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ASIA 
 

China 

China ramps up pressure on local 

governments with new bond rules  

12-Feb-2018  
•China state planner says company bond 

issues cannot be tied to local govts 
•Companies must be judged on own merits, 
not linked with local govts 

BEIJING, Feb 12 (Reuters) - Beijing stepped up 

pressure on local governments on Monday to 
get their finances in order, issuing new rules 
for companies which are planning to issue 
debt. 

Chinese firms selling bonds must publicly state 
the funds raised do not add to local government 

debt and that they are not serving any 
government financing functions, according to a 
notice from the country's top planning agency. 

Companies also must not request or accept any 
type of guarantees from local governments for 
the debt financing, the National Development 
and Reform Commission (NDRC) said. 
Regulators are trying to get a better handle 
on the broader systemic risks posed by high 
local government debt and their often opaque 
financing. 

As part of the clampdown, Chinese authorities 

are working to separate local governments from 
financing activities of often closely associated 
but technically independent companies. 
"Credit rating agencies should use company 
financials and project information in credit 
ratings work, and cannot link the credit rating of 
companies with local government credit ratings," 

the NDRC said.  
In particular, Chinese authorities are looking 
to stamp out the idea that there are implicit 
government guarantees for investors in state 
firms if they get into trouble. 

Beijing says the government is not responsible 
for debt raised by these firms but it is still widely 
assumed that the government would step in to 
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provide support in the event these firms, known 

as local government financing vehicles (LGFV), 

faced repayment issues.  
In January, a Yunnan state-owned investment 
company that defaulted last month on two 
trust loans has secured financing to repay 
those loans and is set to get 2 billion yuan in 
additional equity capital from the provincial 
government. 

The missed payments came amid growing fears 

that financing vehicles used by local 
governments throughout China, often for vanity 
projects that ran up large amounts of debt, may 
start to default this year. 
China's outstanding local government debt rose 
7.5 percent to 16.47 trillion yuan ($2.56 trillion) 
at the end of 2017 from the previous year, 

according to Reuters calculations, but remained 
within the government's target. 
Outstanding corporate debt in China is equal to 
about 165 percent of GDP, the highest among 
major economies, and most of that is held by 
state-owned firms.  
 
(Reporting by Beijing Monitoring Desk; Writing by Elias 
Glenn; Editing by Kim Coghill) 
(( Elias.Glenn@thomsonreuters.com ; +86 138 1600 
5903; Reuters Messaging: 
elias.glenn@thomsonreuters.com )) 
 
 

China adds 8.3 billion dollars of U.S. 

treasuries in December  

15-Feb-2018  
WASHINGTON, Feb. 15 (Xinhua) -- China 

increased its holdings of U.S. Treasury 
securities in December last year after cutting 
12.6 billion U.S. dollars in the previous month, 
The U.S. Treasury Department said on 
Thursday. 

China's holdings of U.S. treasuries went up 8.3 
billion dollars to 1.1849 trillion dollars in 

December. China remained as the largest 
foreign holder of U.S. treasuries. 
Japan, the second largest holder of U.S. 
treasuries, continued to cut its holdings for five 
months in a row. Its holdings dropped 22.6 

billion dollars to 1.0615 trillion dollars. 
By the end of December last year, overall 

foreign holdings of U.S. Treasury securities 
slightly dropped to 6.3103 trillion dollars from 
November's revised 6.3331 trillion dollars. 

China's foreign exchange reserves rose for the 
12th straight month to reach 3.1615 trillion 
dollars at the end of January. 
The country's forex reserves will continue to 
maintain stable in the future, said China's forex 

regulator State Administration of Foreign 
Exchange, citing positive economic fundamentals 
and a recovering of global economy. 
 
Copyright (c) 2018 Xinhua News Agency 
 

 

India 

India Bonds Extend Fall As U.S 

Treasury Yields Jump  

15-Feb-2018  
By Neha Dubey 
NewsRise 
MUMBAI (Feb 14) -- Indian government bonds 

fell further in afternoon trade amid low 
trading volume, tracking higher U.S. Treasury 
yields and weak appetite from banks. 

The benchmark 7.17% bond maturing in 2028 

changed hands at 97.25 rupees, yielding 7.57% 
at 1:00 p.m. in Mumbai against 97.77 rupees 
and 7.49% yield at the previous close. It had 

fallen to the day’s low of 97.21 rupees earlier, 
also lowest since Feb. 7.  
“Bonds yields have extended fall as U.S. 
Treasury yields have gained, after the U.S 

inflation data release,” a trader with a state-

run bank said. “Since the volume is very thin, 
we are seeing more price movement. Bonds will 
be rangebound due to weak demand from the 
banks and lack of fresh cues.” 
The 10-year U.S. Treasury yield rose to its 
highest levels in more than four years to 2.94% 

earlier today, after inflation in the world’s 
biggest economy stood at 0.5% in January, 
against 0.2% in December and 0.3% forecast by 
economists. The year-on-year gains in inflation 

stood at 2.1%. 
Rise in inflation may fasten the pace of rate 
hikes by the Federal Reserve, which is set to 

next meet on Mar. 20-21. As many as 83% 

traders expect a rate hike of 25 basis points 
next month, according to the CME FedWatch 
Tool. 
Bond market sentiment also turned bearish amid 
lack of demand from state-run banks. These 
banks have net sold government bonds worth 
around 165 billion rupees in this quarter, as they 

stare at huge mark-to-market losses. 
Meanwhile, India’s January wholesale inflation 
eased to a six-month low of 2.84%, against 

3.58% in December, government data showed 
today. A Reuters’ poll of economists had 
predicted the reading at 3.25%.  
India’s rate-setting Monetary Policy 
Committee, which kept interest rates steady 
last week, has projected retail inflation in a 
5.1%-5.6% band in the first half of the next 
financial year. The law mandates the 
authority to keep inflation at 4% with a band 
of two percentage points on either side. 

An increase in crude oil prices also weighed on 
sentiment. The benchmark Brent crude oil 
contract was trading at $65.06 per barrel from 

$64.36 at previous close, and $62.72 at close on 
Feb. 13.  

 
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-
61353300 
- Edited By Debasis Basak 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
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RBI Nudging State Banks Towards 

Interest Rate Derivatives  

16-Feb-2018  
By Dharam Dhutia 

NewsRise 
MUMBAI (Feb 16) -- India’s central bank 

nudging state-owned lenders to increase their 
participation in interest rate derivatives, 
traders say. “There are some discussions 
going on to push PSU banks to increase 
activity, especially in the OIS market, which is 
currently dominated by foreign banks,” trader 

with a state-run bank says. RBI Deputy 

Governor Viral Acharya last month told lenders 

to use hedging instruments to manage their 
interest rate risk and shield themselves against 
large swings in bond yields. Several foreign and 
private lenders are active in swap as well as 
interest rate futures markets. “There are issues 
like state banks’ reluctance to participate in IRF 

because the tick size is small,” official involved 
in this process says. “Banks have been asking 

exchanges to increase the lot sizes of IRF, and 
have also raised the issue of human resource 

training with the RBI,” he adds. India 
benchmark bond yield has risen 24 basis points 
so far this quarter against 67 basis points rise in 
previous quarter; several banks reported losses 

or lower profits due to provisions made for 

mark-to-market losses on bond portfolios. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Indonesia sells 21 trln rupiah in bonds 

auction, above target  

13-Feb-2018  

JAKARTA, Feb 13 (Reuters) - Indonesia sold 21 

trillion rupiah ($1.54 billion) in a bond auction 
on Tuesday, higher than an indicative target 
of 17 trillion rupiah, the government's 
financing and risk management office said in 
a statement. 

The ministry sold T-bills maturing in May 2018 
with a weighted average yield of 4.08340 
percent, while T-bills maturing in February 2019 

had 4.96630 percent of weighted average yield. 
Bonds maturing in May 2028 were sold with a 
weighted average yield of 6.36971 percent, 
higher than the previous auction's 6.35895 

percent on Jan. 30. 
Those maturing in May 2033 had a weighted 

average yield of 6.81868 percent, higher than 
6.79836 percent from the previous auction. 
The weighted average yield for bonds maturing 
in May 2038 was 7.12524 percent. 

The total incoming bids reached 45.85 trillion 

rupiah in Tuesday's auction, compared with bids 

worth 47.23 trillion rupiah in the previous 
auction. 
The highest bid-to-cover ratio was 3.40 for T-
bills maturing in February, 2019. 
 
($1 = 13,655 rupiah) 
(Reporting by Nilufar Rizki; Editing by Biju 

Dwarakanath) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Iraq 

Iraq, U.S. Exim Bank to sign $3 bln 

agreement  

13-Feb-2018  
KUWAIT, Feb 13 (Reuters) - The U.S. Exim 

Bank plans to extend Iraq a $3 billion credit 
line to help rebuild the country after the war 
with Islamic State, Secretary of State Rex 
Tillerson said on Tuesday in Kuwait. 

"To signal its strong commitments, the Exim 

Bank and Iraq's Ministry of Finance will sign 
today a 3 billion-dollar memorandum of 
understanding that will set a stage for future 
cooperation," he told a conference on Iraq's 
reconstruction in Kuwait.  

 
(Reporting by Yara Bayoumy and Maher Chmaytelli; 

editing by John Stonestreet) 
(( maher.chmaytelli@thomsonreuters.com ; 
+9647901917030; )) 
 
 

Israel 

Israel parliament gives initial nod to 

2019 budget  

13-Feb-2018  
JERUSALEM, Feb 13 (Reuters) - Israel's 

parliament late on Tuesday gave its initial 
approval to the 2019 state budget draft. 

Lawmakers voted 60-50 in favour of the 
spending package, and one legislator abstained. 

It next goes to parliament's Finance Committee, 
where it typically gets amended, before a final 
vote in the full plenum later this year. 
"This budget is a direct continuation of the social 
revolution that we are leading in Israel in recent 
years ... we will continue to add (funding) where 
it is needed in order to continue to reduce 

(social) gaps," Finance Minister Moshe Kahlon 
said in a statement. 
Prime Minister Benjamin Netanyahu, who heard 
from police earlier in the evening that they will 
recommend charging him in two corruption 

cases, did not attend the vote. 

Israel's proposed budget, approved by the 
cabinet last month, amounts to 479.6 billion 
shekels ($136 billion) in spending, while the 
budget deficit target was set at 2.9 percent of 
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gross domestic product. 

The total is nearly 20 billion shekels more than 

the 2018 budget of 460 billion and includes 100 
billion shekels of debt payments and another 39 
billion for interest expenses. 
The budget and accompanying economic plan 
included a number of reforms, such as 
removing barriers to personal imports, 
making it easier to switch banks and easing 

families' tax burden. 

Bank of Israel Governor Karnit Flug said the 
budget was unnecessarily loose given the strong 
economy and believes the deficit should be no 
more than 2.5 percent of GDP. 
 
($1 = 3.5231 shekels) 
(Reporting by Steven Scheer, Editing by Ori Lewis and 
Tom Brown) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
 
 

Lebanon 

IMF - Lebanon: Staff Concluding 

Statement of the 2018 Article IV 

Mission  

12-Feb-2018  
February 12, 2018  
A Concluding Statement describes the 
preliminary findings of IMF staff at the end of 
an official staff visit (or 'mission'), in most 

cases to a member country. Missions are 
undertaken as part of regular (usually annual) 
consultations under Article IV of the IMF's 
Articles of Agreement, in the context of a 
request to use IMF resources (borrow from the 
IMF), as part of discussions of staff monitored 
programs, or as part of other staff monitoring of 

economic developments.  
The authorities have consented to the 
publication of this statement. The views 
expressed in this statement are those of the IMF 
staff and do not necessarily represent the views 

of the IMF's Executive Board. Based on the 
preliminary findings of this mission, staff will 

prepare a report that, subject to management 
approval, will be presented to the IMF Executive 
Board for discussion and decision.  
The approaching elections are an opportunity 
to engage the public in a dialogue on how to 
support macroeconomic stability and 
implement structural reforms to raise 

inclusive growth and create jobs. Further, the 

upcoming Paris Conference is an opportunity to 
mobilize international support for these efforts. 
The authorities have some significant 
achievements in recent months, notably passing 
the first budget in over 12 years in October 

2017. However, the overall economic situation 

remains fragile with prolonged low growth, 

public debt rapidly rising beyond 150 percent 
of GDP, and a persistent current account 

deficit of more than 20 percent of GDP. To 

preserve confidence in the system there is an 

urgent need to establish a policy framework that 

supports macroeconomic stability. This 
statement highlights key findings and 
recommendations of the recent Article IV 
Consultation mission to Lebanon (February 1-12, 
2018), based on our discussions with a broad 
range of stakeholders. A more complete analysis 

of policy issues will be included in the 
forthcoming staff report. We thank the Lebanese 
authorities and other counterparts for their 
hospitality, and for a rich and fruitful set of 
discussions.  
Key messages  

The reform agenda needs to focus on three 
areas:  
•First, fiscal policy needs to be immediately 

anchored in a consolidation plan that 
stabilizes debt as a share of GDP and then 

places it on a clear downward path. Any 
scaling up of public investment will need to be 
grounded in such an adjustment plan and must 

be preceded by strengthening the public 
investment management framework.  
•Second, financial stability risks should be 

contained, including by incentivizing banks to 
gradually strengthen their buffers and by taking 
further actions designed to strengthen credit 
quality.  

•Third, to promote sustainable growth and 

improve equity and competitiveness, the 
electricity sector needs to be reformed and the 

anti-corruption regulatory framework should be 
enhanced and made effective.  
Context  

1. Lebanon has emerged from the political 

crisis of November 2017, but vulnerabilities 

are higher. Interest rates on new local-currency 
bank deposits are 2-3 percentage points higher 
than before the crisis, and the economic 
system's dependence on depositor confidence 
has deepened.  

2. The authorities are planning to initiate a 

large capital investment program (CIP). 
Lebanon continues to host around 1 million 
registered Syrian refugees (equivalent to about 
a quarter of the population). The aims of the CIP 

are to raise Lebanon's growth and also alleviate 
the burden on both host communities and 
refugees. The authorities have indicated that 

they plan to raise up to $16 billion (32 percent 
of current GDP) over the next decade by tapping 
into the World Bank's Concessional Financing 
Facility, public-private partnerships, and other 
facilities that provide grants or long-term 
concessional lending. A conference in Paris to 

support investment in Lebanon is tentatively 
scheduled for April 2018.  
3. The underlying economic situation has not 

changed and remains challenging, with high 
public debt, current account deficit, and 

funding needs. Public debt is estimated above 
150 percent of GDP at end-2017, and is 
expected to rise rapidly with a budget deficit 
above 10 percent over the forecast horizon. The 

current account deficit is expected to remain 
above 20 percent. The funding environment has 
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been affected by the political crisis of November 

2017. Without a significant reduction in the 

economy's funding needs or an increase in 
deposit inflows (and given the global interest 
rate outlook), the Banque du Liban (BdL) will 

need to increase interest rates or use its 
sizable gross reserves to meet the funding 

needs of the economy. The budget of 2018 and 
preparation for the upcoming Paris conference 

could provide key platforms to initiate the much-
needed economic reforms.  
The Economic Backdrop  
4. Growth remains low. We estimate growth 

to be at about 1-1.5 percent for 2017 and 

2018. The traditional drivers of growth in 
Lebanon-tourism, real estate, and construction-

remain slow and a strong rebound is unlikely 

soon. According to the BdL, real estate prices 
declined by over 10 percent over 2017, while the 
purchasing managers' index indicates that 
private sector confidence continues to be 
weighed down by political uncertainty. Inflation 

in 2017 reached 5 percent, likely due to a rise 
in the costs of imports, notably oil, and a 
weaker U.S. dollar.  

5. The fiscal situation remains very difficult 

and poses significant risks. In July 2017, the 
Lebanese parliament approved an across-the-
board increase in the salary scale of public 
sector employees and pensions of retired civil 

servants. A range of tax and fee increases was 
approved during the second half of the year. 

While the net fiscal impact is expected to be 
broadly neutral in 2018, higher personnel and 
interest costs will be main contributors to further 
deteriorating fiscal position over the projection 
horizon. The overall budget deficit in 2017 is 

expected at 7.3 percent of GDP, with a 
primary balance of 2.4 percent-in part due to 
one-off revenues from taxing higher bank 

profits due to BdL financial operations. In 
addition, subsidies to Electricité du Liban (EdL) 
are increasing, in part due to rising oil prices.  
6. External imbalances are large and 

persistent. The nominal effective exchange rate 

appreciated sharply in recent years, while the 
real effective exchange rate (REER) also 

strengthened in 2017 by 2.8 percent. The 
current account deficit is projected to have 
remained above 20 percent in 2017. Goods 
exports as a share of GDP continue to decline, 
while imports remain strong, in part due to 

cheap credit made available by several BdL 
subsidy schemes and higher oil prices. The 
persistently large current account deficit and 
other imbalances are evidence of a significant 
REER overvaluation.  
7. Sustaining deposit inflows is challenging. 

In the past, foreign-deposit inflows have been 
a key source of financing for the large current 

account- and budget deficits. However, deposit 
growth has eased in recent years. Private sector 

deposit growth was 3.8 percent in 2017-below 
the average growth in previous years.  
8. In response, the BdL continues to expand 

its unconventional financial operations. The 

BdL has introduced several new financial 

operations since summer 2016 that offer large 

incentives to domestic commercial banks to 

invest in BdL's dollar-denominated term 
deposits. Consequently, the increase in bank 
exposure to the BdL has accelerated since 
summer 2016. While these operations have 
boosted the gross reserves of the BdL and the 
capital of banks, they have come at a cost to the 

BdL's balance sheet and net FX position, and 
have been regressive. In addition, the BdL 
introduced a new operation in December 2017 to 
incentivize banks to secure longer maturity 
local-currency deposits, by increasing the 
interest rate on existing BdL long term 

instruments held by banks by 2-3 percentage 
points.  
9. The sovereign credit ratings reflect the 

challenges faced by Lebanon. Moody's 
downgraded Lebanon from B2 to B3 in August 
2017, while Fitch and S&P have maintained 

their ratings at B-/B3 equivalent. During the 
political crisis of November 2017, the spreads of 

Lebanese Eurobonds vis-à-vis other emerging 
market instruments spiked by 200-300 bps, but 
returned to pre-crisis levels by January 2018.  
10. Lebanon's outlook remains uncertain. 
Under our baseline scenario, growth will 
gradually rise close to 3 percent as external 
demand picks up due to a global recovery. 

Inflation is expected to remain around its trend 
of 2.5 percent. Overall fiscal balances are 
expected to reach well above 10 percent of GDP 

and public debt close to 180 percent of GDP by 
2023. The current account deficit will remain 
large. Under the baseline assumption of no 
reforms or increase in interest rates, Lebanon's 

reserve adequacy position is projected to 
deteriorate over the medium term. But the 
projection is subject to both upside and 
downside risks. On the upside, Lebanon's 
outlook is linked closely to developments in 
Syria. In the event of an early resolution, 

Lebanon would be well placed to benefit from 
the reconstruction effort, as well as from the 
reestablishment of trade and an improvement in 
regional investor confidence. This would have 

significant and positive implications for local 
incomes and growth, though not enough to 
restore debt sustainability without adjustment. 

On the downside, tensions in the region could 
lead to escalation of conflicts or trigger security 
incidents, higher oil prices could increase 
Lebanon's funding needs, or deposit inflows 
could decelerate putting pressure on foreign 
exchange reserves.  
Policy Priorities  

11. Lebanon needs urgent action to preserve 

confidence in the system and take advantage 

of international support. Over the past several 
years, Lebanon has maintained a policy mix of 
loose fiscal policy, and high real rates on bank 

deposits combined with cheap private sector 
credit through various quasi-fiscal subsidy 

schemes. However, given rising vulnerabilities, 
the need to establish a policy framework that 
places the economy and public debt on a more 
sustainable path has only increased. The 
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increased engagement by some donor countries 

also offers an opportunity to secure their support 

for a reform and investment plan. The reform 
agenda needs to focus on three areas.  
Critical Need for a Fiscal Consolidation Plan  

12. Significant fiscal adjustment is 

inescapable if the current economic policy 
framework of a fixed exchange rate sustained 
by high deposit inflows is to be maintained. 
Lebanon's debt is unsustainable under the 
baseline scenario. In the context of Lebanon's 
low growth and rising global interest rates, debt 
dynamics will deteriorate further and public debt 
will increase rapidly to just below 180 percent of 
GDP by 2023 under the baseline and continue to 
rise thereafter. Similarly, without adjustment, 

government financing needs will continue to 

rise; the underlying codependence between 
banks and the sovereign will intensify; and 
Lebanon's growing reliance on deposit inflows 
will expose the economy even more to sudden 
swings in depositors' confidence.  
13. The size of adjustment needed to halt the 

rise in public debt is still within reach, but it 
would require significant efforts, and would 

not by itself guarantee sustainability. A 
combination of increases in revenues and cuts in 
current spending amounting to about 5 percent 
of GDP is needed over the medium term to 
stabilize public debt as a share of GDP and place 

it on a gradually declining path. Such a large 
adjustment is undoubtedly costly, but in the 

case of Lebanon it needs to be viewed against 
mounting funding needs and high budget deficits 
reaching above 10 percent of GDP. A 
comprehensive fiscal adjustment and economic 
reform program would greatly improve economic 

conditions, including public debt ratios. 
However, it would not be without risks. The 
fiscal adjustment required has only been 
achieved in very few countries. There would also 
be continued large current account deficits even 
after fiscal adjustment, in the absence of 
exchange rate adjustment and/or significant 

structural reforms, which would leave 
sustainability in question.  
14. The CIP could have positive effects on 

growth, but would need to be accompanied by 
strong fiscal adjustment and structural 

reforms. The CIP, if implemented with well 
selected projects, will likely boost economic 

growth in the short term, but at the same time 
will increase public debt, and possibly borrowing 
cost. Any scaling up of investment will need to 
be grounded in a comprehensive macroeconomic 
adjustment plan designed to stabilize public debt 
ratios and then put them on a gradually 
declining path, and preceded by improved public 

investment management.  
15. A fiscal consolidation plan with front 

loaded fiscal adjustment, embedded in a 

credible budget, is urgently needed. The 
proposed adjustment package combines revenue 
and spending measures. The measures include 
(i) increasing VAT rates, while limiting 

exemptions and refunds and improving 
compliance; (ii) reinstating gasoline excise and 

fuel taxes to levels that prevailed before 2012; 

and (iii) gradual elimination of the electricity 

subsidy. The adjustment proposal would 
significantly improve the trajectory of public 
debt. In addition, there is scope to contain 
personnel spending and undertake a civil service 
reform. This would reduce expenditure rigidity 
and create fiscal room to strengthen the social 

safety net to increase protection of the 
vulnerable.  
16. The public investment management 

framework should be strengthened before 
undertaking large investment projects. 
Strengthening the institutional framework based 
on a formal assessment is crucial before 

undertaking large investments. Risks and fiscal 
costs arising from any PPPs needs to be 

contained. Furthermore, given capacity 
constraints, the authorities should consider a 
gradual scaling up of investment, to limit fiscal 
and implementation risks. Highly-concessional 
financing should be sought and domestic 

financing of public investment should be 
avoided.  
Normalizing Monetary Framework and 
Preserving Financial Stability  
17. The current policies of the BdL have 

helped preserve stability but also created 

market distortions. The BdL maintains the fixed 

exchange rate, helps finance the government by 
offering long-term instruments to banks, keeps 
interest rates steady at moderate levels by 

underwriting both the T-Bill and Eurobond 
primary markets, provides economic stimulus by 
a range of quasi-fiscal subsidy schemes, 
addresses weak banks, and subsidizes deposit 

rates to lengthen their maturity. While the range 
of these operations has allowed the BdL to play 
a critical role in maintaining the current 
economic model and effectively manage crisis 
episodes, these policies are also associated with 
costs. They have resulted in the creation of new 

reserve money, weakened BdL's balance sheet, 
and created a different set of financial stability 
risks by exposing banks to significant sovereign 
exposure and maturity mismatches.  

18. The materialization of various shocks 

could expose vulnerabilities in the banking 

system. The recent increase in bank capital 
levels is welcome. While regulatory capital 

requirements exceed the minimum levels set 
under the Third Basel Accord, banks' capital 
buffers are modest in light of their significant 
exposure to local-currency sovereign debt and 
foreign-currency BdL instruments-and sovereign 
risk weights are not in line with international 

standards. The rising interest rate environment 
also poses risks to banks profitability and capital 
positions. In addition, the slowdown in the 
economy and in the real estate sector, and rising 
interest rates, are likely to have affected credit 

quality and there are signs that nonperforming 
loans will increase. Lastly, foreign assets of 

commercial banks remain low, in part driven by 
banks transferring their FX placements from 
abroad to the BdL-motivated by BdL financial 
operations.  
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19. Going forward, the BdL should rely on 

conventional interest rate policy instead of 

financial operations. If deposit growth were to 

further soften, the BdL should maintain tight 
liquidity and raise interest rates to secure 
foreign exchange inflows-rather than relying on 
a repeat of financial operations. This will help 
the BdL to improve its FX position, and create 

incentives for banks to rebuild their liquidity 
buffers, while reducing the risk of a further rise 
in dollarization. It would also help to rein in the 
sizable private sector debt growth, contain 
inflationary pressures, and limit further 
deterioration of BdL's balance sheet. The 

recommended fiscal consolidation plan would 

mitigate the negative impact of higher 
interest rates on debt dynamics, since gross 

financing needs would decline. The BdL should 
also gradually withdraw from the T-Bill and 
Eurobond primary market and reduce reliance on 
quasi-fiscal schemes.  
20. Buffers in the banking system should 

continue to be strengthened and steps should 

be taken to address rising credit risks. The 
sovereign risk weights should be aligned with 
the Basel Accord, and banks should engage in 
forward-looking capital planning in line with their 
risk profiles, and linked to multi-factor stress 
testing. In addition, the regulatory treatment of 
nonperforming/restructured loans should be 

aligned with international good practice, 
monitoring of loan-loss migrations at the bank 

level should be improved, and sustainable 
restructuring of nonperforming loans should be 
encouraged. Lastly, it will be important to 
enhance liquidity regulations to incentivize 
increase in deposit maturities and to ensure that 

banks do not weaken their short-term foreign 
currency liquidity buffers further.  
21. The authorities should strengthen the 

crisis management framework and AML/CFT 

framework. In the past, weak small- and 
medium-sized institutions have been promptly 
handled, mainly through mergers, without 

jeopardizing financial stability. In line with the 
2016 FSAP advice, the authorities should 
consider developing resolution options that 

enable the closures of failed banks, reform of 
the National Institute for the Guarantee of 
Deposits (NIGD) to become an operationally 

independent agency funded by premiums paid 
fully by banks, increase deposit insurance 
coverage levels, and ensure that the resolution 
regime awards preferential treatment to insured 
depositors and the NIGD. In addition, the 
AML/CFT framework should continue to be 
strengthened in line with the 2016 FSAP advice.  

Promoting Structural Reforms  
22. Given eroding competitiveness and low 

growth, structural reforms are essential . Even 
after accounting for the impact of the Syrian 

conflict, the external balance is weaker than 
suggested by fundamentals, pointing to an 
underlying problem with productivity and 

competitiveness. Lowering the cost of doing 
business, and improving services-in particular 
electricity provision-will promote jobs for both 

Lebanese nationals and refugees, while also 

strengthening social safety nets. Structural 

reforms are essential to improving 
competitiveness and growth, and reducing 
external sector vulnerability.  
23. Electricity reform and eradicating 

corruption are long-standing priorities . The 
electricity sector has not only been widely 

identified as Lebanon's most pressing 
bottleneck, but it also remains a significant drain 
on the budget. A more reliable service by EdL 
would reduce the need for expensive private 
generators, even after tariff increases, and 
contribute to more efficiency in the economy at 

large. In addition, the government acknowledges 
that corruption is widespread and is associated 
with large social and economic costs. Addressing 

corruption and improving governance should be 
an essential component of Lebanon's reform 
agenda.  
24. Electricity reforms should focus on 

expanding capacity and eliminating subsidies. 
Still relatively low oil prices present an 
opportunity to begin to raising tariffs up to cost-
recovery levels while simultaneously expanding 
capacity-though in a way that protects more 
vulnerable consumers. The benefits of reform 
would be sizable, in terms of significant budget 

savings including by eliminating the need for 
private generators, reduced business costs, and 
more efficient consumption. The authorities 
could combine the fiscal adjustment with 

expansion of social assistance programs to 
mitigate the impact on low-income households.  
25. The anti-corruption regulatory framework 

should be made effective. The regulatory 
framework to fight corruption needs to be 
significantly enhanced and made operational. 
This should include passage of legislation to 
protect whistleblowers; making the illicit wealth 
law more effective by making the asset 
declaration system for senior public officials (and 

their family members and associates) public, 
with a system of audits, and combined with 
measures for banks to control and report 
suspicious activities related to politically exposed 

persons; establishing and adequately resourcing 
the planned anti-corruption body with sufficient 

enforcement powers; and enhancing fiscal 
transparency including by strengthening 
governance in the revenue and customs 
administrations, improving revenue compliance, 
making the procurement system transparent, 
and introducing an external audit agency.  
Finally, there is a long-standing need to 

improve data quality. This could improve 
access to international investment, and 

enhance evidence-based policymaking. At a 
minimum, the quality, frequency, and timeliness 
of national accounts and balance of payment 
statistics needs to be improved; data on 

employment, unemployment and wages need to 
be frequently collected and published; trade in 

goods and services data needs to be enhanced; 
quality of indicators to monitor economic activity 
need to be improved; and inter-agency dialogue 
and sharing of information should be 
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strengthened.  
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Macao 

Fitch Upgrades Macao to 'AA'; Outlook 

Stable  

13-Feb-2018  
Fitch Ratings-Hong Kong-February 13: Fitch 
Ratings has upgraded Macao's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
to 'AA' from 'AA-'. The Outlook is Stable. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
The upgrade of the IDRs reflects the following 
key rating drivers: 
The Macao authorities have demonstrated a 
commitment to fiscal prudence through a 
period of gaming windfalls and a heavy 

revenue shock. As a result, the territory's fiscal 
and external balance sheets have strengthened 
to levels that more than offset the significant 
risks associated with its narrow economic base 
and concentration on mainland Chinese gaming 
tourism. 
Fitch estimates real GDP grew by 8.7% in 
2017, following three years of consecutive 

declines. The improved growth performance can 
be attributed largely to a pick-up in gaming 
activity, though private consumption has also 
stabilised. Territory-wide gaming revenues rose 
by 19% in 2017, after a 3.3% contraction in the 
year prior. Fitch forecasts real GDP growth of 
5% in 2018, a view that incorporates a 

moderation in gaming revenue growth to around 
10%, and a continuation of ongoing 
infrastructure initiatives aimed at enhancing the 
territory's connectivity and attractiveness as a 
tourist destination. 
Fitch estimates that Macao's fiscal surplus 
rose to 10% of GDP in 2017, up from 6% a 

year prior, due to a surge in gaming revenues 

and continued expenditure restraint. The 2018 
budget approved in December 2017 targets a 
fiscal surplus of MOP6.9 billion (1.6% of GDP) 
based on conservative budgeting assumptions 
that imply a 14% decline in gaming revenues. 
Fitch forecasts a 2018 budget surplus of 7.2%, a 

view reflective of our more optimistic outlook for 
gaming revenues this year following a 36% yoy 
increase in January 2018. A Basic Law 
requirement that Macao maintain balanced 
budgets and avoid deficits also provides an 
important policy anchor to safeguard the 
territory's medium-term fiscal sustainability. 
Fiscal buffers have continued to rise. Macao is 
the only Fitch-rated sovereign globally 
without any outstanding government 
borrowings, whereas gross general 
government debt for the 'AA' median grew to 

an estimated 42% of GDP in 2017. In addition, 

prudent expenditure management has permitted 

the accumulation of substantial fiscal buffers. 
Fitch estimates fiscal reserves were 
approximately 137% of GDP at end-2017, 
equivalent to 5.6x the planned 2018 budgetary 
expenditure. 
The continued strengthening of Macao's 

external finances is a corollary of its status as 
a premier international gaming and tourism 
destination, and de-facto monopoly provider 

of gaming services across greater China. Fitch 
projects the current account surplus will rise to 
35% of GDP in 2018, up from an estimated 33% 
in 2017, and well above the 'AA' median of 
2.1%. The territory has maintained a consistent 

current account surplus over the past 15 years, 

including during the 2015 shock during which 
gaming revenues fell by 34%. Macao's external 
balance sheets, both on a sovereign and 
economy-wide basis, are also among the 
strongest across Fitch-rated sovereigns globally. 
The agency estimates sovereign net foreign 

assets at 176% of GDP and the economy-wide 
net external creditor position at 216% of GDP in 
2017, both well in excess of the 'AA' peer 
medians of 38% and 24%, respectively. 
The IDRs also reflect the following key rating 
drivers: 
Macao's principal rating constraint remains 

the economy's severe degree of concentration 
on the gaming sector, despite ongoing efforts 

to diversify. Gaming and junket activities 
represent 47% of GDP and 21% of employment, 
and more than 80% of fiscal revenues are 
derived from the sector. Macao's tourism base is 
equally concentrated, with mainland Chinese 

representing 68% of tourist arrivals and an 
estimated 80% of visitor spending. These risks 
have contributed to the territory's high GDP 
volatility, and increase the sovereign's 
vulnerability to event risk or changes in the 
policy environment. 
Adverse shocks could result from an 
unexpected tightening of visa regulations for 

mainland Chinese visitors or an end of 
Macao's de-jure gaming monopoly across 
greater China, although this is outside of 

Fitch's baseline expectations. There is also a 
risk that further tightening of capital-account 
measures in China, or recently adopted anti-
money laundering and know-your-customer 
regulations in Macao, could have a direct 

spillover into the territory's tourism sector, 
although such measures do not appear to have 
had a noticeable impact thus far. 
A recent proposal to introduce online gaming 
on Hainan Island does not itself pose any 
imminent threat to Macao's sovereign rating 
profile, as Macao would still remain the only 
Chinese territory able to operate physical 

casinos. A challenge to Macao's economic model 

could potentially emerge over the longer term 
should China revise existing criminal laws that 
prohibit most forms of gambling in the mainland, 
or if other emerging gaming destinations in Asia 
were to gain significant favour among Chinese 



 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  10 

tourists. Even in such a scenario, Fitch would 

expect this to occur gradually, which would 

provide the authorities time to respond with 
policy measures such as expenditure cuts or 
budget amendments. 
The agency does not believe negotiations on 
gaming concession renewal ahead of upcoming 
expiry dates in 2020-2022 pose a significant 

downside risk to the territory's near-term 
economic stability. The existing concessionaries 
have already exceeded the authorities' targets to 
boost the proportion of non-gaming revenues 
across the sector (having reached 10.7%) and 
dedicate more floor space within resorts to non-

gaming entertainment. Fitch anticipates the 
authorities will link concession renewals with 
further commitments to support the 

government's ongoing diversification efforts, but 
specific guiding principles have yet to be 
announced. 
Fitch sees the mainland China exposures of 
Macao's banks as a potential risk, although 

their non-performing loan ratio remains low 

at just 0.08% at end-June 2017. The agency 
estimates mainland China exposures accounted 
for 37% of banking system assets at end-1H17, 
the highest proportion among the eight Asian 
economies represented in our quarterly survey. 
Nevertheless, risks to the sovereign balance 

sheet are mitigated by the fact that Macao's 
banking sector is almost entirely foreign owned. 
In addition, a significant proportion of exposures 

are to mainland Chinese banks in the form of 
parent bank guarantees, direct placements, and 
other short-dated trade finance claims, such as 
discounted letters of credit. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Macao a score 
equivalent to a rating of 'AA+' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
•Structural features: -2 notches, to reflect the 

high concentration risks to the gaming industry 
and mainland China as well as Macao's Macro-
Prudential Indicator score of 3. 

•Public finances: +1 notch, to reflect zero public 
debt and large fiscal reserves. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 

forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 

RATING SENSITIVITIES 

The main factors that could lead to negative 
action, individually or collectively, include: 
•A sustained decline in gaming revenues, 
particularly if this leads to an erosion of the 

sovereign balance sheet. 

•A severe economic shock from China, in light of 

the close economic and financial linkages. 
•A sharp deterioration in financial sector 
stability. 
The main factor that could lead to positive action 
is a diversification of the economy into sectors 
less reliant on gaming and China. 

KEY ASSUMPTIONS 
•China avoids a 'hard landing' or banking-sector 
crisis. 
•Macao maintains the high degree of autonomy 
provided to it under the Basic Law. 
•China's immigration policies remain supportive 

of the stability of Macao's gaming industry. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR upgraded to 

'AA' from 'AA-'; Outlook Stable 
Long-Term Local-Currency IDR upgraded to 'AA' 
from 'AA-'; Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 

'F1+' 
Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling upgraded to 'AAA' from 'AA+' 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Mongolia 

Resource-rich Mongolia rejects cap on 

foreign workers for 2018  

13-Feb-2018  

ULAANBAATAR, Feb 13 (Reuters) - Mongolia 

will not put a cap on immigration in 2018, 
authorities said on Tuesday, after lawmakers 
rejected new policy proposals that set to put 
tough restrictions on the numbers of foreign 
workers in the remote north Asian nation. 

Some members of Mongolia's parliament sought 
to limit the number of new resident permits 

granted to foreign or stateless people to 100 per 
year in a bid to protect domestic jobs in the 
resource-rich country. 
But the proposal has been rejected, and the 
existing system of quotas on specific business 
sectors will continue, an official with the 
immigration authority said.  

"We don't have a national quota for 2018," the 
official said.  
Last Friday, about 67 per cent of parliament 
voted against further discussions on capping 

the number of immigrants. The vote was one of 
last made before parliament adjourned for the 
Lunar New Year holiday. 
The former Soviet satellite state, squeezed 

between Russia and China and rich in gold and 
copper, has sought to encourage free trade since 
its transition to democracy in 1990, but it has 
been careful to resist any influx in foreign 
labourers. Immigrants currently make up less 
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than 0.4 per cent of the population. 

Last year, Mongolia cut its foreign workforce in 

half, and sent home about 1,200 North Korean 

workers. The Oyu Tolgoi copper-gold mine, run 
by mining conglomerate Rio Tinto, has also been 
under scrutiny for its use of Chinese labourers. 
With just 3.1 million people in an area almost 
the size of Alaska, Mongolia is the world's 
least densely populated country. 

Mongolia saw its economy rebound after a small 
crisis last year following the approval of a $5.5 
billion economic bailout from the International 
Monetary Fund and partners. The assistance has 
helped the country pay off its sovereign debt 
and stabilised the local currency, the tugrik. 
The IMF last week said Mongolia was on 
course to receive another tranche of the 

bailout package after concluding in a regular 
fiscal assessment that the country had met 
key fiscal deficit targets while strong 
international commodity demand was aiding 
the country's recovery. 

Mongolia's budget for 2018 is projected 4.2 
trillion tugrik ($1.75 billion) in GDP growth, with 
a budget surplus of 9.6 trillion tugrik, said the 
parliament’s chairman, Miyeegombyn Enkhbold, 

in his closing address last Friday.  
 
($1 = 2,398 tugrik) 
(Reporting by Terrence Edwards; Editing by Nick 
Macfie) 
(( terrence.edwards@thomsonreuters.com )) 
 
 

Philippines 

Philippines plans debut Panda bond in 

March  

12-Feb-2018  
By Ina Zhou 

HONG KONG, Feb 12 (IFR) - The Republic of 

the Philippines is looking to launch its debut 
Panda bond with a three-year issue in China's 
interbank market in March, according to 
market sources. 

Panda bonds are renminbi-denominated 

securities sold in mainland China by overseas 
issuers. 
The government has received approval from 

the People's Bank of China and the National 
Association of Financial Market Institutional 
Investors for its Panda bond plan, the sources 
said. 

It intends to raise the equivalent of $200 million 
from the three-year note offering. 
Bank of China is lead underwriter and sole 
bookrunner on the offering with Standard 
Chartered Bank as joint lead underwriter. 

 
(Reporting by Ina Zhou; Editing by Steve Garton and 
Daniel Stanton) 
(( Ina.Zhou@thomsonreuters.com ; +852 29126674; 
Reuters Messaging: 
ina.zhou.thomsonreuters.com@reuters.net )) 
 

 

Qatar 

S&P Says Qatar Ratings Affirmed At 

'Aa-/A-1+' Outlook Negative  

10-Feb-2018  
Feb 9 (Reuters) - S&P : 
S&P says Qatar ratings affirmed at 'AA-/A-
1+'; outlook negative. 

S&P says negative outlook primarily reflects 
geopolitical and economic risks from Qatar's 
boycott by several Arab countries over next 12 

months. 
S&P says Qatari authorities have used the 
country's large fiscal assets to mitigate the 
impact of the ongoing boycott by Arab States. 

S&P says could revise outlook to stable if 
perceived that regional tensions had receded 
materially while Qatar's fiscal, external positions 

remained strong. 
S&P says could lower ratings on Qatar if 
economic impact from boycott ultimately turned 
out to be more significant than S&P currently 
anticipates. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Sri Lanka 

Sri Lankan rupee hits record low on 

foreign bond sales after poll results  

12-Feb-2018  
COLOMBO, Feb 12 (Reuters) - The Sri Lankan 

rupee ended down on Monday after hitting a 
record low during the day as foreign investors 
sold government securities following local 
election defeats at the weekend for ruling 
coalition parties. 

President Maithripala Sirisena's centre-left Sri 

Lanka Freedom Party (SLFP) and Prime Minister 
Ranil Wickremesinghe's centre-right United 
National Party (UNP) suffered defeats, raising 
concerns over the future of the unity 

government. 
The surprise win by a political party backed by 
former President Mahinda Rajapaksa, who lost 

the presidential poll in 2015, could undermine 
the island nation's unity government and its 
reform agenda, analysts said. 
Rajapaksa's Sri Lanka Podujana Peramuna 
(SLPP) won control of 231 local councils out of a 
total 340 while Wickremasinghe's centre-right 

United National Party (UNP) took 34 councils and 
the rest were split among other parties. 
Rajapaksa on Monday called for fresh elections 
following the local council polls, which marked 
the strongest rebuff yet to the unity 
government. 

The rupee, which traded at record low of 155.00 

during the day, ended at 154.95/155.05 per 
dollar on Monday, compared with Friday's close 
of 154.27/35 per dollar. It surpassed its 
previous all-time closing low of 154.60/70 hit on 
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Tuesday. 
"There were selling on (treasury) bonds by 
foreigners due to the political uncertainty and 
also the EU listing of Sri Lanka on a money 
laundering blacklist," said a currency dealer. 

"Rupee will be under pressure to depreciate until 
we see a solution to the political uncertainty or 
giving confidence to the market." 
Last week the rupee held steady compared to 

the previous week, but it has fallen 0.95 percent 
so far this year, Thomson Reuters data showed. 
Dealers said they expected the currency to be 
pressured by continued demand by importers for 
dollars. 
They expect a 2-3 percent depreciation in the 
rupee and higher volatility this year on account 

of debt repayments by the government. The 

rupee fell 2.5 percent last year and 3.9 percent 
in 2016. 
President Maithripala Sirisena's administration 
must repay an estimated 1.97 trillion rupees 
($12.85 billion) in 2018 - a record high - 
including $2.9 billion of foreign loans and a total 

of $5.36 billion in interest. 
Foreign investors sold a net 6.03 billion rupees 
worth of government securities in the week 
ended Feb 7. 
The outflow reversed the foreign holding of 
government securities to a net outflow of 171.4 
million rupees so far this year up to Feb. 7, 

central bank data showed. 
The markets will be closed for a public holiday 

on Tuesday. Normal trading will resume on 
Wednesday. 
 
(Reporting by Ranga Sirilal and Shihar Aneez; Editing 
by Neil Fullick) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 

www.twitter.com/rangaba)) 

EUROPE 

 

Belarus 

Belarus Finance Ministry says 

conditions good for Eurobond issue  

16-Feb-2018  
MINSK, Feb 16 (Reuters) - Belarussian Deputy 

Finance Minister Yuri Seliverstov said on 
Friday that conditions looked favourable for 
issuing sovereign Eurobonds. 

The finance ministry had previously said it 
planned to issue Eurobonds worth $600 million 
in the first quarter of 2018. 
Seliverstov also said Minsk expects to receive 
the sixth tranche of a loan from the Russia-

controlled Eurasian Fund in the first quarter of 

this year.  
In 2016 the fund - an anti-crisis tool created by 
six post-Soviet nations - agreed to loan $2 
billion to Belarus. 
 
(Reporting by Andrei Makhovsky; Writing by Polina 

Ivanova; Editing by Maria Kiselyova) 
(( p.ivanova@thomsonreuters.com )) 
 
 

Bosnia 

IMF cuts Bosnia's 2018 growth 

forecast to 3.2 pct from 3.5 pct  

13-Feb-2018  
By Daria Sito-Sucic 
SARAJEVO, Feb 13 (Reuters) - The IMF said on 

Tuesday it had cut Bosnia's 2018 economic 
growth forecast to 3.2 percent from 3.5 
percent previously, citing downside risks from 
domestic politics even as macroeconomic 
conditions remained stable. 

In a report, the International Monetary Fund 
said Bosnia should press on with economic and 
financial reforms to boost growth needed to 
create badly needed jobs and achieve income 
convergence with the European Union that it 
aspires to join. 
The IMF board last week signed off on a 

review of Bosnia's 553-million-euro ($683.07 
million), three-year loan programme and 
approved a disbursement of a 74.6-million-
euro loan tranche after the Balkan country 
met key requirements. 

The global lender released 79.2 million euros for 
ethnically divided Bosnia's two autonomous 
regions in 2016, but the new injection was held 

up for a year due to a failure to implement 

agreed steps to liberalise the economy. 
In its report following the review, the IMF said it 
had supported Bosnian authorities' request for a 
12-month extension of the loan deal and 
rescheduling of payments. It also agreed to 
requested waivers on non-observance of the 
performance criteria, saying the deviations were 

temporary and small.  
Bosnia is heading for presidential and 
parliamentary elections in October, and 
campaigning with nationalist overtones - 
which diplomats say is not helpful for the 
country's economic development and EU 
ambitions - has been heating up. 

But the IMF report said that with the economic 
turnaround in Europe it expected economic 

activity in Bosnia to pick up over the medium 
term, driven by planned public infrastructure 
investment and an implementation of structural 
reforms that should improve the investment 
climate. 
It also said that Bosnia, which is highly 
decentralised with 13 different governments, 

needs to reorient the composition of public 
spending from primarily wage bills to capital 
investments, improve the financial regulation 
framework and strengthen the country's single 
economic space. 
"Priority should be given to upgrading 
physical infrastructure, lowering the fiscal 

and administrative burden on businesses, 
further reforming the labour market, 
improving governing of state-owned 
enterprises and enhancing competition."  
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The IMF underlined the importance of adopting a 

long-delayed deposit insurance law and the need 

to overhaul development banks in Bosnia's Serb 
Republic and Muslim-Croat federation. 
 
($1 = 0.8096 euros) 
(Reporting by Daria Sito-Sucic; Editing by Mark 
Heinrich) 
(( daria.sito-sucic@thomsonreuters.com ; +38733 295 
484; Reuters Messaging: daria.sito-
sucic.thomsonreuters.com@reuters.net )) 
 
 

Croatia 

Croatia borrows more than planned at 

T-bill auction  

13-Feb-2018  

ZAGREB, Feb 13 (Reuters) - Croatia sold 1.3 

billion kuna ($215.71 million) worth of one-
year treasury bills on Tuesday to beat its own 
target with unchanged yield at 0.09 percent, 
Finance Ministry data showed. 

The target was originally set at 1.0 billion kuna, 
while the bids reached 2.33 billion kuna amid 
very good liquidity. Almost 80 percent of the 

bills were soaked up by non-banking investors. 
The ministry occasionally also auctions bills with 
3-month and 6-month maturities as well as 
those denominated in euros. 
After the auction the overall Croatia's short-term 

debt in the local currency rose to 19.53 billion 
kuna from 18.23 billion. 

 
($1 = 6.0266 kuna) 
(Reporting by Igor Ilic; Editing by Matthew Mpoke 
Bigg) ((igor.ilic@thomsonreuters.com; +385 1 4899 
970; mobile +385 98 334 053;)) 
 
 

Croatia seeks to borrow 1.3 bln HRK at 

T-bill auction next week  

15-Feb-2018  
ZAGREB, Feb 15 (Reuters) - Croatia will offer 

1.3 billion kuna ($218.13 million) worth of 
treasury bills at an auction next week, the 
Finance Ministry said on Thursday. 

On Feb. 20, the ministry will again offer one-
year paper which has been the only paper 

offered in several recent auctions as well. 
Occasionally the ministry also offers bills of 
three-month and six-month maturities as well as 
those denominated in euros. 
At this week's auction the ministry raised more 
bills than was the target, with yield flat. 
The benchmark overnight rate on the local 

money market was quoted at 0.31 percent on 
Thursday, and the one-year rate at 0.55 
percent. Daily market rates change at 0900 
GMT. 

 
($1 = 5.9598 kuna) 
(Reporting by Igor Ilic; Editing by Jon Boyle) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 

 

Cyprus 

Fitch: Cyprus Growth Stays Strong, 

Banks Remain a Key Challenge  

14-Feb-2018  

Fitch Ratings-London-February 14: Cyprus's 

strong economic growth and policy continuity 
under its recently re-elected president should 
underpin the country's improving public 
finances, Fitch Ratings says. But very weak 
asset quality in the banking sector remains a 
risk to the recovery. 

GDP grew by 1.1% qoq in 4Q17, according to 
preliminary estimates released today, making it 

the fastest quarterly growth rate last year. 

Overall, GDP grew by 3.9% in 2017 as strong 
private consumption and solid export growth 
(including services exports from tourism) 
boosted the economy. The European 
Commission's winter forecasts released last 
week forecast growth to slow to 3.2% this year 

and 2.8% in 2019. 
The 2017 outturn and the Commission's 
forecasts are broadly in line with Fitch's 

growth assumptions. A broadening economic 
recovery and declining debt were the key drivers 
when we upgraded Cyprus's sovereign rating to 
'BB' from 'BB-' in October. Strong nominal GDP 

growth, budget surpluses, and early debt 
repayment have reduced public debt, which 

stood at 103% of GDP at end-3Q17, a yoy fall of 
more than 7pp, according to Eurostat figures 
released last month. The end-2017 ratio remains 
on track to have fallen below 100%, as we 
forecast in October. 
Economic and fiscal policy continuity is likely 
following the re-election of President Nicos 
Anastasiades in a run-off vote on 4 February. 
While it can be difficult to estimate how far a 
post-crisis economic recovery is cyclical and the 
degree to which it signifies changes in trend 
growth, the strength of the recovery, and 
experience in Ireland and Spain, suggest that a 

medium-term growth rate of 2% is plausible. 
Coupled with gradually increasing effective 

interest rates and continued primary surpluses, 
this would see debt-to-GDP fall to around 80% 
in 2022. 
The main risk to the economic recovery, and a 
key sovereign rating weakness, is the very 

weak asset quality in the banking sector 

following the 2013 crisis. Non-performing 
exposure (NPE) ratios remain stubbornly high 
(43% of gross loans at end-October 2017) and 
constrain new lending. NPEs are declining but 
only gradually despite the private sector's 
improved payment capacity as the economy and 

employment grow. Cleaning up bank balance 
sheets will take considerable time at the current 

pace, while efforts to speed up non-performing 
mortgage resolution could weaken household 
consumption. High external indebtedness is 
another structural weakness that will take time 
to address. 

President Anastasiades has pledged to re-start 
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reunification talks, although it is unclear how 

much substantial progress is possible in the 

near-term. Reunification would create long-term 
economic benefits but would also entail short-
term costs and uncertainties. The recent tension 
between Turkey and Cyprus over the obstruction 
of a ship exploring gas fields south of Cyprus 
illustrates the challenges to reunification. 
The Positive Outlook on Cyprus's sovereign 
rating reflects the firmly declining trend in 

public debt. A record of declining GGGD/GDP, a 
narrowing current account deficit and a 
reduction in external indebtedness would be 
positive for the ratings, as would a reduction in 
private sector debt and bank NPEs that 

materially reduced the sovereign's contingent 
liabilities. 

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

Czech Republic 

Czech government moves to ratify EU 

fiscal compact  

14-Feb-2018  

PRAGUE, Feb 14 (Reuters) - The Czech 

government agreed on Wednesday to seek 
ratification of the European Union's fiscal 
compact on budget stability. 

The Czech Republic is among the last EU 
member states yet to adopt the fiscal pact, 
which places limits on deficits and debt, 
intended to protect the euro single currency. 

Prague, which has not adopted the euro, has 
long met the pact's fiscal targets but had held 
back from ratification. 
A previous Czech government approved the 
fiscal compact in 2014 and it was ratified in 
the upper house of parliament, but not in the 

lower house. The previous Czech government 
determined that it would need a three-fifths 

majority in the lower house, but the new 
government of Prime Minister Andrej Babis 
decided it would require only a simple majority. 
"The government approved the fiscal pact. We 
are the last EU country that has not approved it 
yet," Babis told reporters after a regular 
government meeting. 

"We accept fiscal stability," he said "We have not 
accepted (the parts) which assume entering the 
euro zone, we don't want that." 
Parliament of the EU's newest member 
Croatia gave its nod to the compact in January 
with just the president's signature missing 

now. The only other EU country that has not 
adopted it is Britain, which is leaving the bloc 

next year.  
Babis led a campaign critical of EU policies on 

migration and other issues ahead of an election 

last October but has since tried to dispel the 

image of Czechs as one of the most eurosceptic 
nations. 
Signatories of the compact are obliged to keep 
their budget in balance or surplus with a 
structural deficit below 0.5 percent of the gross 
domestic product under normal conditions. 
The Czechs, like other non-euro zone 
members, do not have to adopt clauses 
containing penalties for missing the fiscal 

targets. These would kick in only with adopting 
of the single currency, which Babis has rejected 
repeatedly. 
Babis's minority cabinet lost a confidence vote 
last month but remains in office while he tries to 

form another administration. 

 
(Reporting by Petra Vodstrcilova; Writing by Robert 
Muller; Editing by Peter Graff) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
 
 

Hungary 

Hungary central bank offers 50 bln 

forints worth of IRS to banks  

15-Feb-2018  
BUDAPEST, Feb 15 (Reuters) - Hungary's 

central bank has offered a total of 50 billion 
forints ($200 million) worth of fixed-rate 5-
year and 10-year interest rate swaps to banks 
on Thursday, the bank said on its Reuters 
page. 

The bank offered 10 billion forints of 5-year 
interest rate swaps at 0.46 percent, and 40 
billion forints worth of 10-year IRS at 1.17 
percent. Results will be announced at 1330 GMT. 

The swaps are part of the bank's monetary 
policy tools announced in November, which also 
include the purchase of mortgage bonds. 
 
($1 = 249.43 forints) 
(Reporting by Gergely Szakacs and Marton Dunai) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
 
 

Macedonia 

Macedonia to sell 2.22 bln denars (36.1 

mln euro) of govt paper on Feb 13  

12-Feb-2018  
SKOPJE (Macedonia), February 12 (SeeNews) - 
Macedonia's finance ministry will offer 2.22 
billion denars ($44.3 million/36.1 million 
euro) of government securities with different 
maturities at an auction on February 13, 
according to notices posted on the website of 
the country's central bank. 

The offer comprises 1.315 billion denars of one-
year Treasury bills, 300 million of six-month 
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Treasury bills, 150 million denars of three-year 

T-notes, 400 million denars of five-year Treasury 

notes and 55 million denars of 15-year T-bonds. 
NBRM will sell the government securities on 
behalf of the finance ministry through a volume 
tender, in which the price and coupon are fixed 
in advance and primary dealers bid only with 
amounts. 

 
(1 euro = 61.45 denars) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Romania 

Fitch: Romania's Loose Fiscal Policy to 

Continue under New PM  

12-Feb-2018  
Fitch Ratings-London-February 12: Romania's 

expansionary fiscal policy looks set to 
continue following last month's change of 
prime minister and this will increase macro-

economic imbalances, Fitch Ratings says. A 
sizeable structural budget deficit leaves the 
public finances more vulnerable to shocks. 

Parliament approved Viorica Dancila as Prime 
Minister on 29 January, after the resignation of 
Mihai Tudose earlier in the month following 
disagreements within the Social Democrat Party 
(PSD), part of the governing PSD-ALDE coalition. 

Dancila's appointment is the second change of 

prime minster in seven months. 
Dancila's cabinet has presented its governing 
programme, which includes proposals for 
further tax cuts and increases to minimum 

wages and pensions. These include increasing 
the minimum monthly wage by a net RON100 a 
year until 2020, annual increases to public 

sector pensions, tax waivers for doctors from 
2019 and eliminating tax on dividends. The 
programme also resurrects a proposal for an 
additional 1pp cut in VAT from January 2019, 
which had been suspended under the previous 
prime minister to meet fiscal targets. These 
measures have yet to be legislated for. 

Pro-cyclical fiscal policy has boosted growth but 

increased the risk of the economy overheating. 
A strong fiscal impulse contributed to robust 
consumption-driven growth of close to 7% in 

2017 - the highest in the EU. With the economy 
operating above capacity, further fiscal easing 
risks increasing macroeconomic imbalances, 

potentially increasing inflationary pressures, 
weakening competiveness and widening the 
current account deficit, which we project to 
average 3.4% of GDP in 2018-2019, from 2.3% 
in 2016. 
The National Bank of Romania raised its key 
policy rate by 25bp on 7 February to 2.5% 

after a 25bp increase in January. Inflationary 

pressures are developing faster than the NBR 
expected and we forecast at least a further 50bp 
of increases this year as inflation remains 
around the upper end of the NBR's target range. 
Dancila's swift appointment avoided the 
immediate prospect of early elections, but has 

not eliminated political tensions, with public 

discontent at the government's judicial reform 

plans and with next year's presidential elections 
approaching. 
Against this backdrop, the government may 
be inclined to keep fiscal policy loose, 
although Romania targets budget deficits 
below the Maastricht ceiling of 3% of GDP 
over the next few years, and this remains an 

important policy anchor. This was evident in 

2017, when the government cut capital 
expenditure to hit the target. However, with no 
proposal for new taxes in the governing 
programme and existing revenue-raising 
measures dependent on improving tax 
compliance (successive tax cuts have decreased 
Romania's tax-to-GDP ratio to one of the lowest 

in the EU), risks of fiscal slippage have risen. 
Our baseline GDP forecast, which projects a 
slowdown in household consumption and tighter 
monetary policy bringing growth rates down to 
3.8% this year and 3.3% in 2019, would see a 
negative impact on government revenue. Fitch's 

forecasts are lower than the government's and 
this partly explains why we think fiscal deficits 
for 2018 and 2019 will exceed the Maastricht 
limit, rising to 3.4% and then 3.6% of GDP, 
respectively. 
We affirmed Romania's 'BBB-'/Stable sovereign 
rating on 12 January. 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

Romania's foreign debt rises to 93.954 

bln euro in 2017  

13-Feb-2018  
BUCHAREST (Romania), February 13 (SeeNews) 
- Romania's foreign debt rose to 93.954 billion 
euro ($116 billion) at the end of 2017 from 
92.91 billion euro a year earlier, the central 
bank, BNR, said on Tuesday. 

The end-2017 figure includes 68.754 billion euro 
in long-term foreign debt, down from 69.645 at 

the end of 2016, BNR said in its 2017 balance of 
payments report, citing provisional data. 
Short-term external debt amounted to 25.200 
billion euro at end-2017, or 26.8% of total 
external debt, up 8.3% year-on-year. 
Long-term external debt service ratio fell to 
20.4% at the end of 2017 from 30% at end-

2016. 
The ratio of BNR’s foreign exchange reserves 
to short-term external debt by remaining 
maturity was 86.4% at end-2017, down from 
90.5% at end-2016. 

The cover of imports of goods and services 
decreased to 5.4 months at end-2017 from 6.3 

months at end-2016. 

 
($=0.8103 euro) 
Copyright 2018 SeeNews. All rights reserved. 
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Russia 

Russia's rising rating comes with 

sanctions stress  

12-Feb-2018  
•Chances of Russia regaining investment 
grade status rising 
•Would pave the way inclusion into crucial 
bond indexes 
•U.S. sanctions could pose a problem for bond 
buyers 

By Marc Jones 
LONDON, Feb 11 (Reuters) - Russia's chances 

of reclaiming the 'investment grade' credit 
rating it lost three years ago are rising, 
potentially causing headaches for index-
tracking bond buyers who will be wary of U.S. 
sanctions.  

A move by Moody's late last month means that 
both it and S&P Global now have Russia's foreign 
currency debt rating just one step away from the 
coveted upper bracket.  

Targeted by Western economic and financial 
sanctions since 2014, after it intervened in 
Ukraine, Russia's economy began to recover last 
year after a steep economic downturn, thanks to 
higher oil prices and some prudent measures by 
the government and central bank.  
With that pick-up ongoing, one of the lowest 

debt levels in the world at just over 16 
percent of GDP, plus nearly half a trillion 
dollars in reserves, many argue the 
reinstatement of Russia's 'investment grade' 
status is long overdue.  

"Our analysis is that the economy and public 
finances are in good shape and can withstand 
new sanctions," Moody's analyst Kristin Lindow 
told Reuters last week. 

That was before the United States published a 
list of oligarchs close to the Kremlin and what 
sanctions may follow is as yet unknown. 
But S&P also has Russia on its upgrade watch 
list and expects to make a decision this year. Its 
next review is due by mid-March.  
Ratings upgrades would not only show 
Moscow is coping with Western sanctions, but 
also make its bonds of high enough quality for 
the super-sized pension funds and more 
conservative exchange-traded funds that only 
hold 'investment grade' assets. 

Russian central bank figures show that foreign 
buying of the country's dollar and other non-
rouble debt started to pick up last year having 
been in an almost continual decline since 2011. 

But a restored investment grade could really rev 
it up.  
"It is a big deal crossing the investment grade 
threshold," said David Riley, head of credit 
strategy for BlueBay asset and former top 
sovereign analyst at another ratings agency, 

Fitch. 
"It broadens and deepens the investor base and 
opens the door to some of the (investment 
grade-only) aggregate bond indices."  
For instance, the Bloomberg Barclay's Global 

Aggregate index - which Russian foreign debt 

will join if the country regains investment grade 

- acts as a performance benchmark for funds 
managing trillions of dollars. 
That influences buying behaviour, because as 
any money manager knows, if you stray too far 
from the benchmark then you better be right. 
"I would say that once it (investment grade) 

happens, a good number of investors that are 
benchmarked to those IG indices would buy," 
said Allianz Global Investor's CIO of EM fixed 
income Greg Saichin.  
PANDORA'S BOX 
More demand for its debt should bring real 
benefits to Moscow. 

UniCredit analysts calculate that for every 1 
percentage point increase in foreign ownership 

of an emerging market country's debt, a 
government's yields - effectively what it pays to 
borrow - drop by about 12 basis points on 
average. 
Russia's situation certainly isn't straightforward, 

though. 
What if the indexes give the green light to 
Russia's inclusion and then the United States 
slaps sanctions on its debt, as has been talked 
about in Washington recently? 

That could potentially expose global funds, 
which are some the biggest customers of both 
the index providers and S&P and Moody's, to 

legal headaches. 
Abhishek Kumar, lead EM portfolio manager at 

State Street Global Advisors, who expects a 
Russian upgrade this year, thinks this worry has 
been one of the things that has been holding the 
agencies back over the last year. 
"It will open a Pandora's box for their clients," 

Kumar said. "You will have a massive issue: 
what happens? Do you buy? do you not buy?"  
BlueBay's Riley agreed. "It is a material issue 
any investor has to be aware of," he said. 
 
(Additional reporting by Sujata Rao in London and 
Katya Golubka in Moscow; editing by Giles Elgood) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs)) 
 
 

Russia continues to work on potential 

yuan OFZ bonds deal  

15-Feb-2018  
SOCHI, Russia, Feb 15 (Reuters) - The Russian 

finance ministry continues to work on a 
potential issue of yuan-denominated OFZ 
bonds although it was not guaranteed to go 
ahead, finance minister Anton Siluanov said 
on Thursday. 
Russia has long planned to issue OFZ bonds in 
yuan as one means of protecting itself against 

a possible extension of U.S. sanctions. In 

November, the ministry held a non-deal 
roadshow in Hong Kong to pitch the instrument 

to Asian investors.  
Siluanov's deputy, Sergei Storchak, was earlier 
quoted as saying by TASS news agency that the 
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ministry had postponed plans to issue OFZ 

bonds in yuan. 

"We have not postponed. We continue to work 
as we were working. It is not a fact that we will 
do this but we are working (on the deal)," 
Siluanov said later on Thursday.  
The share of foreign investors with holdings 
of Russian treasury bonds, known as OFZs, 
increased to 33.1 percent as of Jan. 1 from 

32.1 percent a month earlier.  

In August, U.S. President Donald Trump signed 
into law a new package of sanctions drafted by 
U.S. lawmakers.  
One of the provisions asked the U.S. Treasury 
Secretary to submit a report on the impact of 
expanding sanctions to cover Russian sovereign 

debt. However, earlier this month, the U.S. 

Treasury Department said that expanding 
sanctions on Russia to include new sovereign 
debt would have "negative spillover effects" on 
global financial markets and businesses.  
Russia has said in the past it planned to raise 
the equivalent of $1 billion in yuan through the 

OFZs. 
 
(Reporting by Katya Golubkova and Darya 
Korsunskaya; Editing by Toby Chopra) 
(( ekaterina.golubkova@thomsonreuters.com ; +7 495 
775 1242; )) 
 
 

Serbia 

Serbia's central bank to buy euros to 

stem dinar gains  

14-Feb-2018  
BELGRADE, Feb 14 (Reuters) - Serbia's central 

bank will likely buy an unspecified quantity of 

euros on the local interbank market on 
Wednesday to stem dinar gains prompted by 
auctions of treasury bonds, governor 
Jorgovanka Tabakovic said.  

In addition to two sales of treasury bonds held 
on Feb. 6 and Feb. 13, Serbia's Debt Agency 
scheduled three more auctions this month for 
Feb. 20, 27 and 28. In the first quarter the debt 

agency plans to sell a total of 129.75 billion 
dinars. 
"We will likely have to intervene today on the 
purchase side so the dinar will not strengthen 
as there are pressures because of auctions 
this month," Tabakovic said at a presentation 
of bank's February inflation report.  

On Wednesday, the dinar traded at the rate of 
between 118.03 to 118.32, largely unchanged 

from the day before. It has gained 0.3 percent 
since the beginning of the year.  
Tabakovic told journalists that the strengthening 
of the dinar was due to higher demand by 
foreign portfolio investors who are buying dinar 
denominated debt.  

She said low inflation could give room for the 

central bank to cut the benchmark rate, but its 
future policy would depend on external 
influences such as U.S. Federal Reserve and 
European Central Bank policies as well as oil 

prices.  

Last week the bank kept its benchmark rate at 

3.5 percent on citing Thursday, citing 
uncertainties in global markets, among other 
things. 
Another rate rise by the Federal Reserve in 
March, and a potential further reduction of the 
European Central Bank quantitative easing 

programme, could curb investors’ appetite for 
emerging markets including Serbia.  
Belgrade's central bank projects inflation to 
remain within its target range of between 1.5 
and 4.5 percent over the next two years.  
 
(Reporting by Ivana Sekularac; writing by Aleksandar 
Vasovic; Editing by Mark Heinrich) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
 
 

Slovenia 

Slovenia's gross foreign debt inches 

down in Dec  

13-Feb-2018  
LJUBLJANA (Slovenia), February 13 (SeeNews) – 
Slovenia's gross foreign debt edged down 
0.09% month-on-month to 43.46 billion euro 
($53.5 billion) at the end of 2017, preliminary 
central bank data showed on Tuesday. 

Net external debt rose to 9.59 billion euro at the 

end of December from 9.48 billion euro at the 
end of November, the data indicated. 
General government gross foreign debt dropped 
2.0% on the month, reaching 21.77 billion euro 
at end-December. The debt of the central bank 
rose to 3.65 billion euro at end-December from 
2.96 billion euro a month earlier. 

The debt of deposit-taking corporations, 
excluding the central bank, decreased 1.9% 
month-on-month to 3.78 billion euro at end-
December, the debt of the non-financial sector 
dropped 1.3% to 10.62 billion euro, and inter-
company lending edged down to 3.64 billion 

euro from 3.72 billion euro. 
 
($=0.811592 euro) 
Copyright 2018 SeeNews. All rights reserved 
 
 

Slovenia sells 84 mln euro in 3-mo, 6-

mo, 12-mo T-bills, yields rise  

15-Feb-2018  
LJUBLJANA (Slovenia), February 15 (SeeNews) - 
Slovenia raised 84 million euro ($104.9 
million) through the sale of three-month, six-
month and twelve-month Treasury bills, 
above its 70 million euro target, data from the 
country's finance ministry showed. 

Three-month Treasury bills worth 8 million euro 

were sold at a yield of -0.37%, up slightly from 
a yield of -0.38% at a similar auction held on 
September 5, the finance ministry said earlier 
this week. 
The ministry auctioned 25 million euro in six-



 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  18 

month Treasury bills at a yield of -0.37%, up 

also from a negative 0.38% achieved on Octobar 

4. It also raised 51 million euro in one-year 
government papers at a -0.35% yield. At the 
last auction of one year Treasury bills on 
October 4, the yield stood at a negative 0.36%. 
 
($=0.8004 euro) 
Copyright 2018 SeeNews. All rights reserved. 

 
 

Turkey 

Turkish January budget surplus 1.7 bln 

lira  

15-Feb-2018  

ANKARA, Feb 15 (Reuters) - The Turkish 

budget showed a surplus of 1.7 billion lira 
($451 million) in January, Finance Minister 
Naci Agbal said on Thursday, compared with a 
surplus of 11.4 billion lira in the same period 
a year earlier. 

Current economic activity showed that tax 

revenues in 2018 will meet medium-term 
targets, Agbal said in a written statement. 
The January budget produced a primary surplus 
of 7.7 billion lira, down from a surplus of 18 
billion lira the previous year, the statement said. 
 
($1 = 3.7665 liras) 

(Reporting by Ece Toksabay; Editing by Daren Butler) 
(( ece.toksabay@tr.com ; +90 312 2927022; Reuters 
Messaging: ece.toksabay.reuters.com@reuters.net )) 

LATIN AMERICA AND 
CARIBBEAN 

 

Colombia 

Fitch Says Colombia's 2019 Fiscal 

Targets Require Spending Control  

12-Feb-2018  
Feb 12 (Reuters) - Fitch: 
Fitch says Colombia's 2019 fiscal targets 

require spending control. 

Fitch says an increase in Colombia's revenues 
will make reaching its 2018 deficit target more 
likely. 
Fitch says do not expect major changes to 
Colombia's macroeconomic framework from 
new government, no matter who wins 
congressional & presidential elections. 

Fitch says reaching Colombia's 2019 fiscal 

targets, will likely depend largely on reducing 
spending, which has been steady over last five 
years. 
Fitch says Colombia's oil sector's outlook is 
improving as well, with production and 

investment expected to increase in 2018-2019. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 

 

Cuba 

Cuba creditors offer "very significant 

relief" in debt proposal  

14-Feb-2018  
•Cuba's financial situation worsens 
•Creditor group reached out to Cuba in late 
Jan 
•Another chance to reach amicable 
understanding 

By Karin Strohecker 
LONDON, Feb 13 (Reuters) - Cuba's commercial 

creditors have offered "very significant debt 

relief" in a proposal sent to cash-strapped 
Havana in late January, according to two 
advisers to the group, in a sign that holders of 
the defaulted debt are ready to ramp up the 
pressure. 

The communist-run island has seen its financial 
situation deteriorate in recent months following 
the deepening of Venezuela's economic crisis, 
lower revenue from commodity and related 

exports, devastation wrought by Hurricane Irma 
and tightening of business and travel restrictions 
by the U.S. administration under President 
Donald Trump. 
In 2015, Cuba reached a debt deal with 
members of the Paris Club of creditor nations, 
but having not dealt with its defaulted 
commercial creditors in the London Club 

means the country is in effect shut out of 
international capital markets.  

"The committee reached out to Cuba in late 
January," said Rodrigo Olivares-Caminal, 
coordinator of the creditor group and a law 
professor at London's Queen Mary University. 
"We have made a good faith proposal to the 
government."  

The creditor group holds obligations 
representing a face value of $1.4 billion worth of 
Cuban debt and is made up of three funds - 
Stancroft Trust Ltd, Adelante Exotic Debt Fund 
Ltd and CRF I Ltd - as well as one commercial 
bank. 
"We are trying to give the country another 
chance to reach an amicable understanding 
with creditors," Olivares-Caminal told 
Reuters. "This would give them very 
beneficial terms to remedy their situation vis-
à-vis capital markets." 

While details of the proposal were confidential, it 
would convey "very significant debt relief" said 
Lee Buchheit at Cleary Gottlieb Steen & 
Hamilton LLP, one of the world's top 

restructuring lawyers who was retained by the 
group last year. 
CASH CRUNCH 
"Cuba negotiated a generous debt relief 
package with most of its bilateral creditors at 

the very end of 2015," Buchheit told Reuters. 

"The London Club offer draws on certain features 

of the deal with the bilateral creditors but in 
some respects it is even more generous to the 
Cubans." 
Under the 2015 deal, a number of Paris Club of 
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creditor nations forgave $8.5 billion of $11.1 

billion official debt it had defaulted on through 

1986, plus charges. Repayment of the 

remaining debt was structured over 18 years, 
and Havana paid the first two instalments due 
since. 
As part of the accord, some creditors were 
also preparing to swap debt for an equity 

stake in local development projects. This was 
seen as a breakthrough with Cuba agreeing for 

the first time to give rich capitalist countries 
equity in development projects in sectors like 
manufacturing and agriculture.  
Cuba does not publish up-to-date information 
on its foreign debt, citing a need to keep 
sensitive economic information from 
Washington, which it has long accused of 
trying to disrupt its financial and trade 
relations under a comprehensive U.S. 

sanctions regime. 

However, the creditor group estimated it was 
holding at least 50 percent of Cuba's private 
sector debt. Olivares-Caminal added the 
proposal would be open for a limited period of 
time, though declined to give further detail.  
Cuba's cash crunch and lower oil supplies from 

Venezuela have forced the government to slash 
imports and reduce the use of fuel and 
electricity. 
 
(Reporting by Karin Strohecker, Editing by William 
Maclean) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Mexico 

Fitch Says Mexican Economic, Fiscal 

Resilience To Be Tested In 2018  

13-Feb-2018  

Feb 13 (Reuters) - Fitch: 
Fitch says Mexican economic, fiscal resilience 
to be tested in 2018. 

says Mexico maintained a moderate pace of 

economic growth and fiscal consolidation in 
2017, despite numerous shocks. 
says while Mexico's growth trend should remain 

stable in 2018, challenges preventing a 
significant acceleration in GDP growth will 
remain. 
says its base case remains that Nafta 
renegotiations will not significantly affect trading 
relationship between U.S and Mexico. 
says expects government to meet its fiscal 

deficit goals for 2018, however weaker than 
anticipated growth and election cycle pose 
downside risks. 

says eventual Nafta deal is unlikely to "seriously 
damage" Mexico's export competitiveness, even 

with likely changes to the treaty. 
says prolonged Nafta negotiation process could 
still negatively affect Mexico's investment and 

growth in near term. 
says Mexican general election in July could add 

to long-term policy uncertainty. 

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

Venezuela 

Venezuelan oil company PDVSA's 

bonds hit by EMTA market move  

12-Feb-2018  
LONDON, Feb 12 (Reuters) - Emerging markets 

trade group EMTA has recommended that 
bonds issued by Venezuela's state-owned oil 
firm PDVSA should be traded "flat", or 
without accrued interest, the way bonds in 

default are typically traded. 

The move follows a similar advisory from EMTA 
on Venezuelan sovereign bonds last month and 
is likely to extinguish any lingering belief that 
Caracas might try and avoid a default by PDVSA 
-- the source of 90 percent of Venezuela's export 
revenue -- to protect its key oil assets. 
Venezuela is undergoing a major crisis, with 
quadruple-digit inflation and shortages of 
food and medicine. Economists consistently 
describe a 15-year-old currency-control 
system as the principal obstacle to 
functioning commerce and industry. 

While the government has vowed to stay current 
on its debt, it has also deferred payments into 
grace periods and beyond. It says U.S. sanctions 

are to blame for the delays. 
Between its sovereign bonds and the debt of 
PDVSA, Venezuela is behind on more than 
$1.6 billion in payments, with a good portion 
of it falling outside the grace periods, 
Japanese bank Nomura said in a recent note. 

Figures from last year showed Venezuela's 
government debt totalled just over $140 billion. 
Analysts estimate that PDVSA has around $50 

billion. 
Legal experts say PDVSA is vulnerable to 
litigation because its offshore assets could be 
targeted by creditors. 
"In a shooting war with creditors, immense 
pressure could be brought on Venezuela," Lee 

Buchheit, one of world’s top sovereign debt 

restructuring lawyers, has said recently.  
For a graphic on PDVSA's problems click: 
tmsnrt.rs/2vc01II 
 
(Reporting by Marc Jones in London and Paul Kirby in 
New York, editing by Alexander Smith, Larry King) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 

AFRICA 
 

Algeria 

Algeria eyes subsidy reforms to help 

close budget deficit in 3 or 4 years  

10-Feb-2018  
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DUBAI, Feb 10 (Reuters) - Algeria's 

government is looking at reforms to its 
subsidy system as it seeks to eliminate the 
state budget deficit within about three to four 
years, its finance minister Abderrahmane 
Raouia said on Saturday. 

The government may cut gasoline subsidies in 
2019 and other subsidies in 2020, Raouia told 
reporters on the sidelines of a meeting of Arab 
finance ministers and International Monetary 

Fund officials to discuss fiscal reforms in the 
region. 
He declined to specify what subsidies might 
be cut in 2020, beyond saying the current 
subsidy system kept prices low for a wide 
range of goods and services, from electricity 
to bread and cooking oil. 

Raouia stressed that subsidy cuts would occur in 

the context of reforms to make the system more 

efficient and more supportive of lower-income 
Algerians. 
Algeria depends heavily on oil and gas revenues, 
and its finances have been helped by a rebound 
of global oil prices in recent months, as well as 
by cuts in state spendingf. The IMF estimates it 

ran a fiscal deficit of 3.2 percent of gross 
domestic product last year, against 13.5 percent 
in 2016. 
Raouia said the government did not expect to 
need to borrow money this year, although 
borrowing could not be ruled out next year. 
 
(Reporting by Andrew Torchia) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

Angola 

Angola appoints Goldman, Deutsche, 

ICBC to lead $2 bln Eurobond issue  

14-Feb-2018  
LUANDA, Feb 14 (Reuters) - Angola has 

appointed three international banks to lead a 
$2 billion Eurobond issue later in February, 
Finance Minister Archer Mangueira said on 
Wednesday. 

"The process to issue the Eurobonds is 
scheduled still for the month of February. There 
is an amount of banks that are working with the 
finance ministry for the preparation of this 
issuance. Amongst those are Goldman Sachs, 
Deutsche Bank and the ICBC of China," he told a 
media briefing in Luanda. 

 
(Reporting by Herculao Coroado; Writing by Mfuneko 
Toyana; Editing by Ed Cropley) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

Angola approves 2018 state budget 

forecasting 4.9 pct growth  

14-Feb-2018  

LUANDA, Feb 14 (Reuters) - Angolan 

lawmakers on Wednesday approved a 9.6 
trillion kwanza ($45.69 billion) state budget 
for this year forecasting 4.9 percent economic 
growth, well beyond the 1.6 percent expected 
by the International Monetary Fund. 

Oil-rich Angola's economy took a hit from the 
slump in global commodity prices from mid-2014 
and has struggled to recover. 
The budget predicts a fiscal deficit of 2.9 percent 

of gross domestic product. 
Minister for Economic Development Manuel 
Nunes Júnior said this year's targets could be 
revised if necessary. He added that Angola 
would need to reduce debt levels, given revenue 
difficulties. 
 
($1 = 210.1150 kwanzas) 
(Reporting by Herculano Coroado; Writing by 
Alexander Winning; Editing by Peter Graff) 
(( southafrica.newsroom@thomsonreuters.com )) 
 
 

Egypt 

Egypt wants more market stability 

before Eurobond issue  

10-Feb-2018  
By Andrew Torchia 
DUBAI, Feb 10 (Reuters) - Egypt is considering 

plans for a Eurobond issue but wants to see 
more stability in global financial markets 

before it goes ahead, Egyptian finance 
minister Amr El Garhy said on Saturday. 

"We want to find the right time and we hope to 
do this in the next few days," Garhy told Reuters 
on the sidelines of a financial conference in 
Dubai, when asked if this week's swings in 
global markets could affect the planned issue. 
"We need to see more stability," he added. 

The issue is expected to be around $3 billion to 
$5 billion in size, he said. 
Last Sunday, before last week's massive 
volatility in global equity and U.S. Treasury 
markets, Garhy said Egypt expected to issue 
U.S. dollar-denominated Eurobonds worth $4 
billion to $5 billion within days. 

Garhy also provided figures suggesting foreign 

holdings of Egyptian Treasury bills, which soared 
after the late 2016 devaluation of the Egyptian 
pound, were continuing to rise. 
Those holdings most recently totalled about 
$20.2 billion, he told reporters. In early 
December, they were a record $19 billion, 
according to central bank data. 

The figures indicated that falls in T-bill yields 
over recent weeks had not caused a big exodus 
of foreign money out of the bills. The yield on 
182-day bills fell to 17.358 percent at an auction 
this week from 22.278 percent in mid-July. 
Inflation has also been coming down after a 

spike in the months after the currency 

devaluation; annual urban consumer price 
inflation eased to 17.1 percent in January from 
33.0 percent in July. 
"Inflation is on a good path," Garhy said when 



 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  21 

asked about the trend. 

Asked when the government might next cut fuel 

subsidies in order to strengthen its finances, 
Garhy declined to discuss a time frame, saying 
merely that the government was addressing the 
issue under a long-term reform plan. 
 
(Reporting by Andrew Torchia) 
(( Sarah.Dadouch@thomsonreuters.com ;)) 

 
 

Egypt issues $4 billion in Eurobonds  

14-Feb-2018  

•$4 billion raised at prices similar to issuance 
last May 
•Sale secured $12 billion in bids despite 
market instability 

By Ehab Farouk 

CAIRO, Feb 14 (Reuters) - Egypt has raised $4 

billion in a dollar-denominated Eurobond sale 
that closed late on Tuesday, the finance 
ministry said, part of a drive to plug its budget 
deficit and boost dollar holdings as it pursues 
an IMF-backed reform programme. 

The bonds were issued in five, 10- and 30-year 
tenors at 5.58 pct, 6.59 pct and 7.9 pct, 
respectively - prices on par with Eurobonds it 

sold last May. 
The issuance attracted $12 billion in bids, and 
were sold "despite the instability of the global 
market, which reflects the great confidence in 
the Egyptian economic reform programme," 

Finance Minister Amr El Garhy told Reuters. 
Egypt in late 2016 agreed to a three-year $12 
billion IMF loan programme tied to sweeping 
reforms that include tax hikes and subsidy 
cuts aimed at enticing back investors that fled 
after its violent popular uprising in 2011. 

Garhy said Egypt would begin talks this month 
with European banks to issue euro-denominated 
Eurobonds expected to be valued at 1-1.5 billion 
euros and sold next April, he said. 

Egypt's foreign debt rose to $80.8 billion in the 
quarter that ended in September. 
The finance ministry said the latest Eurobond 
issuance would be used to boost central bank 
reserves, which stood at $38.209 billion at the 

end of January.  
Reserves have steadily climbed since Egypt 

clinched the IMF loan and floated its pound 
currency in 2016, roughly halving it in value 
but drawing dollars back into a banking 
system that was grappling with an acute 
foreign currency shortage. 

Egypt last year sold a total of $7 billion in 
Eurobonds over two issuances, part of its return 
to international markets after turmoil following 
the ouster of President Hosni Mubarak in 2011. 

 
(Reporting by Ehab Farouk; Writing by Amina Ismail 
and Eric Knecht; Editing by Mark Heinrich) 
(( Hesham.Hajali@thomsonreuters.com )) 
 

 

Kenya 

Fitch Rates Kenya's Upcoming USD 

Notes 'B+(EXP)'  

12-Feb-2018  
Fitch Ratings-Hong Kong-February 12: Fitch 
Ratings has assigned Kenya's upcoming 
senior unsecured USD-denominated notes an 
expected rating of 'B+(EXP)'. 

The assignment of the final rating is contingent 
on the receipt of final documents materially 
conforming to information already reviewed. 

KEY RATING DRIVERS 
The expected rating is in line with Kenya's Long-
Term Foreign-Currency Issuer Default Rating 

(IDR) of 'B+', which has a Stable Outlook. 
RATING SENSITIVITIES 
The rating is sensitive to changes in Kenya's 
Long-Term Foreign-Currency IDR. 

On 9 February 2018, Fitch affirmed Kenya's 
Long-Term Foreign-Currency IDR at 'B+' and 
revised the Outlook to Stable from Negative. The 
Long-Term Local-Currency IDR is also 'B+' with 
a Stable Outlook. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 

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

Moody's Downgrades Government Of 

Kenya's Issuer Rating To B2 And 

Assigns Stable Outlook  

13-Feb-2018  
Feb 13 (Reuters) - Moody's Corp: 
Moody's downgrades government of Kenya's 
issuer rating to B2 and assigns stable outlook. 
Moody's says expects Kenya's fiscal metrics to 
continue deteriorate, as large primary deficits 
combine with worsening debt affordability 
,rising debt levels. 

Moody's on Kenya says lowered long-term 
foreign-currency bond ceiling to Ba3 from Ba2 
and the long-term foreign-currency deposit 
ceiling to B3 from B2. 
Moody's on Kenya says lowered the long-term 
local-currency bond and deposit ceilings to Ba2 
from Ba1. 

Moody's says Kenya's government will continue 
to face liquidity pressures due to large financing 
needs, increased reliance on sources of financing 
with less predictable costs. 
 
(( Bangalore.newsroom@thomsonreuters.com ;;)) 
 
 

Kenya, marketing new Eurobonds, 

angered by Moody's downgrade  

15-Feb-2018  
By Duncan Miriri 
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NAIROBI, Feb 15 (Reuters) - Kenya has 

questioned a decision by credit ratings agency 
Moody's to downgrade the East African 
country's debt at a time when senior officials 
are travelling abroad to market new dollar 
bonds.  

Moody's downgraded Kenya's rating to "B2" from 
"B1" on Tuesday and assigned a "Stable" 
outlook. It cited concerns about a gaping fiscal 
deficit for the downgrade. 

Its action came as the finance minister, Henry 
Rotich, leads a roadshow abroad for new 
Eurobonds to raise a minimum of $1.5 billion. 
Moody's said it expected Kenya's government 
debt to increase as officials raise spending, while 
struggling to boost revenue and trying to cope 
with higher interest rate payments. 
Kenya's total debt has risen to about 50 
percent of GDP since 2013, as it borrowed 
locally and abroad to build new infrastructure 
projects like a modern rail line from Nairobi to 
the port of Mombasa. 

Geoffrey Mwau, director general for budget, 
economic and fiscal affairs at the Treasury, said 
Moody's had not taken account of Kenya's 

positive economic fundamentals, with growth 
expected to rebound to 5.8 percent this year. 
He said the fiscal deficit, which peaked at 8.9 
percent of GDP in the 2016/17 (July-June) year, 
was set to fall to 7 percent at the end of this 
fiscal year, and to less than 5 percent in three 
years. 

"This shows you how serious we are," he said. 
Investors have however expressed scepticism at 
the plan and said the government will likely have 
to pay a premium for the new issues. 
Kenya's 2019 issue is trading with a yield of 
3.717 percent and the 2024 bond has a yield of 
6.651 percent. 

"Compared to their secondary market curve ... I 
would think they need to offer at least 40 to 50 
basis points," said Sergey Dergachev, senior 
portfolio manager at Union Investment in 
Frankfurt. 
Memories of last year's bitter presidential 
election contest, which ended with President 

Uhuru Kenyatta securing a second term, could 

also affect pricing of the issue. 
Kenyatta's rival, opposition leader Raila Odinga, 
has accused the government of failing to 
account for $2 billion raised in the country's 
debut issues in 2014. 
"I would price a decent room for risk," said Regis 

Chatellier, director, emerging markets sovereign 
credit strategy at Societe Generale in London.  
 
(Additional reporting by Karin Strohecker in London; 
Editing by David Holmes) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
 
 

Malawi 

Malawi's economy to grow as much as 

5 percent in 2018  

14-Feb-2018  

LILONGWE, Feb 14 (Reuters) - Malawi's 

economy is expected to grow by 3 to 5 
percent in 2018 and by as much as 7 percent 
in the medium term as the southern African 
nation recovers from drought-induced 
stagnation, the International Monetary Fund 
said on Wednesday.  
"Growth will be supported by enhanced 
infrastructure investment and social services as 
well as an improved business environment," the 
international lender said in a statement at the 
end of a country mission that included meetings 
to discuss the extension of a multi-million dollar 
loan. 

Malawi has a total public debt of $3.50 billion, 

with about a third of that in external debt. 
 
(Reporting by Frank Phiri; Editing by Hugh Lawson) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

Mali 

Mali's debut sale of Islamic bonds to 

fund social housing  

14-Feb-2018  
SYDNEY, Feb 14 (Reuters) - The government of 

Mali will complete its first sale of Islamic 
bonds, or sukuk, this week using a lease-
based structure linked to affordable housing 
projects, the transaction's offering document 
shows. 
The West African nation aims to raise 150 billion 
CFA franc ($285 million) via a seven-year deal 
that carries a profit rate of 6.25 percent, with 
subscriptions set to close on Friday. 

Mali joins a growing number of African countries 
in selling sukuk, efforts aimed at developing 
Islamic finance domestically and tapping 
demand from Gulf investors. 
The sukuk uses a structure known as ijara, a 
sale and lease-back contract commonly used 
in Islamic finance, that is underpinned by 
social housing projects in N'Tabacoro, part of 

the commune of Kati in the southwest of the 
country. 

Islamic finance operates according to religious 
principles that include a ban on paying interest 
and shun outright monetary speculation. 
Several governments want to develop the sector 
as a way to expand financial access and 
inclusion among Muslim communities, in 

particular across rural areas. 
The sale is being arranged by the Jeddah-based 
Islamic Corporation for the Development of the 
Private Sector (ICD), which has advised the 
governments of Togo, Ivory Coast and Senegal 

on their own sovereign sukuk. 

The sukuk assets are managed by Taiba 
Titrisation, a Senegal-based subsidiary of the 
ICD. 
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(Reporting by Bernardo Vizcaino; Editing by 
Gopakumar Warrier) 
(( Bernardo.Vizcaino@thomsonreuters.com ; Telf: 
+61293218168; Reuters Messaging: 
bernardo.vizcaino.thomsonreuters.com@reuters.net )) 

 
 

Nigeria 

Fitch Rates Nigeria's Upcoming USD 

Notes 'B+(EXP)'  

15-Feb-2018  
Fitch Ratings-Hong Kong-February 15: Fitch 

Ratings has assigned Nigeria's upcoming 
senior unsecured USD denominated notes an 
expected rating of 'B+(EXP)'. 

The assignment of the final rating is contingent 
on the receipt of final documents materially 

conforming to information already reviewed. 
KEY RATING DRIVERS 
The expected rating is in line with Nigeria's 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR) of 'B+', which has a Negative 
Outlook. 
RATING SENSITIVITIES 

The rating is sensitive to any changes in 
Nigeria's Long-Term Foreign-Currency IDR. 
On 31 August 2017, Fitch affirmed Nigeria's 
Long-Term Foreign-Currency IDR at 'B+' with a 
Negative Outlook. The Long-Term Local-
Currency IDR is also 'B+' with a Negative 

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

Nigeria launches US$2.5bn dual-

tranche bond  

15-Feb-2018  
By Sudip Roy 

LONDON, Feb 15 (IFR) - Nigeria has launched a 

US$2.5bn dual-tranche bond, according to a 
lead. 

The sovereign is bringing a US$1.25bn 12-year 

bond at 425bp over Treasuries and a US$1.25bn 
20-year tranche at plus 455bp. 
Demand for the offering is in excess of 
US$11bn. 
The final spreads compare with guidance of plus 
437.5bp area and plus 475bp respectively. 
Initial pricing levels were 450bp area and 

487.5bp area. 
The 144A/Reg S deal is today's business via 
Citigroup (B&D) and Standard Chartered. 

Expected issue ratings are B2 by Moody's, B by 
S&P and B+ by Fitch. 
 
(Reporting by Sudip, Roy, Editing by Helene Durand) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; )) 

 
 

South Africa 

Moody's says focused on policy 

implications from Zuma's resignation  

15-Feb-2018  
JOHANNESBURG, Feb 15 (Reuters) - Ratings 

agency Moody's said it was closely monitoring 
developments in South Africa and was focused 
on the policy implications of Jacob Zuma 
stepping down as head of state. 

Moody's, which is scheduled to review the 
country's credit rating next month, said the key 

points about Zuma's resignation from a credit 
perspective would be the new leadership's 

response to economic challenges and the 
progress it makes in implementing reforms. 
 
(Reporting by Alexander Winning; Editing by James 
Macharia) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
 
 

South Africa rating outlook not 

immediately affected by leadership 

change-S&P  

15-Feb-2018  

LONDON, Feb 15 (Reuters) - South Africa's 

sovereign credit ratings and outlook will not 
be immediately affected by the change of the 
country's leadership, the S&P Global agency 
said on Thursday. 

Cyril Ramaphosa who has taken over as South 
African president from the departing Jacob Zuma 
"will require time to design and implement 

measures to improve economic growth and 
stabilize public finances, given the structural and 
institutional challenges that South Africa faces," 
S&P said. 
The agency rates South Africa's foreign currency 
debt at BB with a stable outlook and its local 

currency debt at BB+ with a stable outlook. Both 

ratings are in the sub-investment grade or 'junk' 
category. 
Rival agency Moody's earlier said it was 
"monitoring" developments 
 
(Reporting by Marc Jones, editing by Sujata Rao) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 

https://twitter.com/marcjonesrtrs) ) 
 
 

Zambia 

IMF dismisses Zambia's latest 

borrowing plans as unsustainable  

16-Feb-2018  
LUSAKA, Feb 16 (Reuters) - The International 

Monetary Fund (IMF) has rejected Zambia's 

http://www.fitchratings.com/
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latest borrowing plans, saying they risk 
undermining the nation's debt sustainability, 

the lender said on Friday. 

The IMF said the latest borrowing plans provided 
by authorities in the southern African nation 
compromised the country's debt sustainability 
and risked undermining its macroeconomic 
stability and living standards of its people. 
 
(Reporting by Chris Mfula; Editing by James Macharia) 
(( james.macharia@thomsonreuters.com ; Tel: +27 11 
775 3168; Reuters Messaging: 
james.macharia.thomsonreuters@reuters.net )) 

GLOBAL 

 

Global growth outlook seen intact as 

stock market rebounds  

12-Feb-2018  
By Richard Leong 

NEW YORK, Feb 12 (Reuters) - Wall Street's 

solid rebound on Monday following a two-
week roller-coaster ride preserved investors' 
outlook that the global economy remains on a 
steady growth path, analysts said. 

Goldman Sachs and other analysts pointed to a 
number of factors behind their upbeat global 
forecast including China's plan to generate high 
single-digit growth, Europe's re-emergence from 

its sovereign debt woes, and U.S. tax cuts and 
increased spending. 
Goldman Sachs analysts said the current 
market turbulence poses only a "modest" risk 
to their "optimistic" view on the global 
economy. Goldman estimated the global 
economy was expanding at 5.2 percent in 
January. 

"The history of market corrections during times 

of strong economic data suggests that this 
correction will more likely be short and shallow 
than long and protracted," they wrote in a 
research note published late Sunday. 
However, analysts' optimism could wither if 
market turbulence persists and stock losses pile 

up. That would hurt consumer confidence, and 
slow investments and spending. 

The two-week sell-off pushed the Dow and S&P 
500 into the red from their record peaks, down 
0.5 percent and 0.7 percent for the year, 
respectively as of Monday. Nasdaq clung to a 1.1 
percent gain after rising as much as 8.7 percent 

from its all-time peak on Jan. 26. 
Many analysts blamed the stock market sell-
off in recent weeks on rising bond yields with 
10-year Treasury yields at a four-year high, 
and soured bets that market volatility would 
stay low. 

For now, analysts said a near wipe-out of stock 
gains in early 2018 were overdue following a 
blockbuster 2017 when major U.S. stock indexes 

produced their best annual performance since 

2013. 
As such, the U.S. economy is on track to grow 
about 3.1 percent in 2018, according to Credit 
Suisse, following the budget deal last week.  
"The economy is growing at the fastest pace of 

the recovery, enhanced by tax reform and the 

additional fiscal stimulus of the recent budget 

deal. Corporate earnings are surging," 
Ameriprise chief market strategist David Joy 
said.  
On Monday, Wall Street's main indexes, rose for 
a second straight session, recovering from a 
vicious sell-off that slashed $6 trillion in value 

from stock markets around the world. 
In late U.S. trading, the Dow ended up 1.7 
percent; the S&P 500 up 1.4 percent and the 
Nasdaq up 1.6 percent. The MSCI world stock 
index was 1.2 percent higher. 
INFLATION HOLDS KEY 
As the stock market found some footing, it 

may not be out of the woods as investors 
await evidence as to whether U.S. inflation is 
accelerating. 

A government report earlier this month showed 
that year-over-year wages grew 2.9 percent in 
January, the biggest annual increase since June 
2009. The pickup in salary growth has stoked 
bets the Federal Reserve may raise key 

overnight borrowing costs faster to keep 
inflation in check. 
The Labor Department will release the Consumer 
Price Index for January at 8:30 a.m. EST (1330 
GMT) on Wednesday. 
Analysts polled by Reuters expect the year-over-
year increase in the government's broadest 

inflation gauge is likely to slow to 1.9 percent 
from 2.1 percent in December. 
If CPI runs hotter than projection, it may fuel 
concerns that the Fed may raise interest rates 

even faster. In turn, this may send bond yields 
higher, triggering a fresh wave of selling in 
stocks that may last long enough to be a drag 

on the economy, analysts said. 
Higher yields, a more aggressive Fed and a 
growing budget deficit loom as longer-term 
threats to the economy. 
"We are optimistic about near-term growth, but 
it is becoming easier to envision the end of the 
current, near-decade long economic expansion," 

Credit Suisse economists wrote in a research 
note.  
 
(Reporting by Richard Leong; Editing by Chizu 
Nomiyama and Diane Craft) 
(( richard.leong@thomsonreuters.com ; +1 646 223 
6313; Reuters Messaging: 
richard.leong.thomsonreuters.com@thomsonreuters.n
et ; Twitter https://twitter.com/RichardLeong2) ) 

 
 

 


