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ASIA 
 

China 

Moody's Says China's Deleveraging 

Progress To Slow As Growth Weakens  

15-Nov-2018  
Nov 15 (Reuters) –  
Moody's says china's deleveraging progress to 
slow as growth weakens. 

Moody's says in current circumstances china's 
authorities likely to rely to greater extent on 
spending by the broader public sector to support 

growth. 

Moody's says it expects china's economy-wide 
leverage to increase further amid mounting 
downward pressure on growth. 
Moody's says for china's state-owned enterprises 
(SOES), the weakening macroeconomy will 
make it more difficult to deleverage. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India wants RBI to address credit, 

liquidity issues as priority  

14-Nov-2018  
NEW DELHI, Nov 14 (Reuters) - India's finance 

ministry wants the Reserve Bank of India 

(RBI) to address credit and liquidity related 
issues at its board meeting scheduled for Nov. 
19, Indian TV channels reported on 
Wednesday, citing unidentified sources. 

The central bank and the government have been 
at loggerheads in recent weeks as the 
government ramps up pressure on the regulator 

to relax lending curbs and hand over surplus 
reserves. 
According to the TV reports, the sources said the 
discussions on the economic capital framework 
of the central bank, a reference to the reserves 
issue, can continue later. Kicking that issue 
down the road could allow space for the two 

sides to come to an uneasy truce next week.  
Economic Affairs Secretary Subhash Chandra 
Garg last week said the government was 

discussing ways to fix the appropriate economic 
capital framework of the RBI. That framework is 
used to decide the adequate amount of reserves 

the central bank should maintain. 
 
(Reporting by Nidhi Verma 
Editing by Martin Howell) 
(( nidhi.verma@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Fitch Says Affirms India At 'BBB-'; 

Outlook Stable  

15-Nov-2018  

Nov 15 (Reuters) - Fitch: 
Fitch affirms India at 'BBB-'; outlook stable. 
Fitch says India's ratings balance strong 
medium-term growth outlook, favourable 
external balances relative to peers with weak 
fiscal finances. 

mailto:Publicdebtnet.dt@tesoro.it
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Fitch says India's average projected growth for 

3-yrs through to fy21 would be highest among 

'BBB' peers, third-highest among all sovereigns 
rated by it. 
Fitch on India says authorities are in process of 
cleaning up banking sector, but banks do not 
seem in a position to significantly spur credit 
growth. 

Fitch says widening current-account deficit, from 
higher oil import bill, accelerating economic 
activity, appears to have aggravated market 
sell-off in India. 
Fitch says implementation of reforms such as 
GST, insolvency and bankruptcy code, should 

improve India's business environment, alleviate 
transaction costs. 
Fitch says implementation of reforms such as 

easing of FDI regulations, reduction in red tape , 
should also improve India's business 
environment. 
Fitch says a weak fiscal position continues to 
constrain India's sovereign ratings. 

Fitch says large portfolio inflows that India 
enjoyed in previous few years are unlikely to 
return in current external environment. 
Fitch says expects India's cad to widen to 3.0% 
of GDP in fy19 & 3.1% in fy20 from 1.9% in 
fy18, as oil makes up more than a quarter of 
total imports. 
Fitch says India's central government may 
find it difficult to meet its deficit target of 
3.3% of gdp in fy19. 
Fitch says India may find it difficult to meet 
deficit target of 3.3% of GDP in fy19, as 
revenue, including from gst, lower in first 6 
months than budget estimates. 

Fitch says expects India's real GDP growth of 
7.8% for fiscal year ending 31 march 2019 , up 

from 6.7% in fy18. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Indonesia 

Indonesia’s External Debt Growth 

Slowed  

16-Nov-2018   
Indonesia's external debt growth slowed at 
the end of Q3/2018. The position of 
Indonesia's external debt at the end of 
Q3/2018 was USD359.8 billion, consisting of 

government and central bank debt of 
USD179.2 billion, and private including state-
owned enterprises debt amounting to 

USD180.6 billion. Indonesia's external debt at 
the end of Q3/2018 grew 4.2% (yoy), slower 
than the previous quarter's growth of 5.7% 
(yoy). The slowdown in the external debt growth 
was resulted from sluggish government external 

debt growth, amid growing private external debt 
growth.  
Government external debt slowed in Q3/2018. 
The position of government external debt at the 
end of Q3/2018 was USD176.1 billion or grew 

2.2% (yoy), moderating from 6.1% (yoy) in the 

previous quarter. Besides the slowing growth, 

the Government's external debt position was 
also lower than the position at the end of 
Q2/2018 due to the decline in the outstanding 
of Government Securities (SBN) held by 

foreign investors. This was also influenced by 
the domestic SBN market condition affected by 
high global uncertainty.  

Private external debt in Q3/2018 increased. The 
position of private external debt at the end of 
Q3/2018 grew 6.7% (yoy), up from the previous 
quarter growth of 5.8% (yoy). The private 
external debt was mainly incurred by the 
financial and insurance services sector, 
manufacturing sector, electricity, gas, and water 

supply sector, as well as the mining sector. The 

share of the four sector external debt to the 
total private external debt reached 72.7%, a 
slight increase on the previous quarter share.  
The development of Indonesia's external debt 
remains manageable with a healthy structure. 
This is reflected in, among others, the ratio of 
Indonesia's external debt to Gross Domestic 
Product (GDP) at the end of Q3/2018 which 

was stable at around 34%. The ratio is still 
better than the peers' average. In addition, the 
structure of Indonesia's external debt remained 
dominated by long-term external debt 
amounting to 86.8% of the total external debt. 
Bank Indonesia and the Government continue to 
coordinate to monitor the development of 

external debt and optimize its role in supporting 
development financing, without creating risks 
that can affect economic stability.  
The complete data on the latest Indonesian 
external debt and its metadata can be obtained 
from the publication of the Indonesian Foreign 

Debt Statistics (SULNI) November 2018 edition 
on the Bank Indonesia website. This publication 
can also be accessed through the Ministry of 
Finance website.  
 
(C) Copyright 2018 - Bank Indonesia 
 
 

Lebanon 

Lebanon approves extra-budgetary fuel 

spending to avert blackouts  

12-Nov-2018  
BEIRUT, Nov 12 (Reuters) - Lebanon's 

parliament on Monday approved over $400 
million in extra-budgetary spending on power 
station fuel, avoiding a new electricity supply 
crisis but adding to a gaping budget deficit. 

With no sign of a final deal to form a national 
unity government led by Prime Minister-
designate Saad al-Hariri six months after 

elections, parliament began a two-day legislative 

session on Monday to process urgent laws. 
Last week Algerian oil company Sonatrach 
agreed to unload fuel needed to avoid more 
power cuts on the promise that parliament 
would meet this week and authorise payment 

from the finance ministry.  

mailto:Publicdebtnet.dt@tesoro.it
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Finance Minister Hassan Ali Khalil had said he 
was unwilling to implement extra-budgetary 

spending without parliamentary approval. 
Lebanon has the world's third largest public 
debt as a proportion of the economy and 
stagnant growth. It is in dire need of a 
government able to make economic reforms - 
including to the power sector - that are seen 
as more pressing than ever.  

Khalil said subsidised state power provider 
Electricite du Liban (EDL) needed an extra 642 
billion Lebanese pounds ($430 million) above 

the 2,100 billion ($1.4 billion) allocated in the 
2018 budget to cover fuel needs for the rest of 
the year. 
Lebanon has suffered chronic daily power 
shortages of between three and 18 hours since 
the end of the civil war in 1990. Those that can 

afford to, pay for costly and polluting private 
sector generators to fill the supply gaps. 
An EDL source on Monday said the fuel had been 
unloaded.  
Before the deal with Sonatach was reached, EDL 
had begun reducing power production and had 
said it would have to gradually shut down power 

plants if a payment solution was not found.  
The number one task facing a new Lebanese 
government is to reduce the twin budget and 
current account deficits and tackle the country's 
rising debt, which the World Bank estimates will 
be around 155 percent of GDP by end-2018.  
The first step on this path should be reforming 

the electricity sector, the World Bank says, 
describing EDL subsidies as a "staggering 
burden" on national finances. 
Last year the government spent $1.3 billion on 
EDL - 13 percent of primary expenditure. 
At a meeting of international donors in April in 

Paris, where more than $11 billion of investment 
was pledged in return for reforms, Hariri 
promised to reduce the budget deficit as a 
percentage of GDP by five percent over five 
years. 
 
(Reporting by Lisa Barrington, Editing by William 
Maclean) 
(( lisa.barrington@thomsonreuters.com ; +961)(0)( 
1954456; )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Bank deposits up 4 pct on year  

15-Nov-2018  
BEIRUT, Nov 15 (Reuters) - Bank deposits in 

Lebanon have risen by 4 percent on the year, 
Central Bank Governor Riad Salameh said on 

Thursday, and he maintained his economic 
growth outlook for 2018 at 2 percent.  

In July Salameh had said he expected bank 
deposits to grow by more than 5 percent in 
2018. 
In October the World Bank and the International 

Monetary Fund (IMF) halved their growth 
outlook to one percent for Lebanon, where 

public debt is about 150 percent of gross 
domestic product.  
"Lebanese banks have succeeded in maintaining 

foreign exchange inflows into their sector 

supported by (the central bank)," Salmeh said in 

a televised speech at a Beirut economic 
conference.  
With growth low and traditional sources of 
foreign exchange - tourism, real estate and 
foreign investment - undermined by years of 
regional tension, Lebanon increasingly relies on 

dollars expatriate Lebanese deposit in local 
banks. 
The banks buy government debt, which 
finances the country's eye-watering public 
debt and twin deficits.  

The central bank also brings in dollars through 
complex financial operations with local banks to 
boost foreign currency reserves needed to 

defend the Lebanese pound's peg to the dollar.  

However, deposits have been growing at a 
slower rate since war broke out in neighbouring 
Syria in 2011, and deposit growth rates are 
closely watched.  
 
(Reporting By Angus McDowall and Tom Perry, Writing 
by Lisa Barrington, Editing by Gareth Jones, William 
Maclean) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Malaysia 

Malaysian Bonds Still Attractive  

12-Nov-2018  
KUALA LUMPUR: Foreign appetite for 

Malaysian bonds surged to a 13-month high 
last month despite the recent rise in the 
United States Treasury yield. 

Foreign holdings in ringgit-denominated debt 
securities rebounded 4.2 per cent month-on-
month last month, rising RM7.8 billion to 

RM192.3 billion, said Kenanga Research. 
This reversed the 1.6 per cent contraction 
month-on-month in September, it said 
yesterday. 

Consequently, the total foreign holdings of 
Malaysia's debt jumped to 14 per cent from 13.4 

per cent in the preceding month. 
"Despite the recent rise in the US Treasury 
yield fuelled by the expectations of a more 
aggressive US Fed (Federal Reserve) rate hike 
as labour market tightens, Malaysian 
securities are still attractive to foreigners," 
said Kenanga Research. 

It said the US economy added 250,000 jobs last 
month and the unemployment rate remained at 
a 49-year low of 3.7 per cent, demonstrating a 

solid economic growth that continued to push 
demand for US Treasury notes. 
As a result, the 10-year Treasury note average 

yield rose 16 basis points (bps) to 3.17 per cent 
last month (September: +14 bps), while the 
benchmark 10-year MGS average yield inched 

up by four bps to 4.14 per cent (September: +7 
bps). 

mailto:Publicdebtnet.dt@tesoro.it
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Consequently, the MGS-US Treasury average 

yield spread narrowed to 98 bps from 109 bps in 

September, Kenanga Research added. 
It said foreign holdings of Malaysia's private 
sukuk increased sharply by 12.7 per cent to 
RM7.7 billion last month after falling for three 
consecutive months. 
Similarly, Kenanga Research said MGS had 

rebounded by 3.2 per cent to RM153 billion 
(September: -3.6 per cent), while foreign 
holdings of Bank Negara Bills surged 25 per cent 
to RM5 billion (September: -20 per cent). 
Year-to-date, net total foreign holdings 
dropped by RM14.4 billion, with RM11.1 
billion debt maturity in the fourth quarter of 
this year compared with RM6.4 billion in the 

third quarter of this year. 

Kenanga Research said the ringgit was expected 
to be under pressure by year-end, but higher oil 
price, which was trading above US$70 
(RM292.45) per barrel, positive current account 
balance and ample liquidity might continue to 
support the currency. 

It revised its ringgit end-of-year forecast to 
RM4.15 against the US dollar from RM4.05 
earlier due to uncertainty in the global economy 
and the prospect of a stronger greenback. 
For the past week, the ringgit traded within the 
4.16-4.18 range, said Kenanga Research. 
 
Copyright (c) 2018 The New Straits Times Press 
(Malaysia) Berhad 
 
 

Sri Lanka 

Sri Lanka unexpectedly raises rates to 

support currency as political crisis 

deepens  

14-Nov-2018  
•Central bank raises lending rate by 50 bps, 
deposit rate by 75 bps  
•Economic growth to be subdued, less than 

envisaged – central bank  
•Foreigners sell stocks, govt bonds amid 
political uncertainty  
•Sri Lankan rupee hits fresh record low after 
policy tightening 

By Shihar Aneez and Ranga Sirilal 
COLOMBO, Nov 14 (Reuters) - Sri Lanka's 

central bank unexpectedly raised its key 
policy rates on Wednesday, a move aimed at 
defending a faltering rupee currency as 

foreign capital outflows pick up amid an 
escalating political crisis and rising U.S. 
interest rates. 

Immediately after the tightening, however, the 
rupee dropped to a fresh record low of 176.30 
against the dollar, underscoring growing 
pressure on the economy from political turmoil, 
which deepened as Sri Lanka's parliament 

passed a no-confidence motion against newly 
appointed Prime Minister Mahinda Rajapaksa. 
The central bank raised standing lending facility 
rate (SLFR) by 50 basis points to 9.00 percent, 
its highest since 2013, and increased the 

standing deposit facility rate (SDFR) by 75 basis 

points to 8.00 percent, its peak since 2009. 

The monetary authority also cut the Statutory 
Reserve Ratio (SRR) by 150 basis points to 6 
percent, to cushion the impact of higher interest 
rates and to boost credit demand. 
"The reduction in SRR is expected to release a 
substantial amount of rupee liquidity to the 

banking system, thus reducing the cost of funds 
of banks," the central bank said in a statement. 
The country was thrown into crisis last month 
when President Maithripala Sirisena fired Prime 
Minister Ranil Wickremesinghe. Rajapaksa, a 
pro-China strongman, was appointed as prime 

minister, but Sirisena dissolved parliament. 
The Supreme Court on Tuesday stayed the 
presidential decree to dissolve parliament and 

hold fresh elections, and the house sat again on 
Wednesday. 
The political uncertainty has worsened a rout 
in the rupee, which had already been 
pressured by a broader sell-off across several 

emerging market currencies.  
The rupee has now lost more than 14 percent 
of its value versus the dollar this year. 
Despite the rupee's fall, analysts polled by 
Reuters had expected the central bank to 
leave the rates unchanged.  

Sri Lanka's key rates had been kept steady since 
a surprise cut in April. 
"Hikes to the main policy rates were likely to 
have been driven by concerns about weakness in 

the currency," Capital Economics analysts said in 
an note, adding: "Policy over the months ahead 
will depend on the political situation". 
Analysts said the market was confused over the 
government in power as Rajapaksa did not step 
down and his allies did not accept the 

parliament's decision on the no-confidence 
motion.  
FOREIGNERS EXIT, GROWTH SUBDUED 

Since Wickremesinghe was abruptly fired on Oct. 
26, Sri Lankan stocks have suffered net foreign 
outflows to the tune of 7.7 billion rupees ($43.8 
million), while its government securities saw net 

foreign selling worth 21 billion rupees.  
The stock index dropped nearly 1 percent in 

early trading on Wednesday. 
Higher borrowing rates could hit the $87 
billion economy's growth, which cooled to a 
16-year low of 3.3 percent last year due to 
tight monetary and fiscal conditions, droughts 
and floods. 

"The adjustment to the SRR underlines the 

central bank's nervousness about tightening 
policy in the face of weak growth," Capital 
Economics analysts said. 
The country's economic growth is likely to 
remain subdued and below the envisaged levels 
in 2018, the central bank said, warning that 
short term monetary and fiscal stimulus is 

unsustainable and leads to overheating of the 

economy. 
The central bank also said headline inflation is 
expected to stay within the targeted range of 4 
to 6 percent next year.  
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($1 = 175.9000 Sri Lankan rupees) 
(Reporting by Shihar Aneez and Ranga Sirilal; Editing 
by Amrutha Gayathri) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 

shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

United Arab Emirates 

Sharjah wins award for Panda Bond - 

Islamic Finance Monitor Worldwide  

10-Nov-2018  
The Government of Sharjah won the 
'Sovereign Debt Finance Deal of the Year' 
award at the Bonds, Loans & Sukuk Awards 
Middle East, for the successful issuance of a 
$316 million Panda Bond. 

The award was presented by the leading 

international media organisation, GFC Media 
Group. The award recognises that the issuance, 
completed in February 2018, represented the 
culmination of a lengthy and unfamiliar, and 
ultimately obtained an excellent financial result. 
The move aimed at raising the emirate's profile 
among Chinese investors. 
Abdellatif Mohamed, director of Debt 
Management Office at the Sharjah Finance 
Department received the award at a recent 
ceremony. 

Commenting on the award, Waleed Al Sayegh, 
director general of Sharjah Finance Department, 
said: "We are honoured to receive this 
recognition of our successful issuance of RMB2 

billion Panda Bond in February 2018, the first 
such deal in the Middle East. The award reflects 
the professionalism, commitment and industry 
knowledge of our entire team. The award is an 
opportunity to raise the profile of the Middle 
East's financial markets with the international 
investment community, and to inspire future 

issuance by Middle Eastern entities." 
Sharjah Finance Department raised $316 million, 
in China's Panda bond market with a coupon 

rate of 5.8 per cent in February 2018 and 
maturity in February 2021. The lead 
bookrunners for the bond were Bank of China, 
with ICBC as joint bookrunner and HSBC, and 

Standard Chartered Bank acting as joint lead 
underwriters. 
The Bonds, Loans & Sukuk Awards Middle East 
by GFC Media Group recognises excellence and 
outstanding achievement among issuers, 
borrowers and market professionals for their 

work on landmark transactions. 
 
© 2018 Global Data Point. All Rights Reserved. 
Provided by SyndiGate Media Inc. ( Syndigate.info ). 
Copyright (c) 2018 SyndiGate. All Rights Reserved. 
 

EUROPE 

 

Albania 

Albania sells 2 bln leks (16 mln euro) 

of 5-yr T-notes  

14-Nov-2018  
TIRANA (Albania), November 14 (SeeNews) – 
Albania's finance ministry said it has raised 
2.0 billion leks ($18 million/16 million euro) 
from the sale of five-year fixed-rate Treasury 
notes. 

The coupon rate on the issue stood at 5.3%, the 
same as in the last auction of five-year fixed-
rate T-notes held in October, according to 

figures published on the website of the finance 
ministry late on Tuesday. 

 
(1 euro = 123.973 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Croatia 

Croatia to offer 1.5 bln kuna (202 mln 

euro) of one-year T-bills on November 

20   

15-Nov-2018  

ZAGREB (Croatia), November 15 (SeeNews) - 
Croatia's finance ministry said it will offer 
one-year Treasury bills worth 1.5 billion kuna 
($228 million/202 million euro) at an auction 
on November 20. 

The government securities issue will mature on 
November 21, 2019, according to a tender 
notice posted on the website of the finance 
ministry. 

At the last auction of one-year kuna 
denominated Treasury bills held on October 23, 
the finance ministry raised 630 million kuna, at 
a yield of 0.09% 
 
(1 euro = 7.4291 kuna) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Estonia 

At the end of September, the 

Stabilization Reserve was 412 million 

euros  

12-Nov-2018  
At the end of September, the assets of the 
Stabilization Reserve amounted to EUR 412 
million at market value. This year, the 
Stabilization Reserve raised 1.1 million euros. 
At today's session, the government received 
an overview of the assets of the stabilization 
reserve. 

Approximately two thirds (65 percent) of reserve 
funds are placed in government bonds with very 
low credit risk and the remaining third (35 
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percent) in bank bonds and deposits. 

Belgian government bonds (18.7 per cent of the 

reserve), French government bonds (18.2 per 
cent of the reserve) and Dutch government 
bonds (10.2 per cent of the reserve volume). 
The bonds account for the majority of the 
reserves, ie 97%, deposits are 3%. 
The purpose of placing the assets of the 

Stabilization Reserve is, in particular, to 
preserve the value of the property, so that the 
funds of the stabilization reserve are not 
placed in risky assets. Secondly, the reserve 
must be able to be quickly deployed as 
needed. Earning income is still third in the 
objectives of reserving assets. 

The profitability of the reserve is affected by the 
negative interest rate environment. The 
Treasury's investment rules for eligible euro area 

government bond yields are negative for up to 
four years, as well as negative short-term 
interest rates on euro area banks' deposits and 
bonds, as a rule. 
The Stabilization Reserve was set up in 1997 at 
EUR 44.8 million. In 2009, EUR 224 million was 
taken from the reserve to reduce the risks of the 

global economic crisis. 
The reserve can only be used by law, with the 
permission of the Riigikogu, to reduce overall 
economic risks, to resolve crises in emergency 
situations, state of emergency, state of war or 
other extraordinary situations. Similarly, the 

reserve may use liquidity or solvency difficulties 

for financial institutions or in the payment and 
settlement systems to resolve or prevent 
financial crises that could lead to significant 
failures. 
 
Copyright (c) 2018 Euclid Infotech Pvt Ltd. 
 
 

Hungary 

Hungary "hopes" to receive EUR 2.2 

bln worth of EU funds by end-2018  

15-Nov-2018  

BUDAPEST, Nov 15 (Reuters) - Hungary's 

government hopes to receive nearly 700 
billion forints (2.17 billion euros) worth of 
additional European Union development funds 
by the end of the year, Finance Minister 
Mihaly Varga told local news website atv.hu in 
an interview. 

"I hope that by the end of the year nearly 700 

billion (forints) will flow into the budget," Varga 
was quoted as saying in the interview published 
on Thursday. 
Higher spending on pre-financing EU-backed 
projects pushed Hungary's budget deficit above 
the full-year target in the first ten months, as 

reimbursements fell well short of expenditures 

due to a dispute with EU authorities over alleged 
irregularities. 
 
(1 euro = 322.5440 forints) 
(Reporting by Gergely Szakacs and Sandor Peto) 
(( gergely.szakacs@reuters.com Twitter: 

https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

IMF says Romania risks missing its 

fiscal deficit goal  

12-Nov-2018  
By Radu-Sorin Marinas 
BUCHAREST, Nov 12 (Reuters) - Romania risks 

missing its budget deficit goal this year, the 
International Monetary Fund warned on 
Monday, recommending the country reassess 
wage and pension hike plans. 

The Social Democrat-led government, which has 

not had an agreement with the Fund since 2015, 
targets a consolidated fiscal gap of just below 
3.0 percent of gross domestic product - the 
European Union's maximum allowed threshold. 
Consumption-friendly pension and salary 
increases by the leftists drove inflation in the 

import-reliant EU member to multi-year highs of 
around 5 percent this year and the budget gap 
expanded to 1.8 percent of GDP at the end of 
September. 
Economists polled by Reuters foresee a 3.2 
percent shortfall in 2018, and last week the 
government unveiled a plan to hike the 

minimum monthly wage to 2,080 lei ($503) from 
1,900. 
"Increases in public wage and planned 
changes to pension benefits should be 
reassessed for their negative implications for 
fiscal sustainability and long-term growth," 
IMF mission chief Jaewoo Lee said after a 
one-week visit to Bucharest. 

Last month, the government approved a plan to 

more than double state pensions over the next 
four years for Romania's 5.2 million retirees, a 
move that critics said would put heavy strain on 
public finances in the long run. 
"Despite several years of strong economic 
growth, the budget deficit has gone up rather 

than down, as it should during good times, and 

the 2018 target remains at risk without further 
measures," Lee warned. 
The official, who welcomed "initiatives to 
improve public spending efficiency—expenditure 
reviews and a centralized procurement," said 
next year's budget and the medium-term fiscal 

framework need to target smaller deficits in line 
with EU commitments and keep the ratio of 
public debt to GDP on a downward trend. 
In the aftermath of the world financial crisis, in 
2009, Romania had to resort to a bailout deal 
when the IMF, the European Commission and 
the World Bank moved to rescue the eastern 

European country. 
Romania has managed to shrink its budget 
and current account deficits under a series of 
IMF-led aid deals in 2009-2015. It has not 
sought an IMF deal in subsequent years. 
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($1 = 4.1367 lei) 
(Editing by William Maclean) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5263; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 

 
 

Romania's end-September foreign debt 

rises  

13-Nov-2018  
BUCHAREST (Romania), November 13 

(SeeNews) - Romania's foreign debt rose to 
97.9 billion euro ($110 billion) at the end of 
September from 97.361 billion euro at end-

2017, the central bank, BNR, said on Tuesday. 
The end-September figure includes 68 billion 

euro in long-term foreign debt, down from 68.52 

billion euro at the end of 2017, BNR said in a 
balance of payments report for September, 
citing provisional data. 
Long-term external debt service ratio fell to 
20.8% at end-September, compared to 25% at 
the end of 2017. 
Goods and services import cover stood at 4.7 

months at end-September, from 5.4 months at 
end-2017. 
The ratio of the BNR’s foreign exchange reserves 
to short-term external debt by remaining 
maturity came in at 72.6% at end-September, 
against 79% at end-2017. 
 
($= 0.8899 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Romania sells 644 mln lei (138 mln 

euro) of 2023 T-notes, yield falls  

15-Nov-2018  

BUCHAREST (Romania), November 15 

(SeeNews) - Romania on Thursday sold 644 
million lei ($156 million/138 million euro) of 
Treasury notes due on June 28 2023, in line 
with target, central bank data showed. 

The average accepted yield fell to 4.52% from 
4.75% achieved at the last auction of 

government securities of the same issue held in 

October, the data indicated. 
Demand for the T-notes, which carry an annual 
coupon of 4.25%, rose to 1.35 billion lei from 
854.8 million lei at the auction in October. 
The issue will be reopened on Friday, when the 
finance ministry hopes to raise 90 million lei in a 
non-competitive tender. 
Romania's finance ministry plans to auction 
4.7 billion lei worth of government securities 
in November, including 540 million lei in non-
competitive offers. 

Since the beginning of 2018, the finance 
ministry has sold roughly 36.5 billion lei and 361 
million euro of domestic debt this year. It has 

also raised 3.75 billion euro on international 

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

(1 euro=4.6635 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Nonresidents share in Russian federal 

loan bonds may drop to 21% if 

sovereign debt is hit by sanctions  

14-Nov-2018  
Nonresident’s share in Russian federal loan 
bonds may drop to 21% if sovereign debt is 
hit by sanctions - Citibank 

MOSCOW, November 14. /TASS/. The share of 

nonresidents holding Russian federal loan 

(OFZ) bonds may decline to 21% by 2019 
year-end if sanctions are introduced against 
new issues of such securities, Citibank’s chief 
economist for Russia and CIS Ivan Chakarov 
told reporters on Wednesday. 

"In case sanctions are in place against the new 
sovereign debt and the Finance Ministry floats 
only a half of the figure planned for 2019 - 1.2 
trillion rubles ($17.9 bln) (gross borrowings), 

then the share of nonresidents will decline to 
21% by 2019 year-end. This is because nobody 
will buy them, except residents," the expert 
said. 
Current OFZ prices already cater for potential 
sanctions, Chakarov said. If sanctions are in 

place and the Finance Ministry offers the whole 

stated volume (2.4 trillion rubles ($35.7 bln)), 
then the yield of 10-year bonds will reach 9.7-
9.8% per annum or 9% if a half of such volume 
is floated. "However, we are potential 
sanctions," the expert noted. 
Nonresidents continue lowering their 
investments into Russian federal loan (OFZ) 

bonds and their share declined to 25.8% in 
September, the Bank of Russia said earlier. 
This is the lowest figure from November 2016, 
when the share of nonresidents in OFZ bonds 
was 25.6% 
Foreign bondholders started selling Russian 
bonds after the US introduced new sanctions 

against Russia in April. The share of 

nonresidents holding OFZ bonds declined from 
the all-time high 34.5% as of April 1, according 
to the Central Bank.  
 
Copyright (c) 2018 Itar-Tass 
 
 

Russian Eurobonds hold steady on 

Tuesday thanks to inflow from OFZ 

market  

13-Nov-2018  

MOSCOW. Nov 13 (Interfax) - Prices for the 

majority of Russian Eurobonds were relatively 
stable on Tuesday thanks to an inflow of 
funds from the ruble-denominated sovereign 
debt (OFZ) market. US Treasuries benefited 
from global investor demand for "safe harbor" 
assets, which resulted in wider sovereign 
spreads. 
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Russia's 2030 bonds declined 3 basis points from 

previous closing as of 6:15 p.m. Moscow time to 

108.53% yielding 4.71% per annum, 1 bp 
higher. Four-year US Treasuries were up 10 bps 
from previous closing at 97.3%, with yield down 
3 bps to 2.95%. Spread between Russia-30 and 
three-year US Treasuries widened 4 bps to 176 
bps. 

Russia's 2043 bond was up 6 bps at 103.31% 
yielding 5.625%, down 0.5 bps; the 2042 bond 
up 10 bps to 100.25%, yielding 5.605%, down 1 
bp; the 2026 bond was down 2 bps at 97.61% 
with yield up 0.5 bps to 5.14%; and the 2023 
bond was down 10 bps in price to 101.4% 

yielding 4.55%, up 2.5 bps. 
The new 2047 bond was up 7 bps to 90.38% 
with yield down 0.5 bps at 5.955% and the new 

10-year bond maturing in 2027 was up 8 bps at 
93.72%, with yield down 1 bp at 5.16%. 
 
Copyright © 2018 Interfax. All rights reserved. 
 
 

Rouble rebounds from multi-week 

lows, gov't bond yields fall  

15-Nov-2018  
MOSCOW, Nov 15 (Reuters) - The Russian 

rouble firmed in early trade on Thursday and 
government bond prices rallied as oil prices 
rose and fears of more imminent U.S. 
sanctions faded. 
Having posted its biggest one-day gain in 
three months on Wednesday, the rouble was 
up 0.6 percent to 66.62 against the dollar as 
of 0715 GMT.  

After sliding to this month's lows of 68.28 versus 
the dollar this week, the rouble regained ground 

on media reports that the United States might 
not have enough time to impose fresh sanctions 
against Moscow by the end of this year. 
This boosted demand for Russian treasury 
bonds, known as OFZs, and let the finance 
ministry sell all OFZ bonds on offer at weekly 
auctions on Wednesday. 
Yields on 10-year OFZs bonds, which move 
inversely with their prices, slumped to 8.69 
percent from levels of above 9 percent a day 
before. 

Demand for the bonds is seen as a gauge of 
market sentiment, given lingering uncertainty 
about whether Washington would impose 
sanctions on holdings of Russian state debt. 

Month-end local taxes, which usually prompt 
export-focused companies to convert dollars to 
pay taxes at home, together with higher oil 
prices also supported the rouble. 
Brent crude oil, the global benchmark for 
Russia's main export, was up 0.1 percent at 
$66.17 a barrel. This week it fell to $64.16, its 

lowest level since March. 
Versus the euro, the rouble was 0.6 percent 

stronger at 75.54.  
 
(Reporting by Andrey Ostroukh; editing by Jason 
Neely) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Slovenia 

Slovenian central bank sees no major 

economic slowdown in EU  

15-Nov-2018  
By Marja Novak 
BRDO PRI KRANJU, Slovenia, Nov 15 (Reuters) - 
Slovenia's central bank currently sees no 
significant economic slowdown in the 
European Union, deputy governor Primoz 
Dolenc told Reuters on Thursday.  

"For now it does not seem that the slowdown 

would be significant ... its effect is relatively low 

and we do not expect it will have a significant 
impact on the (ECB) monetary policy," Dolenc 
said on the sidelines of a banking conference.  
He said in a speech there was international 
uncertainty regarding Italian debt, 
protectionism and the policies of U.S. 
President Donald Trump.  

"We have significant uncertainties in the 
international environment ... while banks are 
also facing challenges of technological changes, 
low interest rates and increased competition," 
Dolenc said. 
Slovenian banks had "excellent liquidity" at 
present, he said, but pointed out that their 

profits in the past years were largely based on 

one-off events, namely a reduction of provisions 
for bad loans. Dolenc urged the banks to find 
ways to ensure profitability in the future. 
Slovenia narrowly avoided an international 
bailout for its banks in 2013. They have reduced 
bad loans to 4.6 percent of all loans at the end 

of August, from about a fifth of all loans in 2013. 
 
(Reporting by Marja Novak; Editing by Andrew Roche) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey 

Turkish October budget deficit 5.4 bln 

lira  

15-Nov-2018  
ANKARA, Nov 15 (Reuters) - The Turkish 

budget showed a deficit of 5.4 billion lira 
($994 million) in October, data from the 
Finance Ministry showed on Thursday. 

The October budget showed a primary deficit, 
which excludes interest payments, of 1.2 billion 
lira. In the first 10 months of the year, the 
budget deficit stood at 62.1 billion lira, the data 

showed. 

 
($1 = 5.4301 liras) 
(Reporting by Nevzat Devranoglu; Writing by Tuvan 
Gumrukcu) 
(( tuvan.gumrukcu@tr.com ; +90 312 292 7021; 
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@tuvangumrukcu; Reuters Messaging: 
tuvan.gumrukcu.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine 

Russia appeals UK court ruling on $3 

bln Ukrainian eurobond  

14-Nov-2018  
MOSCOW, Nov 14 (Reuters) - Moscow has 

appealed a British ruling on the $3 billion 
Russia lent to Ukraine in 2013 by purchasing 
its eurobond, Russia's Finance Ministry said 
on Wednesday. 

The ministry said that the UK Supreme Court will 

review the appeal no earlier than in June 2019. 

In September Britain's court of appeal ruled that 
Ukraine had a justiciable defence in a $3 billion 
eurobond case that was originally brought by 
Russia and said the case should be allowed to go 
to full trial. 
 
(Reporting by Daria Korsunskaya. Writing by Andrey 
Kuzmin) 
(( andrey.kuzmin@thomsonreuters.com ; 
+74957751242; Reuters Messaging: 
andrey.kuzmin.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine PM upbeat on IMF loan in 

December after budget passes  

15-Nov-2018  

By Matthias Williams and Natalia Zinets 
KIEV, Nov 15 (Reuters) - Ukrainian Prime 

Minister Volodymyr Groysman expects to get 
new loans from the International Monetary 
Fund as early as December once parliament 
passes a budget of stability that refrains from 
making pre-election populist moves, he said 
on Thursday. 

Securing IMF assistance will also unlock loans 

from the World Bank and the European Union, 
while Groysman also said Ukraine was in 
negotiation with Washington for a new loan 

guarantee for sovereign debt.  
Groysman negotiated a new deal with the IMF 
last month aimed at keeping finances on an 

even keel during a choppy election period next 
year. The new loans are contingent on him 
steering an IMF-compliant budget through 
parliament.  
"This budget is a budget of stability and 
continuation of reforms," Groysman said in an 
interview with Reuters. "This is fully 
consistent with our IMF programme." 

"Yes. We are counting on a tranche in 

December," he added, when asked about when 
IMF loans were expected, though he did not 
elaborate on the possible size of the loan. 

Ukraine's government approved a draft budget 
in September but it will typically undergo a slew 
of amendments before parliament finally 

approves it.  
Groysman said a proposal to change how 

companies are taxed -- on withdrawn capital 

rather than profits -- had been dropped from the 

budget because of the IMF's concerns.  
He also said he would not bow to opposition 
parties' demands to reverse a recent increase in 
household gas tariffs, a step which his 
government reluctantly took in order to qualify 
for more IMF assistance.  

"Populism led to the weakness of Ukraine," he 
said. "This should not be allowed." 
The IMF and Kiev's foreign allies came to 
Ukraine's rescue after it plunged into turmoil 
following Russia's annexation of Crimea in 
2014 and support for separatist rebels 
occupying the eastern industrial Donbass 
region. 

The United States has also sold coal to plug a 

domestic shortage caused by rebels taking 
control of mines in the east. U.S. Energy 
Secretary Rick Perry visited Ukraine this week.  
In response to a question on whether Ukraine 
would continue to buy coal from the United 
States and potentially also liquefied natural gas 
(LNG), Groysman said:  

"Liquefied gas is very interesting for Ukraine. We 
talked about the whole spectrum of our 
cooperation in the energy sector," he said, 
adding: "As for coal, we will buy it from our 
international partners until we cover the 
domestic deficit." 

Washington has also previously issued loan 
guarantees for Ukrainian debt. Groysman said 

another such guarantee was "under discussion."  
 
(Editing by Richard Balmforth) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentine recession seen bottoming 

out in 1st quarter  

11-Nov-2018  
By Hugh Bronstein 
BUENOS AIRES, Nov 10 (Reuters) - Argentina's 

shrinking economy will bottom out in the first 
three months of next year and start to recover 
in the second quarter, an International 

Monetary Fund official said on Saturday. 

The fund last month upped the size of its 
standby financing deal with Argentina to $56.3 
billion after negotiating tougher fiscal measures 
that have already dented the popularity of 
President Mauricio Macri ahead of his 2019 re-
election bid. 
"The bottom of the recession, the floor, will be 

hit the first quarter of 2019, and in the second 
quarter we are going to see a recuperation," 
IMF mission chief for Argentina Roberto 
Cardarelli told reporters at a press briefing in 
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Buenos Aires. 
The revamped IMF agreement calls on the Macri 

government to deepen spending cuts and raise 

taxes to bring the primary fiscal deficit, 
projected at 2.7 percent of gross domestic 
product in 2018, to zero next year. 
Cutting the deficit during a presidential election 
year is almost unheard of in Argentina, where 

wide swaths of the population have come to rely 
on welfare programs and subsidies that helped 
the country recover from a 2002 economic crisis 
that tossed millions of middle-class Argentines 
into poverty.  
Government spending reductions are being 
made all the more painful by a recession that 
began earlier this year after a drought 

wrecked the country's main cash crop, 
soybeans.  
The fund expects Latin America's third biggest 
economy to contract by 2.8 percent this year 
and by 1.7 percent in 2019. 

"Average growth for the year will be negative, 
particularly because the end of this year will be 
negative. There will be a 'carry over' effect," 
Cardarelli said.  

Analysts forecast 2018 inflation at about 47.5 
percent and the peso has lost about half its 
value this year. 
"Current fiscal and monetary policy is a policy of 
stabilization. Macro-economic stabilization has a 
cost. We believe this cost will be paid over the 
short term, and that the recession will not last 

long," Cardarelli said. "It should last two or three 
quarters and in the second quarter of next year 
we should see a recuperation of economic 
activity." 
The run on the peso was sparked in April by 
doubts about the central bank's ability to roll 

over its short-term debt. 
Investors dumped Argentine paper in favor of 
safe-haven U.S. dollar assets bolstered by the 
Federal Reserve, which has hiked interest rates 
three times this year and is widely expected to 
do so again in December. 
 
(Reporting by Hugh Bronstein; Editing by Richard 
Chang) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

S&P Says Argentina Long-Term Ratings 

Lowered To 'B'; Outlook Is Stable  

13-Nov-2018  
Nov 12 (Reuters) - S&P Global Ratings: 
S&P lowers Argentina’s sovereign credit 
rating to b from b+; revises outlook to stable 
from credit watch negative. 

S&P says Argentina long-term ratings lowered to 
'b'; outlook is stable. 

S&P says lowered Argentina's national scale 

ratings to 'RAA-' from 'RAAA'. 
S&P says Argentina's long-term ratings 
downgrade reflects an erosion of Argentina's 
economic growth trajectory, inflation dynamics, 

and debt profile. 
S&P says Argentina's stable outlook based on 
expectation government will implement fiscal, 
monetary, other measures to stabilize 
economy over next 18 months. 

S&P says ratings on Argentina reflect its weak 
fiscal and external profiles, limited monetary 
flexibility, and growing debt burden. 
S&P says political polarization, institutional 

weaknesses constrain effectiveness of 
Argentina's institutions of governance. 
S&P says ratings on Argentina also reflect a 
deteriorated economic risk profile and S&S's 
assessment of weak institutional & governance 
effectiveness. 
S&P says Argentina's recent economic crisis has 

lowered political approval level of administration 

of president Macri, raising risks for economic 
policy implementation. 
S&P says Argentina's long-term growth 
performance is worse than that of other 
countries at a similar level of wealth and 
development. 

S&P says Argentina's recovery in agriculture 
could boost output, exports in q2 2019, limiting 
overall contraction in economy driven by weak 
domestic demand. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

IMF views Argentine Senate's budget 

vote as positive step   

15-Nov-2018  
WASHINGTON, Nov 15 (Reuters) - The 

International Monetary Fund views the 
Argentine government's passage of a 2019 
budget as "very positive," a spokesman for 
the international lender said on Thursday. 

A vote by Argentina's Senate earlier in the day 
locked in unpopular spending cuts and tax 
increases included in the country's financing deal 
with the IMF. 
"This is a very positive step," IMF spokesman 

Gerry Rice said at a news conference, noting the 

approval showed the measures had broad 
political support in the South American country. 
Rice said he expected IMF Managing Director 
Christine Lagarde to meet with Argentine 
President Mauricio Macri in Buenos Aires later 

this month at a gathering of leaders of the 
Group of 20 industrial nations. Lagarde will be 
attending those meetings, Rice said. 
The IMF last month increased the size of a 
standby financing agreement for Argentina to 
$56.3 billion in a deal that toughens fiscal 
measures. The budget aims to cut the primary 
fiscal deficit, projected at 2.7 percent of gross 
domestic product in 2018, to zero next year. 

 
(Reporting by Jason Lange; Editing by Bernadette 
Baum) 
(( jason.lange@thomsonreuters.com ; +1 202 310 
5487; Twitter https://twitter.com/langejason; Reuters 
Messaging: 
jason.lange.thomsonreuters.com@reuters.net )) 
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(c) Copyright Thomson Reuters 2018. 
 
 

Brazil 

Brazil's Bolsonaro says "bitter" 

measures needed to avoid fiscal crisis  

14-Nov-2018  
BRASILIA, Nov 14 (Reuters) - Brazil's right-

wing President-elect Jair Bolsonaro urged 
state governors on Wednesday to back the 
approval of reforms his team is preparing, 
saying some "bitter" austerity measures are 
needed to avoid a fiscal crisis such as the one 
Greece went through. 

Bolsonaro, who takes office Jan. 1, said he is 

about to name his future environment minister, 
an area where he has been criticized for 
planning to ease controls. He said he is all for 
environmental conservation, but not the way it 
has been done until now, without giving details. 
 
(Reporting by Anthony Boadle 
Editing by Chizu Nomiyama) 
(( anthony.boadle@tr.com +55 61 98204-1110; 
https://twitter.com/anthonyboadle; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Colombia 

Fitch Affirms Colombia At 'BBB'; 

Outlook Stable  

14-Nov-2018  
Nov 14 (Reuters) - Fitch: 
Fitch affirms Colombia at 'BBB'; outlook 
stable. 

Fitch, on Colombia, says Ivan Duque's 2018 
presidential election victory is expected to lead 

to continuity in the government's monetary & 
fiscal policies. 
Fitch says Colombia's general government debt 
remains sensitive to exchange rate movements 
as well as changes in interest rates. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 

(c) Copyright Thomson Reuters 2018. 
 
 

Mexico 

Mexico's central bank seen hiking key 

rate to 10-year high  

15-Nov-2018  
MEXICO CITY, Nov 15 (Reuters) - Mexico's 

central bank is seen hiking its benchmark 
interest rate to a nearly 10-year high of 8.0 
percent on Thursday as the peso currency has 
taken a beating in recent weeks and analysts 
shift their forecasts for a weaker currency. 

The Bank of Mexico is expected to raise the 

overnight interbank rate by 25 basis points, 
according to 22 of 25 specialists polled by 
Reuters earlier this week, which would be its 

highest level since August 2008. 

Mexico's peso has weakened sharply since the 

central bank's last meeting in early October, 
falling nearly 6.7 percent in that time. 
The bulk of the peso's drop came after 
Mexico's incoming president, Andres Manuel 
Lopez Obrador, decided on Oct. 29 to scrap a 
more than $13 billion, partially built new 
airport for Mexico City. 

"Since the last meeting, some of the upside risk 

to inflation have materialized, including a 
weaker Mexican peso and heightened concern 
with policy direction and a potential deterioration 
of the fiscal baseline," Goldman Sachs said in a 
note to clients. 
Many banks are now forecasting a weaker peso 
this year and next, partly because of uncertainty 

about economic policy under leftist Lopez 
Obrador, who takes office on Dec. 1. 
Goldman Sachs is forecasting a 25-basis-point 
increase and said the Bank of Mexico would 
likely "preserve a hawkish and vigilant stance." 
The Bank of Mexico held its key rate steady on 
Oct. 4, although one board member voted for 

a hike and the entire board cautioned it may 
need to raise rates in the future due to the 
threat of persistently high inflation. 

Mexico's annual inflation rate rose by 4.9 
percent in October, still far above the central 
bank's target of 3.0 percent, plus or minus 1 
percentage point. 
The Bank of Mexico will publish its monetary 

policy statement on Thursday at 1 p.m. (1900 
GMT). 
 
(Reporting by Anthony Esposito; Additional reporting 
by Sheky Espejo; Editing by Peter Cooney) 
(( anthony.esposito@tr.com ; +5255 5282 7140; 
Reuters Messaging: 
anthony.esposito.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Mexico central bank sends warning 

over incoming leftist government  

15-Nov-2018  
MEXICO CITY, Nov 15 (Reuters) - Mexico's 

central bank raised its benchmark interest 
rate on Thursday on concerns over inflation, 
and said the incoming government's policies 

risked fanning inflation in a strongly worded 
warning to President-elect Andres Manuel 
Lopez Obrador. 
The bank said another rate hike was possible. 
The Bank of Mexico lifted its overnight interbank 
rate by 25 basis points to a nearly 10-year high 
of 8.0 percent, as expected by economists. It 
was a divided decision, with one member calling 

for a 50-point hike. 
Mexico's peso and the stock market have been 
rattled by concerns Lopez Obrador's 
administration will move away from the 

orthodox fiscal policies advocated by the central 
bank. 
The bank said in a statement it had raised rates 

because the outlook for inflation had 
"deteriorated significantly." 
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"Inflation faces significant risks related to the 

possible adoption of policies that could 

structurally affect the economy's price formation 
process," it said. 
The peso traded about 1 percent stronger after 
the announcement. 
The currency weakened sharply after Lopez 
Obrador, a veteran leftist, decided on Oct. 29 to 

scrap a $13 billion, partially-built new airport for 
Mexico City. 
The peso was hurt by that decision and "in 
general by markets' concerns regarding both 
the incoming administration's policies and 
some legislative initiatives," the bank said. 

A bill drafted by Lopez Obrador's MORENA party 
to limit bank fees hammered market sentiment 

last week. 

"The Bank of Mexico reiterated its concerns 
about the policies of the new administration and 
its legislative agenda and its impact ... but now 
they are being more explicit and this is going to 
have an impact," said New York-based Joel 
Virgen, chief economist for Mexico and Colombia 

at BNP Paribas. 
Many banks are forecasting a weaker peso this 
year and next year and lower growth, partly 
because of uncertainty about economic policy 
under Lopez Obrador, who takes office on Dec. 
1. 
The Bank of Mexico described how rating 
agencies downgraded Mexico's sovereign risk 
outlook from stable to negative and, in turn, 
sovereign risk premia and medium and long-
term interest rates rose. 

That environment "entails significant medium 
and long-term risks" to Mexico's macroeconomic 
conditions and its growth potential, the central 
bank said. 

The bank said it would take any necessary 
action, including holding rates or hiking again, to 
insure inflation falls back toward its goal. The 
bank targets inflation of 3.0 percent, plus or 
minus 1 percentage point. 
Mexico's annual inflation rate was 4.9 percent in 
October. 

 
(Reporting by Michael O'Boyle and Dave Graham 
Additional reporting by Sheky Espejo 
Editing by Leslie Adler and Grant McCool) 
(( anthony.esposito@tr.com ; +5255 5282 7140; 
Reuters Messaging: 
anthony.esposito.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

AFRICA 
 

Egypt 

Egypt targets narrower budget deficit 

of 7 pct in 2019/20   

15-Nov-2018  

CAIRO, Nov 15 (Reuters) - Egypt is targeting a 

budget deficit of 7 percent of GDP for the 
2019-20 fiscal year that begins in July, 
compared with 8.4 percent in the previous 

year, according to a preliminary finance 
ministry budget draft. 

The budget deficit is expected to reach 427.8 

billion Egyptian pounds ($23.84 billion) in 2019-
20.  
The 92-page document that was released late on 
Wednesday said that the budget would target 
GDP growth of 6.5 percent from 5.8 percent a 
year earlier. Egypt's fiscal year ends in June. 
The draft is likely to be revised before the 
government prepares a final draft that will be 
presented to parliament for approval next 
year. 
The draft budget also said that Egypt targets 
an inflation level of 10.9 percent. 

After easing to 13.5 percent in July, annual 
inflation has risen for the past three months. 
Egypt has hiked fuel, electricity and transport 

prices over the past few months to help meet 
the terms of a $12 billion International Monetary 
Fund loan programme it signed in late 2016 that 
includes deep cuts to energy subsidies and tax 
hikes. 
Tens of millions of people in Egypt, the Arab 
world's most populous country, are struggling to 

meet basic needs after successive increases in 
the prices of vegetables, fruit, fuel, and 
medicine. 
The economy has been battered by years of 
turmoil that began after mass protests in 2011 
forced President Hosni Mubarak to step down. 

 
($1 = 17.9450 Egyptian pounds) 
(Reporting by Amina Ismail, Editing by Sami Aboudi, 
William Maclean) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ghana 

Ghana budget deficit seen easing to 4.2 

pct in 2019 from 4.5 pct 2018 target  

15-Nov-2018  
ACCRA, Nov 15 (Reuters) - Ghana aims to 

narrow its budget deficit to 4.2 percent of 
gross domestic product in 2019 and forecasts 

GDP growth of 7.6 percent including oil, 
Finance Minister Ken Ofori-Atta said on 
Thursday. 

The West African commodity exporter aims for 
inflation of 8 percent by the end of next year, 
the same as its 2018 target. Non-oil growth is 
seen at 6.2 percent, Ofori-Atta said in a budget 
statement to Parliament. 

 
(Reporting by Kwasi Kpodo 
Editing by Gareth Jones ) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Kenya 

Kenya floats largest infrastructure 

bond amid low uptake  

12-Nov-2018  
NAIROBI, Nov. 12 (Xinhua) -- Kenya has put up 

for sale Treasury bond worth about 490 
million U.S. dollars, the largest since the start 
of the year, as the East African nation seeks to 
raise funds for its infrastructure projects. 
The 25-year infrastructure bond will be sold 
through to Nov. 19 and has an interest rate of 

11.9 percent, the central bank said Monday. 
The apex bank noted the purpose of the bond is 
to raise funding for infrastructural projects in the 

financial year 2018/2019. 
The government has, however, floated the 
bond at a time uptake of its securities, 
including the Treasury bills, has declined 
significantly. 
Last week, subscription of Treasury bills 

declined to 87.3 percent from 106.4 percent in 
the previous week, with the performance 
partly attributable to the tight liquidity 
position in the money market. 

In selling the long-term paper, analysts noted 
the government is seeking to lengthen the debt 
maturity profile to curb refinancing risk in the 
short-term. 

The government has a domestic borrowing 

target of about 2.71 billion dollars in the 
2018/2019 budget, 8.6 percent lower than in the 
previous fiscal year's target of 2.97 billion dollars. 

 
Enditem 
Copyright (c) 2018 Xinhua News Agency 
 
 

Morocco 

Fitch Affirms Morocco at 'BBB-'; 

Outlook Stable  

13-Nov-2018  
Fitch Ratings-Hong Kong-November 13: Fitch 
Ratings has affirmed Morocco'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 
Morocco's 'BBB-' rating is supported by a 
track-record of macroeconomic stability, 

comfortable external buffers and a low share 
of foreign-currency debt in public debt. This is 
balanced against weak development and 
governance indicators, high government debt 
and budget and current account deficits (CAD) 
that are wider than rating peers. 

The government will miss its target of narrowing 

the central government (CG) budget deficit to 
3.0% in 2018 from 3.6% of GDP in 2017. Fitch 
projects it will widen to 3.8% of GDP, against a 

revised government estimate of 3.5%. The 
upsurge in hydrocarbon prices will lead to a 

0.4% of GDP overshoot in spending on subsidies 

as Morocco continues to support the prices of 

butane gas as well as those of wheat and sugar. 
Moreover, disbursements of Gulf Cooperation 
Council (GCC) grants will fall short of projections 
and the receipts of the corporate income tax will 
undershoot budget forecasts. Fitch forecasts the 
general government (GG) deficit, which also 

includes social security, local governments and 
extra-budgetary units, to widen to 2.5% of GDP 
in 2018 from a government estimate of 2.2% in 
2017. 
The government has prioritised social policies in 
the 2019 budget. It envisages an overhaul of 

social programmes as well as measures to 
support consumer purchasing power, spur 
employment and reduce regional disparities. 

Despite strong investments in infrastructure and 
manufacturing capacities in recent years, 
Morocco's non-agricultural activity has failed to 
accelerate and job intensity of growth remains 

low, resulting in only small improvements in 
employment and social indicators. This has 
contributed to social discontent, which is 
illustrated by recurrent protests in peripheral 
regions since 2016 and a boycott movement 
targeting some consumer products earlier in 
2018. 
Fitch projects a broadly stable CG deficit of 
3.7% of GDP in 2019 (GG: 2.5%) reflecting a 

halt in consolidation efforts. The government is 
seeking to accommodate social priorities while 

containing pressures on the budget deficit by 
closing tax loopholes and raising some direct 
and indirect tax rates. It expects to limit the CG 

deficit to 3.3% of GDP by raising MAD5 billion 
from planned privatisations but Fitch treats 
privatisation receipts as a below-the-line 
financing item rather than budget revenues. The 
CG deficit will narrow slightly to 3.5% of GDP in 
2020 (GG: 2.4%) under Fitch's forecasts, mostly 
on lower on-budget capital spending/GDP. A 

further rise in oil prices would exert pressures on 
the budget. 
The government's stated goal of reducing CG 
debt to 60% of GDP in 2021 is unlikely to be 
achieved. Fitch projects CG debt will rise to 
67.6% of GDP in 2020 from 65.1% in 2017. 
CG debt has been on an upward trajectory 
since it reached its low point of 45.4% of GDP 
in 2008, reflecting moderate growth and slow 
and intermittent progress on fiscal 

consolidation. GG debt will rise from 51.1% of 
GDP in 2017 to 53.3% in 2020. Refinancing 
risks are low as debt is mostly dirham-
denominated, while 76.7% of external public 
debt is owed to official creditors. 

The debt of state-owned enterprises' (SOEs) is 
high, at 26% of GDP at end-2017, of which 
16.9% of GDP is owed to external creditors. 
Government guarantees on SOE debt amounted 

to 14.3% of GDP at end-2017. The government 

is currently working on a draft law to streamline 
the governance and oversight of SOEs and 
strengthen their balance sheets. 
GDP growth will average 3.2% in 2018-2020, in 
line with the current 'BBB' category median of 
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3.3%. Following a bumper harvest in 2017, crop 

production has further increased during the 

current season due to supportive weather 
conditions and improved productivity, but 
unfavourable base effects mean that GDP 
growth will slow from 4.1% in 2017 to 3.3% in 
2018 and 2.9% in 2019 as agricultural value-
added contracts assuming a normalisation of 

harvests. 
Activity in the non-agricultural sector is 
underpinned by continued foreign-financed 
investments in the automotive and aeronautic 
industries, steady growth in mining production 
and strong tourism. However, the medium-term 

outlook for non-agricultural activity remains 
constrained by structural impediments, including 
weak education outcomes, skill mismatches and 

low participation rates. The government is 

intensifying efforts to reduce the long 
payment delays in the economy, which are a 
key constraint for private sector activity. 

The CAD will average 4.2% of GDP in 2018-

2020, up from 3.6% in 2017 and well above the 
current 'BBB' median of 1.6%. These forecasts 
reflect a larger trade deficit and lower 
disbursement of GCC grants. Rising imports are 
driven by the upsurge in oil prices given the high 
dependence on energy imports, strong domestic 
demand and assembling industries inputs. They 

will be only partly offset by strong export 
performance lifted by sales of phosphates and 
transport equipment. 

Foreign direct investments will average 1.7% of 
GDP in 2018-2020.wider CADs against the 
background of a pegged exchange rate will 
result in a fall in FX reserves to 4.9 months of 

current account payments in 2020 from 5.9 
months in 2017, assuming a Eurobond issuance 
by the sovereign in 2019. Net external debt will 

also rise to 15.6% of GDP in 2020 from 14.6% 
in 2017, above the current 'BBB' median of 
5.8%, based on Fitch's projections. Morocco's 
two-year precautionary liquidity line (PLL) 
with the IMF expired in July and the 
government has applied for a successor 

arrangement with the Fund. A new 
precautionary arrangement would offer a 
safety net against risks of external stress. 

Bank profitability is steady, supported by wide 
interest margins, and the deposit-based funding 
structure is stable. However, the sector's 
capitalisation is below the 'BBB' median and 
provides only thin buffers given asset risks. Loan 

concentration is high, despite tighter regulatory 
rules and non-performing loans were 7.5% of 
total loans in 2017 versus a 'BBB' category 
median of 4.2%. The transition to the IFRS9 
accounting standards that started in January is 
putting pressure on capitalisation ratios but the 
central bank has allowed a five-year transition 

period for compliance. 
Structural features are a major constraint on the 

ratings, as governance and development 
indicators are well below 'BBB' and 'BB' medians. 
Continued tensions between some of the 
members of the ruling six-party coalition persist, 

but will not impact policy-making in the short to 

medium term, in Fitch's view. Negotiations over 

the long-simmering conflict in the Western 

Sahara region have reached a standstill since 
2012 but renewed UN efforts could lead to the 
resumption of talks in the coming months. 
Although Fitch does not expect a prompt 
resolution to the conflict, a reactivation of the 
peace process would contribute to reducing 

regional geopolitical tensions. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Morocco 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 may, individually or 
collectively, lead to positive rating action are as 
follows: 
-Fiscal consolidation leading to a trend reduction 

in government debt/GDP; 
•Sustained improvement in the current account 

balance consistent with declining net external 
debt-to-GDP; 
-Over the medium term, stronger growth 
potential and an improvement in development 
indicators. 
The main factors that may, individually or 
collectively, lead to negative rating action are as 

follows: 
•An increase in government debt/GDP driven by 
the fiscal stance or a materialisation of 
contingent liabilities; 
-Security developments or social instability 

affecting macroeconomic performance or 
external balances or leading to significant fiscal 

slippages; 
-Weakening of medium-term growth prospects 
leading to a widening of the gap between 
Morocco's development indicators and the 'BBB' 
category medians. 
KEY ASSUMPTIONS 

We expect global economic trends and 
commodity prices to develop as outlined in 
Fitch's latest Global Economic Outlook. We 
assume that oil prices will decline from 
USD70/barrel in 2018 to USD65 in 2019 and 
further to USD57.5 in 2020. 
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 
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'F3' 

Short-Term Local-Currency IDR affirmed at 'F3' 

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-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Mozambique 

Mozambique removes only part of tuna 

bond whiff  

16-Nov-2018  
By Ed Cropley 
LONDON, Nov 16 (Reuters Breakingviews) - 
Mozambique has managed to clear some of 

the whiff from its rotten “tuna bond”. By 
adding a decade to its repayment deadlines, 
the southern African country has bought some 
breathing space as it develops massive off-
shore gas fields, dubbed “Africa’s Qatar”. 
Tying gas revenues to debt payments also gives 

bondholders a measure of security. But 
production delays or revenue shortfalls could 
leave bondholders shortchanged.  
The bad smell from the defaulted $850 million 
Eurobond, arranged by Credit Suisse and 
Russia’s VTB in 2013, has been hanging over 
the former Portuguese colony for five years. 
Originally earmarked for a state tuna-fishing 
fleet, much of the cash went on flashy offshore 
patrol boats or disappeared. International 
Monetary Fund chief Christine Lagarde slammed 
the deal as corrupt and refused to help in 2016 

when the government defaulted. 
Hammering out a repayment plan with the bulk 
of creditors for the outstanding $727 million of 

principal and $189 million in unpaid interest 
brings Maputo back into the IMF fold. 
Bondholders will receive a new $900 million 
bond, a modest $16 million haircut – less than 

2 percent of what they are owed. The 
question is whether the government makes as 
much money out of the gas as it predicts. 

From now until maturity, the new instruments 
will generate just over $1.6 billion of cash flow 
from interest and principal repayments. The 
bondholders should also get $500 million from 
their 5 percent share of the government’s 

forecast $10 billion in royalties on gas 
production and assorted taxes. Discounting all 
those cash flows at a rate of around 8.65 

percent gives a present value roughly equal to 
the bonds’ face value. That in itself is punchy for 
such a high-risk destination. By comparison, 
Argentina’s 2033 Eurobond is currently yielding 

10.2 percent. 
The forecasts also assume government receipts 

rise sharply in the final five years to maturity, 

from around $660 million a year in 2029 to $2.6 

billion in 2033. Assuming instead that they 
flatline over that period – either through 
production delays, political unrest or falls in gas 
prices – and the present value drops to $850 
million at the same discount rate. 
Crafting something palatable to both sides from 

such a stinky broth is commendable. But if there 
has to be a winner, it’s Mozambique, by a nose. 
CONTEXT NEWS 
- Mozambique said on Nov. 6 it had reached an 
agreement with the bulk of its creditors to 
restructure a $726.5 million Eurobond, on which 

it had missed several repayments. 
- Proceeds from the initial $850 million 
Eurobond, arranged by Credit Suisse and 

Russia’s VTB, were meant to go towards building 
a state tuna-fishing fleet. However, much of the 
money was spent on maritime security and the 
fleet failed to catch enough fish to repay the 

loan. 
- Under the restructuring deal, Mozambique will 
issue a new $900 million Eurobond, maturing in 
2033 with a coupon of 5.875 percent.  
- Bondholders will also receive 5 percent of 
future fiscal revenues from vast offshore natural 
gas reserves, capped at a cumulative $500 

million and ending in 2033. The government 
expects gas production to start in 2021.  
 
(Editing by George Hay and Bob Cervi) 
(( ed.cropley@thomsonreuters.com ; Reuters 
Messaging: 
ed.cropley.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Nigeria 

Nigeria raises $2.86 bln in Eurobonds 

to fund deficit  

14-Nov-2018  
•Nigeria issues sixth Eurobond 
•Bond fetched $9.5 bln in demand 
•Fitch revised outlook prior to issue 

By Alexis Akwagyiram 
LAGOS, Nov 14 (Reuters) - Nigeria raised 

$2.86 billion in Eurobonds on Wednesday 
across three maturities, to help fund its 
budget deficit, in a sale that was three times 
oversubscribed, the government said. 

It priced the bonds with maturities of seven, 12 

and 30 years at 7.625 percent, 8.75 percent and 
9.25 percent, respectively. 
Nigerian officials have been meeting investors at 
a roadshow organised by Citi and Standard 
Chartered in London this week prior to issuing 
the Eurobond.  
The meeting led by Nigerian Finance Minister 

Zainab Ahmed, was attended by Budget Minister 
Udoma Udo Udoma, Central Bank Governor 
Godwin Emefiele and head of the Debt 
Management Office (DMO). 
The government said demand for the dollar-
denominated bond stood at $9.5 billion from 
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global institutional investors. The bond would 
help Nigeria fund its budget deficit for 2018 

and other financing needs, it said. 

"Despite significant oil and wider macro market 
volatility, Nigeria has successfully raised its 
external debt requirements for the 2018 budget 
at a cost considerably lower than many of its 
peers across Sub-Sahara Africa," the 
government said in a statement. 

Nigeria sold $1.18 billion in seven-year tenor, $1 
billion with 12-year maturity and $750 million 
for 30-years. The offer would close on Nov. 21. 
The upper house of parliament last month 
approved the Eurobond issue but advised the 
government to limit foreign borrowing and boost 
revenue. 

Wednesday's issue is Nigeria's sixth Eurobond 

sale. 
Last year Nigeria sold $3 billion in Eurobonds, 
part of which it used to fund its 2017 budget. 
It then followed with a $2.5 billion Eurobond 
sale in February to refinance local currency 
bonds at lower cost. 

Lawmakers said the new bond issue will raise 
foreign borrowing to 32 percent of Nigeria's total 

debt, up from 30 percent at June 2018. 
Nigeria, which emerged from recession last year, 
approved a three-year plan in 2016 to borrow 
more from abroad. It wants 40 percent of its 
loans to come from offshore sources to lower 
borrowing costs and help to fund record-high 

budgets. 

President Muhammadu Buhari, who plans to 
seek a second term in next year's election, 
signed 2018's record 9.12 trillion naira ($29.8 
billion) budget into law in June as part of efforts 
to foster economic growth. 
Fitch upgraded the outlook on Nigeria's 

sovereign rating to stable from negative prior to 
Wednesday's issue, the statement said. 
 
(Reporting by Alexis Akwagyiram; writing by Chijioke 
Ohuocha; editing by John Stonestreet and Grant 
McCool) 
(( chijioke.ohuocha@thomsonreuters.com ; +234-703-
4180-621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

Tunisia must control wage bill, IMF 

warns after deal with union  

13-Nov-2018   

By Andrew Torchia 
DUBAI, Nov 13 (Reuters) - Tunisia must keep 

its public sector wage bill under control to 
avoid severe debt problems, a senior 
International Monetary Fund official warned 
after the government agreed to raise wages of 
about 150,000 employees of state companies. 

Late last month, Tunisia's UGTT union cancelled 
a nationwide strike by public sector workers 

after the government agreed to raise wages and 
not to sell state companies. 

Asked about the IMF's view of the deal, Jihad 

Azour, director of the Middle East and Central 

Asia department at the Fund, said a recent IMF 
study showed Tunisia's public sector wage bill 
was already among the highest in the world, 
relative to the size of its economy. 
"It's very important for the government to 
maintain control over current spending and to 

maintain control over the wage bill," Azour said 
in an interview this week. 
"This will allow them to achieve the fiscal targets 
they have set for 2019, and also this will reduce 
the additional pressures that increasing spending 
will put on taxpayers." 
Azour said the government needed to run "a 
very conservative fiscal policy" that would 
allow it to shrink its budget deficit gradually 
to levels that would be acceptable for the 
economy. 

The IMF's opinion is important for Tunisia 
because it is receiving aid from the Fund that is 
contingent on its economic reforms. In 
September, the IMF approved the payment of a 

$245 million loan tranche to Tunisia under a 
$2.8 billion programme, after talks which local 
analysts described as difficult. 
The government still faces pressure to raise the 
wages of about 650,000 state employees as 
unions have threatened a national strike this 
month if their demands are not met. 

Prime Minister Youssef Chahed told parliament 
on Monday: "We hope that we will soon reach an 

agreement with UGTT about public sector 
employees that will improve purchasing power 
and take into account the financial situation of 
the country." 
Last month, the IMF urged Tunisia's central bank 

to tighten monetary policy further to tackle high 
inflation, but the central bank decided at the 
start of this month to keep its key interest rate 
unchanged at 6.75 percent. 
Azour said it was important for Tunisia to fight 
inflation and maintain an adequate level of 

foreign reserves, but he also acknowledged that 
the government faced a complex task in 
balancing multiple demands, including investing 
to address social issues and improving the 

business environment. 
"We have to work on several tracks," he said. 
 
(Additional reporting by Tarek Amara in Tunis 
Editing by Matthew Mpoke Bigg) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zambia 

IMF says held constructive talks with 

Zambia on restoring debt sustainability  

12-Nov-2018  
JOHANNESBURG, Nov 12 (Reuters) - The 

International Monetary Fund (IMF) said on 
Monday it held constructive talks with 
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Zambian authorities on restoring fiscal and 
debt sustainability during a visit to the 

country last week. 

The Fund said in August that aid discussions 
were on hold because Zambia's borrowing plans 
were unsustainable. 
"Discussions ...covered the main elements of the 
draft 2019 budget ... and strategies for restoring 
fiscal and debt sustainability while maintaining 

growth," the IMF said in a statement that made 
no mention of an aid programme for the major 
copper producer. 
 
(Writing by Alexander Winning; editing by John 
Stonestreet) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zambia committed to improving debt 

transparency  

13-Nov-2018  
Livingstone, Zambia, Nov 13 (Reuters) - Zambia 

is committed to improving the transparency of 

its debt management and will ensure that 
debt levels remain sustainable, President 
Edgar Lungu said on Tuesday, responding to 
concerns about rising debt in Africa's second-
largest copper producer. 

The International Monetary Fund (IMF) rejected 

Zambia's borrowing plans earlier this year and 
said the southern African country was at high 
risk of debt distress, unnerving investors holding 

Zambian debt. 
"Zambia will remain steadfast in ensuring that 
our debt remains sustainable and does not 
compromise our sovereignty," Lungu told a 
conference organised by the World Bank. 
"This country is implementing bold measures to 
ensure that we achieve debt and fiscal 

sustainability."  
World Bank Chief Executive Officer Kristalina 
Georgieva said at the conference in 
Livingstone, south of the capital Lusaka, that 
African countries needed to act decisively 
against growing debt. 

Lungu said his government was ready to heed 
advice from donors and would ensure that it 
took out only concessional and low-interest 

loans. 
The IMF said on Monday that it had held 
constructive talks with Zambian authorities 
during a visit to the country last week but made 
no mention of any plans for new loans to 
Zambia. 

Zambian Finance Minister Margaret Mwanakatwe 
said last week that the government planned to 
send a delegation to China - an important player 
in the Zambian economy - by the end of this 
year to discuss debt restructuring. 

 
(Reporting by Chris Mfula 
Editing by Alexander Winning/James Macharia) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 

alexander.winning.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018.  
 

GLOBAL 
 

Moody's Says Global Credit Conditions 

To Weaken In 2019 Amid Slowing 

Growth And Rising Risks   

12-Nov-2018  
Nov 12 (Reuters) -  
Moody's says global credit conditions to 
weaken in 2019 amid slowing growth and 
rising risks. 

Moody's says global trade, political and 
geopolitical risks will likely escalate in 2019 as 
tensions between us and china heighten. 

Moody's says slowdown in economic growth will 
give way to even weaker global credit conditions 

in 2020. 
Moody's says risk of the UK withdrawing from 
the EU without a trade agreement in place has 
risen. 
Moody's says tensions between the us and china 
will spread far beyond trade disputes. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
 

EMERGING MARKETS 
 

Emerging economies see debt rise $1 

trln in Q2, face record redemptions  

14-Nov-2018  

By Karin Strohecker 
LONDON, Nov 14 (Reuters) - Emerging market 

debt rose by $1 trillion to more than $71 
trillion in the second quarter, with China 
accounting for more than 80 percent of that 
increase, the Institute of International 
Finance (IIF) said in a report on Wednesday. 

The latest numbers from China pointed to a 
continued issuance boom in the world's second-

largest economy, wrote IIF executive managing 

director Hung Tran. 
"Data suggest that China's total debt surpassed 
300 percent (of GDP) in Q3 2018: robust foreign 
demand for Chinese bonds and the authorities' 
efforts to support domestic activity have all 
contributed to this sharp debt buildup," Tran 

wrote. 
Developing economies also face record 
redemptions in the years to come with over 
$4 trillion of bonds and syndicated loans 
maturing by end-2020, with as much as a 
third of that denominated in foreign 
currencies, the IIF report found. 

In Chile, Colombia, Egypt and Nigeria nearly 75 
percent of redemptions coming due in that 

period are for dollar-denominated debt. Mexico, 
South Africa, Brazil and Turkey also face high 
dollar financing needs, the IIF said. 
Meanwhile, mature markets painted a different 
picture. Overall global debt levels declined by 
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$1.5 trillion to $247 trillion in the second quarter 

of 2018, mainly driven by a decline in the 

financial and government sectors in developed 
markets, the IIF found. 
"Against the backdrop of strong global growth 
and higher inflation readings across EM and 
some mature markets, this decline brought the 
global debt-to-GDP ratio down to 317 percent in 

Q2," IIF wrote. 
 
(Reporting by Karin Strohecker, editing by Abhinav 
Ramnarayan and Hugh Lawson) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Emerging markets 2019 outlook 

broadly stable  

15-Nov-2018  
By Saqib Iqbal Ahmed 
NEW YORK, Nov 15 (Reuters) - The outlook for 

emerging markets is broadly stable for 2019, 
even as they are set to face increased 
challenges from slower global growth, rising 

interest rates, trade protectionism and 
geopolitical tensions, Moody's Investors 
Service said on Thursday. 

Ample foreign exchange reserves, growing 
domestic markets and multiple monetary and 
fiscal policy tools will help most emerging 

markets weather these challenges, Anne Van 
Praagh and Atsi Sheth, managing directors at 

Moody's, said during a presentation on Thursday 
in New York. 
"There are challenges but there are also 
buffers," Sheth told Reuters on the event's 
sidelines. 
Rising interest rates globally are particularly 
challenging for smaller emerging markets that 

borrow from the international financial 
system, Sheth said. 

"The interest rate hikes by the (Federal Reserve) 
are percolating through the system and that is 
providing a bit more of a challenge," she said. 
The U.S. central bank is expected to raise rates 

for a fourth time this year in December. The 
higher rates, alongside strong economic growth, 

have given a boost to the U.S. dollar, to the 
detriment of many emerging market currencies. 
"In general we have found Asia-Pacific and 
South-East Asia, just in terms of growth, are still 
very robust, so that is where we see bright 
spots," Sheth said. 
"On the other hand Africa, where we do still see 

long-term growth quite strong, is where we have 
many more negative outlooks and that is partly 
because a lot of the African sovereigns that have 
borrowed abroad now face higher refinancing 
risks," she said. 

Earlier this year, Turkey and Argentina saw their 

currencies plunge as markets fretted over their 
large current account deficits and high 
dependency on access to global capital markets.  
As elections took place this year in parts of Latin 
America, greater policy certainty supports stable 

credit conditions, Moody's said. 

More broadly, growing trade tensions between 

the U.S. and China could hurt growth and 
sentiment in emerging markets. Trade tensions 
pose the biggest risk to Asia-Pacific's broadly 
stable outlook, the analysts said. 
Changes in U.S. trade policy could disrupt supply 
chains, investment and revenue for global debt 

issuers, particularly in Asia, they said. 
 
(Reporting by Saqib Iqbal Ahmed, Editing by Rosalba 
O'Brien) 
(( saqib.ahmed@thomsonreuters.com ; 
@SaqibReports; +1 646 223 6054; Reuters 
Messaging: 
saqib.ahmed.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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