazil's currency on Tuesday was trading below 

4.00 reais per dollar for a second day, having 
passed the key psychological level on Monday 
for the first time since May. The  
BOVESPA benchmark stock index was flat after 

shedding 2% on Monday.  

Mexico's peso slipped 0.2 percent on Tuesday, 
extending Monday's losses. Its main equities 
benchmark fell 1.2% on Monday.  

According to strategists at Bank of America 
Merrill Lynch, Latin America was already the 
emerging region most at risk from the escalating 
U.S.-China trade war and the yuan's slide to an 

11-year low before the surprise in Argentina. 
Colombia, Argentina and Mexico are among the 
most vulnerable countries, they said, thanks to a 
combination of wide balance of payments 
deficits, exposure to global economic factors and 
relatively weak domestic fundamentals. 

The Colombian peso is overvalued by as much 
as 20% on a trade-weighted, real effective 
exchange rate basis, they estimated. 
Tight government budgets in countries like Brazil 
and Mexico make it more difficult to counter 
slowing or contracting growth with fiscal policy. 
Central banks will be wary of cutting interest 

rates too much for fear of triggering inflation-
threatening weakness in their exchange rates. 
"LatAm appears as the most vulnerable region 
not only because of the high exposure to China 
and commodity prices (and therefore to a 
worsening of a global slowdown) but also 
because the tools available to implement 

counter-cyclical monetary policy are more 
limited," BAML strategists wrote in a note on 
Monday. 
Analysts at Citi said the spillover to the rest of 
Latin America should be "fairly orderly," but 
warned that high-yield credit is particularly 

vulnerable, while Mexico and Colombia appear to 
be less resilient to shocks thanks to a weakening 
credit profile and lower oil prices, respectively. 
The gloomy outlook follows the recent burst of 

investor optimism that the U.S. Federal Reserve 
will embark on an interest-rate-cutting cycle 
that, in isolation, would be a positive 

development for Latin America and give local 
central banks more room to loosen monetary 
policy too. 
Funds and speculators on U.S. futures markets 
have increased their bullish bets on the Mexican 
peso and Brazilian real in recent weeks, 
according to weekly data from the U.S. 

Commodity Futures Trading Commission (CFTC).  
But growth fears are bearing down hard on 
emerging market currencies and these are now 
money-lowing bets, which investors may be 
tempted to reduce even further. 
"While we can see some domestic bullish trends 

in Brazil and Mexico, especially in relation to 
bond markets, we have turned more cautious," 

said Jens Nordvig, founder of Exante Data, a 
New York-based data analytics and market 
research firm. 
"China is crucial to global foreign exchange 
dynamics. As long as the yuan is responding to 

tariff escalation from the U.S., it is hard to be 
bullish on emerging market FX," Nordvig said. 
 
(Reporting by Jamie McGeever in Brasilia; editing by 
Daniel Flynn and Jonathan Oatis) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 

mailto:Publicdebtnet.dt@tesoro.it
mailto:jamie.mcgeever@thomsonreuters.com
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3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Argentina 

Argentina's bonds show tentative signs 

of stabilisation after crash  

13-Aug-2019  
LONDON, Aug 13 (Reuters) - Argentina's 

government bonds showed tentative signs of 
a stabilisation on Tuesday after plunging 
heavily following a chastening defeat for the 
country's President Mauricio Macri in weekend 
primary elections.  

Prices indicated by heavyweight broker Jefferies 

showed all of Argentina's main dollar bonds from 
its 2021 maturing debt to its landmark 2117 

'century' bond up 0.5 cents on the dollar. 
Monday's market rout had been brutal. The peso 
collapsed 15%, equities crumbled 48% in dollar 
terms --the second biggest one-day slump 
anywhere since 1950-- and the 100-year bond 

tumbled 20% as fears of yet another 
government default spiked.  
 
(Reporting by Marc Jones; editing by Tom Arnold) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Argentina hit by Fitch downgrade to 

'CCC' from 'B'  

16-Aug-2019  
By Gabriel Stargardter 
BUENOS AIRES, Aug 16 (Reuters) - Ratings 

agency Fitch on Friday downgraded 
Argentina's sovereign debt rating from 'B' to 

'CCC,' flagging an increased likelihood of a 
default in the wake of a shock primary 
election result that plunged the country into 
its latest economic crisis. 

Argentine markets were in free-fall for most of 
the week after Sunday's vote when center-left 
presidential candidate Alberto Fernandez 
trounced center-right President Mauricio Macri. 

The scale of Fernandez's victory suggested he 
could win the October ballot in the first round, 
potentially putting and risking an end to free-

market economic reforms and an IMF-backed 
austerity plan.  
In a fresh blow for Argentine policymakers on 
Friday, Fitch downgraded Argentina's debt to 

'CCC,' and said it expected the country's 
economy to contract 2.5% in 2019, down from a 
previous forecast of 1.7%. Fitch added that it 
saw Argentine government debt rising to around 
95% of gross domestic product in 2019. 
"The downgrade of Argentina's ratings reflects 
elevated policy uncertainty following the primary 

elections, a severe tightening of financing 

conditions, and an expected deterioration in the 
macroeconomic environment that increase the 
likelihood of a sovereign default or restructuring 

of some kind," Fitch said.  
The ratings agency added it expects growth to 
be flat in 2020, while also cautioning that there 
was likely to be plenty of uncertainty "given lack 

of clarity around key economic policies post-
election." 
Fitch said the chances of Fernandez wining the 
election had grown, raising doubts about the 
future of Macri's IMF-backed austerity plan. The 
fact that Fernandez' running mate was leftist 

former President Cristina Fernandez de Kirchner, 
a longtime skeptic of the IMF program, only 
heightened those doubts, Fitch said.  
 
(Reporting by Gabriel Stargardter; Editing by 
Marguerita Choy)  
(( Gabriel.Stargardter@thomsonreuters.com ; +55 
21998116099; Reuters Messaging: 
gabriel.stargardter.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Fitch, S&P downgrade Argentina debt 

as default risk grows  

16-Aug-2019  
By Gabriel Stargardter 
BUENOS AIRES, Aug 16 (Reuters) - Ratings 
agencies Fitch and Standard & Poor's 

downgraded Argentina's sovereign debt rating 
on Friday, flagging higher chances of a default in 
the wake of a shock primary election result that 
plunged the country into its latest economic 
crisis. 

Argentine markets were in free-fall for most of 
the week after Sunday's vote when center-left 

presidential candidate Alberto Fernandez 
trounced center-right President Mauricio Macri. 
The scale of Fernandez's victory suggested he 
could win the October ballot in the first round, 
potentially putting an end to free-market 
economic reforms and an IMF-backed austerity 

plan.  
The downgrades cap a tough week in which the 
peso lost nearly 20% of its value, forcing the 
central bank to eat into its reserves with dollar 
auctions. Fitch downgraded Argentina's 
sovereign debt rating from 'B' to 'CCC,' while 
S&P lowered its rating to 'B-' from 'B.' 

"The downgrade of Argentina's ratings reflects 
elevated policy uncertainty following the primary 

elections, a severe tightening of financing 
conditions, and an expected deterioration in the 
macroeconomic environment that increase the 
likelihood of a sovereign default or restructuring 
of some kind," Fitch said.  

Fitch said it expected Argentina's economy to 
contract 2.5% in 2019, down from a previous 
forecast of 1.7%. Fitch added that it saw 
government debt rising to around 95% of gross 
domestic product in 2019.  
S&P saw 2019 growth falling 2.3%, compared 

mailto:Publicdebtnet.dt@tesoro.it
rm://jamie.mcgeever.reuters.com@reuters.net/
mailto:marc.jones@thomsonreuters.com
rm://marc.jones.thomsonreuters.com@reuters.net/
https://twitter.com/marcjonesrtrs
mailto:Gabriel.Stargardter@thomsonreuters.com
mailto:gabriel.stargardter.thomsonreuters.com@reuters.net
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with a prior forecast of a 1.6% decline.  

Alejo Czerwonko, emerging markets strategist at 
UBS Global Wealth Management's Chief 
Investment Office, said the downgrade was not 

going to substantially change many people's 
minds about the solidity of Argentine debt.  
"Argentina was already rated deep into junk 
territory and this is pushing the rating a bit 

deeper, but it reveals little new information to 
investors," he said. 
While Fitch said it expects growth to be flat in 
2020, S&P saw 2020 growth at 0.5%, compared 
with a prior forecast of 2.2%, highlighting 
uncertainty over the policies of Fernandez.  

Fitch said the chances of Fernandez winning the 
election had grown, raising doubts about the 
future of Macri's IMF-backed austerity plan. The 
fact that Fernandez's running mate is leftist 
former President Cristina Fernandez de Kirchner, 
a longtime skeptic of the IMF program, only 
heightened those doubts, Fitch said. 

"We could lower the ratings over the next 12-18 
months if economic and financial stresses 
continue to mount," S&P said, adding it saw "a 
greater than one-in-three chance of a 
downgrade over the coming year." 
 
(Reporting by Gabriel Stargardter; Additional reporting 
by Rodrigo Campos in New York 
Editing by Marguerita Choy and Tom Brown) 
(( Gabriel.Stargardter@thomsonreuters.com ; +55 
21998116099; Reuters Messaging: 
gabriel.stargardter.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2019.  

 
 
 
 

Brazil 

Brazil's real rises around 1% following 

central bank FX move  

15-Aug-2019  
BRASILIA, Aug 15 (Reuters) - Brazil's real rose 

as much as 1% in early trading on Thursday, 
after the central bank announced the previous 
evening that it will sell dollars outright in the 
spot currency market this month for the first 
time since 2009 in response to rising demand 
for liquidity. 

The dollar fell as low as 4.0116 reais in early 
trading on Thursday, having traded above 4.05 
reais on Wednesday, its highest level since May. 
At 09:15 local time, the dollar had edged back 
up above 4.02 reais.  
 
(Reporting by Jamie McGeever 
Editing by Chizu Nomiyama) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

 
 

 
 

Brazil to sell dollars outright for first 

time since 2009  

15-Aug-2019  

By Jamie McGeever and Jose Gomes Neto 
SAO PAULO/BRASILIA, Aug 14 (Reuters) - 
Brazil's central bank said on Wednesday it 
would sell dollars outright in the spot 

currency market this month for the first time 
in over a decade, changing its regular market 
operations in response to rising demand for 
liquidity. 

The bank said dollar sales would be carried out 
along with reverse currency swaps, a response 
to the "current economic environment" but not a 
change to the bank's floating exchange rate 

policy and support for the smooth functioning of 
markets. 
The announcement came on the day Brazil's real 
fell 2% to below 4.05 per dollar for the first time 
since May and currency market volatility jumped 
as U.S. recession fears and market turmoil in 

Argentina took their toll on local assets.  

In a statement on its website, the central bank 
said it would sell up to $550 million daily in the 
spot market along with reverse swaps of the 
same value from Aug. 21-29. The operation 
would match the $3.84 billion in currency swaps 
contracts expiring in October but which have not 
yet been rolled over. 

"This is an improvement in the use of 
instruments at (the bank's) disposal to operate 
in the foreign exchange market ... taking into 
account current market conditions," the 
statement said. 
A central bank spokesman said this would be the 

first outright sale of dollars since February 2009. 
Since 2013, the central bank has only sold 
dollars in the spot market linked to repurchase 

agreements, which were essentially dollar loans. 
According to the central bank, the operations 
later this month will not affect its net currency 
position. 

In March, the central bank responded to the 
real's weakness and heightened market volatility 
at the time by selling around $4 billion in the 
spot market linked to repurchase agreements, 
although around $3 billion of that effectively 
rolled over expiring contracts. 
($1 = 4.05 reais)  
 
(Reporting by Jose de Castro and Jamie McGeever; 
Editing by Richard Chang) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Mexico 

Core inflation a stiff 'challenge' in 

Mexico  

16-Aug-2019  
By Anthony Esposito and Noe Torres 
MEXICO CITY, Aug 15 (Reuters) - Reducing 
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Mexico's stubborn core inflation, running at 
3.8 percent, is a challenge for the central 

bank, its governor told Reuters on Thursday, 
after it cut its key lending rate for the first 
time since June 2014. 

The Bank of Mexico (Banxico) cited slowing 
inflation and increasing slack in an economy 
hampered by global trade tensions, as reasons 
for the rate cut, fueling expectations that further 
monetary policy easing could be on the way.  

"We will pay attention to new information and 
uncertainty over the coming weeks before 
evaluating monetary policy actions," said 
Alejandro Diaz de Leon, who has been the 
governor of the central bank since late 2017. 
In a majority decision, Banxico's five-member 
board voted to lower the overnight interbank 

rate by 25 basis points to 8.00%, while one 
board member voted to maintain the rate at 
8.25%. 
Helping to justify the cut was a third consecutive 

monthly slowdown in annual inflation in July, 
when the rate eased to 3.78%. The central bank 

targets a rate of 3%, with a one-percentage-
point tolerance threshold above or below that 
figure. 
However, Banxico noted in its monetary policy 
statement that while headline inflation was 
declining, core inflation, which strips out some 
volatile food and energy prices, has remained 

persistent around 3.8%. 
Diaz de Leon described core inflation's 
"resistance to decrease" as a "challenge" for 
Banxico, whose mandate is to contain inflation. 
The surprise move by Mexican policymakers 
follows recent rate cuts by central banks around 
the world as a trade-induced slowdown shows 

more signs of stymieing global growth. Last 
week, New Zealand's central bank cut rates to a 

record low, a reduction that was followed by 
central banks in Thailand and the Philippines.  
"All these trade tensions have led to a tendency 
of decelerating economic (growth), with an 

expectation of lower inflationary pressures 
globally ... even reduced monetary policy in 
various cases in an environment of episodes of 
volatility," Diaz de Leon said. 
At the end of last month, the U.S. Federal 
Reserve cut its benchmark overnight lending 
rate for the first time since 2008. 

Marcos Casarin, chief Latin America economist at 
Oxford Economics, said Banxico's board 
members justified the decision to cut rates 
mostly based on the fact that Mexican bond 
yields have fallen across the board following the 
Fed's rate cut. 

The central bank's view signals the importance 

of these external and internal yield curves being 
"in harmony with the inflationary and economic 
activity conditions and this external context," 
Diaz de Leon said. 
The rate cut came despite the recent 
depreciation of the Mexican peso, which many 

analysts believed would keep Banxico from 
reducing rates. 
Escalating trade tensions and the risk of a 
currency war between the United States and 

China have led to increased volatility for 

emerging market currencies, including Mexico's 
peso.  
Diaz de Leon said the peso could see new bouts 

of volatility if trade tensions intensified or there 
were surprises in economic data. 
 
(Reporting by Anthony Esposito and Noe Torres; 
Editing by David Alire Garcia and Paul Simao) 
(( anthony.esposito@tr.com ; +5255 5282 7140; 
Reuters Messaging: 
anthony.esposito.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

 

Mexico's central bank cuts rates for 

first time in 5 years as economy 

sputters  

15-Aug-2019  

By Anthony Esposito 
MEXICO CITY, Aug 15 (Reuters) - Mexico's 

central bank on Thursday cut its key lending 
rate for the first time since June 2014, citing 
slowing inflation and increasing slack in the 
economy, and fueling expectations that 
further monetary policy easing could be on 
the way. 

In a majority decision, the Bank of Mexico's 
(Banxico) five-member board voted to lower the 
overnight interbank rate by 25 basis points to 
8.00%. One board member voted to maintain 
the rate at 8.25%, the bank said in a statement. 
The surprise move by Mexican policymakers 
follows rate cuts by central banks around the 

world in the last week as a trade-induced 
slowdown shows more signs of stymieing global 
growth. Last week New Zealand’s central bank 

cut rates to a record low, a reduction that was 
followed by central banks in Thailand and the 
Philippines. The peso weakened as much as 

0.4% to 19.76 per dollar after Banxico's 
decision, but quickly reversed those losses. 
Yields on Mexico's 10-year bonds fell by 19 basis 
points to 7.06%, Refinitiv data showed. 
Eleven of 16 analysts and economists surveyed 
for a Reuters poll published on Monday had 
expected Banxico to hold the rate at 8.25%, the 

level it had maintained since Dec. 20. Five of 
those surveyed expected a rate cut of 25 basis 
points. 
"Slack conditions in the economy have continued 
to loosen, even more than expected, widening 
the negative output gap. In an environment of 
significant uncertainty, the balance of risks for 

growth remains tilted to the downside," the bank 
said. 
In general terms inflation has gone down "a little 
faster" than expected, Central bank Governor 
Alejandro Diaz de Leon said on Mexican radio. 
"We've seen economic activity stagnating for 

several quarters now and that in some way has 
given the bank space to consider that it will 
contribute to inflation its trajectory of 
converging toward the 3% target," said Diaz de 
Leon. 
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As the week progressed, however, more 

analysts began to say that the central bank 
could lower borrowing costs with the economy 
sputtering and inflation slowing. 

Charles Seville, co-head of Latin America 
sovereigns at ratings agency Fitch, said the rate 
cut reflected lower inflation risks and greater 
domestic and global growth risks since the 

bank's last meeting. 
"We still think Banxico will stay vigilant given 
domestic policy risks and the potential for risk 
aversion to affect the exchange rate, but 
depending on the trajectory of Fed rates, the 
door may be open to further rate cuts," he said. 

At the end of last month, the U.S. Federal 
Reserve cut its main lending rate for the first 
time since 2008. 
The Banxico rate cut could help boost the 
Mexican economy after paltry growth of 0.1% in 
the second quarter. 
The bank's decision was the first since Mexican 

President Andres Manuel Lopez Obrador, who 
says he respects the central bank's autonomy, 
told Bloomberg news agency last month it was 
important to lower interest rates to boost 
growth. Banxico has a mandate of containing 
inflation. 
Helping to justify the cut was a third consecutive 

monthly slowdown in annual inflation in July, 
when the rate eased to 3.78%. The bank targets 
a rate of 3%, with a one percentage point 
tolerance threshold above or below that figure. 
Edward Glossop, Latin America economist at 
Capital Economics, said that despite Banxico's 

relatively cautious post-meeting statement, 
"probably designed to temper expectations of an 
aggressive easing cycle ... more rate cuts are on 
the way." 

"With inflation set to fall further and growth to 
stay weak, we expect another 50 basis points of 
rate cuts to 7.50% by year-end," Glossop said in 

a note to clients. 
 
(Reporting by Anthony Esposito; Editing by Alistair Bell 
and Grant McCool) 
(( anthony.esposito@tr.com ; +5255 5282 7140; 
Reuters Messaging: 
anthony.esposito.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 
 

Peru 

Peru's economy expands 2.62% in 

June from same month a year ago  

15-Aug-2019  
Peru's economy expanded 2.62% in June from 
the same month a year earlier, growing at a 
faster pace than in recent months on robust 

construction, telecommunications and 
manufacturing activity that offset a drop in 
mining output, state statistics agency Inei 
said on Thursday. 

A Reuters poll had forecast a 2.57% expansion 

for June. Inei said that Peru's economy grew 

1.73% in the first half of the year from the same 
period a year earlier, and 2.68% in the 12 
months through June. The economy expanded 

0.30% in June from the previous month of May, 
Inei added. 
 
©Thomson Reuters 2019. All rights reserved.  
 
 
 

Venezuela 

Venezuela's congress to create 

committee for future debt 

renegotiation  

13-Aug-2019  
CARACAS, Aug 13 (Reuters) - Venezuela's 

opposition-run congress said on Tuesday it 
will form a commission that will eventually 
renegotiate the country's debt, much of which 
is in default, and protect the OPEC nation's 

offshore assets from seizure by creditors. 

President Nicolas Maduro's government has 
defaulted on most of roughly $60 billion in 
foreign bonds issued by Venezuela and state oil 
company Petróleos de Venezuela, S.A., or 
PDVSA, but has had minimal contact with 
creditors about addressing the situation. 
The measure follows U.S. President Donald 

Trump's executive order last week that froze 
Venezuelan government assets in the United 
States. Opposition leader Juan Guaido wants to 
prevent creditors from taking the country's main 
foreign asset, U.S. refiner Citgo as partial 
repayment for debt. 

The commission would be tasked with "the study 

of debt, and of course, protection of our assets," 
Guaido told reporters. In January he invoked the 
constitution to assume a rival presidency, 
arguing Maduro's 2018 re-election was 
illegitimate.  
The seven-member commission will include 

legislators and economists, and be formally 
approved in upcoming congressional sessions, 
Guaido said. 
It will carry out "actions to design and prepare 
for the renegotiation of public debt, including 
proposals for refinancing or restructuring," 
according to a preliminary proposal. 

Opposition leaders said the new U.S. sanctions 
will help them protect Citgo and would pave the 
way for the renegotiation of a bond backed by 
Citgo shares. Creditors have had little contact 
with Venezuelan officials because Maduro is not 

seen as credible negotiator and because U.S. 

sanctions prevent many from holding such 
meetings. 
Guaido, who has been recognized by more than 
50 countries as Venezuela's legitimate president, 
is preparing for a renegotiation process after 
Maduro leaves power. Maduro calls him a U.S.-
backed puppet seeking to oust him in a coup, 

and has accused the opposition of trying to 
"steal" Citgo. 
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(Reporting by Mayela Armas; Writing by Brian 
Ellsworth; Editing by Richard Chang) 
(( luc.cohen@thomsonreuters.com ; +58 424 133 
7696; Reuters Messaging: Twitter: 
https://twitter.com/cohenluc) ) 

(c) Copyright Thomson Reuters 2019.  
 

AFRICA 
 

 

Kenya 

Kenya's central bank to hold its rate-

setting meeting on Sept. 23  

14-Aug-2019  
NAIROBI, Aug 14 (Reuters) - The Kenyan 

central bank's Monetary Policy Committee will 
hold its next rate-setting meeting on Sept.23, 
the bank said on its website on Wednesday. 

At its last meeting in July, the bank held its 

benchmark lending rate at 9.0%, saying inflation 
expectations were within the target range and 
the economy was operating close to its potential.  
 
(Reporting by George Obulutsa; Editing by Duncan 
Miriri) (( george.obulutsa@thomsonreuters.com ; Tel: 

+254 20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Nigeria 

Nigeria central bank eyes second debt 

sale in a week to lure foreign investors  

15-Aug-2019  
By Chijioke Ohuocha 
ABUJA, Aug 15 (Reuters) - Nigeria's central 

bank plans to auction 150 billion naira 
($489.5 mln) of open market bills on 
Thursday, traders said, its second bill sale in a 

week as the country seeks to attract more 
foreign investors. 

The bank last month shifted policy to try to force 
banks to lend to help revive an economy stuck 
with low growth after a recent recession. But 
with falling oil prices and foreign investors taking 
profits, the naira is regaining focus. 
The central bank planned to sell the bills with 

maturities from 84-day to 350-day, traders said, 
after the bank auctioned 34.4 billion naira in 
treasury bills on Wednesday at higher rates. Last 
week, the bank sold 100 billion naira in bills. 

Pressure has been building on the naira currency 
as oil prices drop and foreign investors book 
profits on local bonds in response to yields which 

have fallen from as high as 18% a year ago. 
In a further sign of pressure on the currency, 
President Muhammadu Buhari told the central 
bank on Tuesday to stop providing funding for 
food imports, his spokesman said. 
The naira was quoted at 364 on Thursday on 

thin liquidity, traders said, a level where it has 
traded this week. It eased to 364 per dollar on 

Friday, from a quote of 363.50 as falling oil 

prices tightened liquidity on the currency 
market. 
A dollar shortage was initially caused by a 

slowdown of foreign inflows after local debt 
market yields declined. 
Nigeria operates a multiple exchange rate 
regime that it has used to manage pressure on 

the currency. The official rate of 306.90 is 
supported by the central bank but the traded 
rate of 364 is widely quoted by foreign investors 
and exporters. 
($1 = 306.45 naira) 
 
(Reporting by Chijioke Ohuocha Editing by Mark 
Heinrich) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  

 
 
 

Nigeria sells treasuries to lure foreign 

investors after FX ban for food imports  

14-Aug-2019  
 Pressure building on naira currency as oil 

prices drop 
 Nigeria's main share index hits more than 

2-year-low 
 President tells central bank to ban FX 

access for food importers 
 Traders await clarity on implementation of 

proposed FX ban 

By Chijioke Ohuocha 
ABUJA, Aug 14 (Reuters) - The Nigerian central 

bank auctioned treasury bills on Wednesday 
at higher rates to try to lure foreign investors, 
hours after it was announced that the 
president told the bank to ban access to 
dollars for food imports. 

Pressure has been building on the naira currency 
as oil prices drop and foreign investors book 
profits on local bonds in response to falling 
yields. Crude sales account for 90% of foreign 

exchange earnings and two-thirds of 
government revenues in Nigeria, Africa's top oil 
producer. 
The bank auctioned 34.4 billion naira worth of 
bills, paying 12% for the longest tenor one-year 
paper, up from 11.2% it paid at its last sale, on 
ample demand for the bills, traders said. 

Banking stocks fell 1.26% on Wednesday, to 
help drag the main share index to a more than 
two-year low as negative sentiment persisted on 
the stock market. 

Traders said the bank told them to increase their 
rates at the bills auction from last auction rates 
as the central bank tries to lure foreign inflows. 

The central bank last month shifted policy to try 
to force banks to lend to help revive an economy 
stuck with low growth after a recent recession. 
But with falling oil prices and foreign investors 
taking profits, the naira is regaining focus. 
On Friday, the naira eased to 364 per dollar, 

from a quote of 363.50 as falling oil prices 
tightened liquidity on the currency market. The 
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currency was quoted at 364 on Wednesday on 

thin liquidity, traders said. 
A dollar shortage was initially caused by a 
slowdown of foreign inflows after local debt 

market yields declined. 
UNCERTAINTY  

"As the naira came under increasing pressure ... 
stepping up demand management policies in the 

foreign exchange market furthermore suggests 
that the central bank faces increasing problems 
propping up the currency through open market 
operations," said Malte Liewerscheidt, vice 
president of Teneo Intelligence. 
Nigerian President Muhammadu Buhari on 
Tuesday told the central bank to stop providing 

funding for food imports, his spokesman said, in 
a further sign of pressure on the currency.  
A spokesman for the central bank, which is an 
independent body, has not responded to text 
messages and phone calls seeking a comment 
on whether or not the request will be heeded.  

Traders said the market was waiting for more 

information on how such a ban would be 
implemented, especially for importers with 
existing lines of credit. 
"This adds to the level of uncertainty in the 
market. How the central bank would implement 
this remains unclear," one trader said. "Some of 

the items may already be included in the earlier 
ban." 
In 2015 the central bank banned access to 
foreign exchange for 43 items in a bid to curb 
dollar demand, though it continued to sell dollars 
to offshore investors to boost confidence. 
Nigeria, which has Africa's biggest economy, 

operates a multiple exchange rate regime, which 
it has used to manage pressure on the currency.  
The official rate of 306.90 is supported by the 

central bank but the traded rate of 364 is widely 
quoted by foreign investors and exporters. 
 
(Additional reporting by Alexis Akwagyiram in Lagos 
Editing by Gareth Jones, Stephen Powell and Frances 
Kerry) (( chijioke.ohuocha@thomsonreuters.com ; 
+234 703 4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

 
 
 

South Africa 

South Africa debt "becoming 

uncomfortable", but no bailout 

requested  

15-Aug-2019  
JOHANNESBURG, Aug 15 (Reuters) - South 

Africa's public debt, which is approaching 
rating agencies' red line of 60% of economic 
output, is reaching uncomfortable levels, an 

IMF official said on Thursday. 

Public finances in Africa's most industrialised 
economy are under strain as growth has proved 
weaker than expected and a clutch of state 
companies have needed large cash injections. 

In July, the government said it would give power 

utility Eskom 59 billion rand ($4.1 billion) of 
additional financial support over the next two 
years, on top of an already-promised bailout of 

230 billion rand spread over the next decade. 
That spooked investors and credit agencies. 
Finance Minister Tito Mboweni warned shortly 
afterwards that this and other bailouts for state 

firms would almost certainly push up the budget 
deficit as well as state borrowing, raising the 
prospect of emergency external loans. "South 
Africa has not requested an IMF-supported 
programme. We do not see a balance of 
payments need ... so as far as we are concerned 

there's no need for South Africa to approach the 
IMF," the lender's senior resident representative 
in South Africa, Montfort Mlachila, told a 
conference in Johannesburg. 
Mlachila, however, said the debt trajectory, 
forecast at 55% of GDP in February by treasury 
but likely to be revised upwards at the October 

mini-budget, was worrying. "South Africa has 
the highest level of debt in its history," he said. 
"This is actually quite concerning without a 
doubt ... The public debt trajectory is not 
favourable and becoming uncomfortable." 
 
(Reporting by Olivia Kumwenda-Mtambo; Writing by 
Mfuneko Toyana; Editing by Hugh Lawson and Andrew 
Cawthorne) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

GLOBAL 
 

 
 

Fitch Ratings: Negative Yields Do Not 

Necessarily Support Sovereign Credit  

13-Aug-2019  
ENPNEWSWIRE-(C)2019 ENPUBLISHING 
Release date- 12082019 - Negative yields on 

long-dated government securities are more 
reflective of distorted market conditions than 
of stronger sovereign credit profiles, Fitch 
Ratings says. 

Lower interest service costs support sovereign 

creditworthiness, but this must be weighed 
against the impact of the economic conditions 
leading to lower yields and historically high 
government debt levels in a number of 
countries. 
There are nine sovereigns with 10-year bonds 
that trade at market prices implying a negative 

yield to maturity. The nominal stock of 
government debt with negative yields is about 
USD15 trillion. Last week the yield on Germany's 
30-year bond turned negative for the first time 
and the 10-year yield fell below -0.60%. 
Falling yields reflect various related factors, 

including policy rate cuts by central banks 
following the Federal Reserve's first cut in more 
than a decade last month, investor concerns 
about global growth, and a 'flight-to-safety' in 
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financial markets after President Trump's 

announcement of additional U.S. tariffs on 
Chinese imports. 
Nevertheless, one reason for persistently low or 

negative yields is central banks' continuing role 
in the bond market. The Bank of Japan 
continues to buy JGBs as part of its yield curve 
control and we think that weak growth and low 

inflation will prompt the ECB to restart net asset 
purchases in 4Q19, albeit at a relatively modest 
pace. The Fed said in July that it would end its 
process of balance sheet reduction two months 
earlier than previously indicated. 
While lower government bond yields are 

generally associated with stronger sovereign 
credit profiles, Fitch thinks the latest moves are 
partly a continuation of the distortion created by 
Quantitative Easing (QE) over recent years. For 
example, sovereign ratings of countries that 
were Eurozone members in 2007 were 
downgraded by a collective 68 notches between 

2008 and 2013 as the region was hit by the 
global financial crisis and the resulting rise in 
government debt, easily outweighing the six 
notches of upgrades. 
Bond yields and spreads diverged from ratings in 
mid-2012 after ECB President Mario Draghi said 
the central bank would do 'whatever it takes to 

preserve the euro'. The subsequent modest 
recovery in Eurozone ratings since 2014, as 
shown by some 14 notches of upgrades 
collectively (net of downgrades), has been 
outstripped by the dramatic reductions in bond 
yields and spread compressions. 

Lower government bond yields can certainly 
support sovereign creditworthiness since they 
reduce the interest service burden which, 
relative to government revenue, is an input into 

our Sovereign Rating Model. 
This effect is felt over time, however, as the 
average maturity of developed market 

government debt is usually relatively long, so 
that the effective interest rate and the annual 
debt service burden change only gradually. In 
the Eurozone, for example, the average residual 
maturity is 7.4 years. And the fiscal space 
created by lower interest service has in many 
cases already been absorbed by rising non-

interest spending. 
Moreover, the economic conditions leading to 
structurally lower yields may not be as 
supportive of sovereign credit. Lower interest 
rates to some extent reflect weaker potential 
GDP growth stemming from slower productivity 

growth and demographic changes. These, along 
with low inflation, will adversely affect growth in 

government revenues and put upward pressure 
on age-related spending, adding to fiscal 
challenges. Market distortions from QE also 
imply that the differential between interest rates 
and growth, which have been favorable for 

government debt dynamics, will ultimately rise 
again in the long term, making debt reduction a 
more acute policy challenge. 
 
Media Relations: Hannah James, New York, Tel: +1 
646 582 4947, Email: 

hannah.james@thefitchgroup.com; Additional 
information is available on www.fitchratings.com 
Copyright (c) 2019 M2 Communications Ltd. 
 

EMERGING 

EM succumbs to negative yields  

09-Aug-2019  
By Edward Clark 
LONDON, Aug 9 (IFR) - With yields rapidly 

shrinking across the globe, emerging markets 
are feeling the effect with the volume of 
negative yielding bonds from CEEMEA 
sovereigns touching €55bn-equivalent. 

Poland currently has close to €28bn of negative 

yielding debt outstanding, according to data 
provided by Tradeweb. The country's €2bn 4% 
Mar 2021 is currently bid at a yield of -0.39%. 
Slovakia, which has €676.9m of outstanding 
negatively yielding debt, and its yield curve is 

negative out to 10-years, according to Eikon, 
while Bulgaria's curve is negative out to one-

year. 
One banker observed that with negative yields 
creeping into EM, investors in the sector will 
have to become increasingly selective as they 
look for yield. 
Richard Hodge, manager of the Nomura Global 
Dynamic Bond Fund noted that those searching 

for yield should look at "selected emerging 
market bonds, credits and sovereign bonds," 
said in a note on Friday.  
Poland, Czech Republic, Latvia and Bulgaria 
account for the bulk of the CEEMEA negative 
yielding debt. 

Outside of CEEMEA, Korea, Indonesia and 
Mexico all have negatively yielding debt, 

according to Tradeweb. 
And yet, the negative yielding phenomenon 
should not detract from the unease in emerging 
markets that were buffeted by renewed trade 
and currency wars.  

Citigroup argues that we will see the 
continuation of a sell-off in credit spreads even 
though spreads have already widened 40bp in 
August. 
"While spreads have indeed widened significantly 
and perhaps look attractive to some degree, we 
think the weakness can persist in the absence of 

a positive catalyst and also worsened by poor 
liquidity," analysts wrote.  
In ratings action Japan's R&I upgraded Ukraine's 
sovereign rating two notches to B. 
A note from BlueBay Asset Management concurs 

with the ratings move given we are now "four 

years after the debt restructuring, with the 
public sector debt ratio sub 60% and moderate 
twin deficits of sub 2% of GDP".  
 
(Reporting by Edward Clark) 
(( E.Clark@thomsonreuters.com ; +442075427630; )) 
(c) Copyright Thomson Reuters 2019.  
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