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ASIA 
 

Bahrein 

Bahrain counts on fintech, Saudi ties to 

revive indebted economy  

15-Mar-2018  
•Bahrain hit hard by 2011 protests, oil price 
plunge 
•Economic growth, foreign investment now 
picking up 

•Reforming regulatory environment, serving 
as base for Saudi 
•Political tensions, large government debt not 
resolved 

By Davide Barbuscia 
MANAMA, March 15 (Reuters) - In smart new 

offices with Gulf views, a dozen firms work on 
digital currencies, blockchain-based payments 
and other financial technology.  

Bahrain FinTech Bay, inaugurated last month, is 

part of the kingdom of 1.4 million's drive to 
revive its reputation as the Middle East's top 
banking and business centre. 
Shi'ite protests against Sunni Muslim rulers in 

2011 hurt Bahrain's image. Some investors 
turned instead to nearby rival Dubai. 
Saudi Arabia, a friend and sponsor, sent 
soldiers to help quash the unrest in Bahrain 
and growth and foreign investment slowed. 
Then the plunge of oil prices from 2014 
dramatically reduced state revenues, its credit 
ratings fell and debt soared. 
Large debts still pose a risk as interest rates 
rise, but after a push to turn the economy 
around, Bahrain is starting to see initial signs 
of recovery. 

PayTabs, a Saudi company specialising in online 

payment solutions, will set up a base in Bahrain 
FinTech Bay in May.  
"Bahrain’s central location in the Middle East 
makes it a critical online payments hub," 
PayTabs chief digital officer, Philippe Berard, 
said in a statement earlier this month. 
"Internet penetration in the kingdom is over 

90% – one of the highest in the world and it is 
only natural that e-commerce thrives against 
this backdrop." 

Tap Payments, a mobile payment company 
founded in Kuwait, moved to Fintech Bay last 
month. Chief executive Ali Abulhasan said 

Bahrain had regulatory advantages when 
compared to other Gulf Cooperation Countries.  
Amazon Web Services, the cloud computing 

mailto:Publicdebtnet.dt@tesoro.it


 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  3 

subsidiary of e-commerce giant Amazon, 

decided last year to establish operations in 

Bahrain. 
Foreign investment from a record 71 companies 
was $733 million last year, up from $281 million 
and 40 companies in 2016, according to the 
government's Economic Development Board. 
This contributed to average annual growth in 

real gross domestic product of more than 3.5 
percent in the first three quarters of last year 
after rates below 3 percent in 2015 and 2016.  
Central bank governor Rasheed Mohammed al-
Maraj said last month that growth could 
accelerate further as strong oil prices have 

bounced to around $65 a barrel from below $50 
in mid-2017. 
Importantly for Bahrain's role as a financial 

centre, assets in its banking system appear to 
have stabilised. Total banking assets edged up 
1.4 percent from the end of 2016 to $188.7 
billion last November, latest data shows, though 

they remained well below pre-2011 levels above 
$200 billion. 
STRATEGY 
Part of Bahrain's revival is based on good 
fortune: the oil price rebound. Fitch Ratings 
said this accounted for half of the narrowing 
of the government's deficit last year. The 
fiscal gap shrank to 13.2 percent of GDP - still 
very high - from 17.8 percent in 2016, 

International Monetary Fund estimates show. 

But Bahrain has also reshaped its regulatory 

environment to attract investment more quickly 
and aggressively than most other Gulf states. 
Sometimes that involves deregulation, such as a 
"regulatory sandbox" in which fintech firms can 
experiment without heavy supervision and 

licensing. In other areas, Bahrain is tightening 
regulation; this month it launched an agency to 
govern its real estate industry in order to crack 
down on abuses and draw more foreign money. 
The government is also spending $32 billion on 
an infrastructure plan that includes airport 
expansion, the development by state-controlled 

Aluminium Bahrain of one the world’s largest 
smelter complexes, and a $5 billion refinery 
upgrade by state-run Bahrain Petroleum Co. 

While this may add to pressure on state finances 
it should improve Bahrain's external position by 
boosting exports.  
Meanwhile, Bahrain is marketing itself as a 

platform for companies seeking to profit from 
economic reforms in Saudi Arabia that make it 
more expensive to operate there as the 
authorities encourage employment of Saudi 
citizens. 
RATES RISING 

Still, Bahrain is not without its problems. 
Political violence continues sporadically and last 
month, authorities said they arrested four 
members of a cell behind a bomb attack on an 

oil pipeline.  
The other big economic threat is the cost of 
government debt.  

All three major international rating agencies now 
assess Bahraini debt below investment grade, 
while the ratio of government debt to gross 

domestic product soared to 81 percent in 2017 

from 34 percent in 2012, S&P estimates. 
With global interest rates expected to climb in 
the next 12 to 18 months, Bahrain's debt 
position may worsen further, “with interest 
payments likely to rise to as much as 15-20 
percent of total government spending,” 
London-based Capital Economics said. The 
current ratio is about 11.5 percent. 

Partly because of domestic opposition to 
austerity, authorities have not released a 

comprehensive plan to get state finances under 
control. In January, the government said it 
would not proceed with new austerity steps until 
parliament agreed on how to compensate 
citizens for a higher cost of living. 
But Bahrain may be able to postpone solving the 

problem. Investors believe Bahrain is able to 
count on financial support from Saudi Arabia in a 
crisis.  
"The expectation of such support has supported 
Bahrain's market access and US dollar peg 
despite extremely low foreign exchange 
reserves," Fitch Ratings said this month. 

This perception allows Manama to keep 
borrowing successfully in international markets 
despite its junk rating. 
In addition, official sources and bankers in the 
region say Bahrain has since last year been 
discussing the possibility of obtaining additional 
aid from neighbouring countries such as Kuwait, 

although a final agreement has not been 

reached.  
 
(Editing by Andrew Torchia and Anna Willard) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
 
 

China 

Moody's says China's regional and local 

governments meet economic and fiscal 

targets  

15-Mar-2018  

March 15 (Reuters) –  
Moody's: China's regional and local 
governments meet economic and fiscal 
targets. 

Moody's- Chinese local governments will likely 
maintain tight controls on home purchases in 
cities in which property prices are rising rapidly. 

Moody's on china's regional and local 
governments -significant accelerated expansion 
in debt, equity financing in economy in 2018 is 
unlikely. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 
 

Moody's says China's 2018 fiscal 

impulse is larger than its deficit target  

16-Mar-2018  
March 16 (Reuters) –  
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Moody's: china's 2018 fiscal impulse is larger 
than its deficit target. 

Moody’s on china's fiscal impulse- overall fiscal 

impulse remains sizeable, supporting GDP 
growth and leading to a gradual increase in 
government debt. 
Moody’s -china's fiscal impulse in 2018 to 
measure 4.4% of GDP, after taking in account 
issuance of special bonds by local Govts 

,excluding fund transfers. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 
 

India 

India Bonds Rise On Hope Of Foreign 

Debt Investment Cap Hike  

16-Mar-2018  
By Neha Dubey 
NewsRise 

MUMBAI (Mar 16) -- Indian sovereign bonds 

rose in early trade on expectation that the 
nation will hike the limit for foreign 
investment in government bonds from the 
next financial year. 

The benchmark 7.17% bond maturing in 2028 
was trading at 96.87 rupees, yielding 7.63%, at 
10:10 a.m. in Mumbai, against 96.83 rupees, 

yielding 7.63%, yesterday. The note rose to 
97.01 rupees in early trade. 

“Bonds are supported by talks that the much-
needed hike in the government bond investment 
limit for foreigners may come through,” a trader 
with a state-run bank said. “Activity is further 
aided on comfortable liquidity in the system 

amid the redemptions that took place this 
week.” 
India’s federal finance ministry and the 
Reserve Bank of India have started discussion 
on potential revision of foreign investment 

limit in government bonds. While New Delhi 
favours a hike in the cap, the central bank plans 
to assess macroeconomic conditions and global 

interest rate trend before arriving at a decision, 
a senior finance ministry official told NewsRise 

yesterday. 
Foreign investors are currently allowed to invest 
1.913 trillion rupees, while a separate limit for 
long-term investors at 651 billion rupees. 

The opening of FPI limits would be more 
beneficial over the medium-term if done in a 
gradual and limited fashion, Noumra said in a 
note to investors.  
Meanwhile, liquidity in the banking system has 
improved after Treasury bills worth one trillion 
rupees matured this week. Liquidity outlook 

remains positive this month as the Reserve Bank 
of India plans to infuse another 500 billion 
rupees via long term-repo auction before the 

financial year ends on Mar, 31. 
India's federal government is scheduled to 
borrow 6.06 trillion rupees from the debt 
market next financial year. The calendar for 
the borrowing is yet to be declared. 

There is increased speculation that the U.S. 

central bank may hike rates four times this year, 

more than the previously expected three 

increases. Traders expect prices in U.S. to gain 
this year on the back of a strong labor market, 
fiscal stimulus and a weak dollar.  
The Federal Reserve is due to review its 
monetary policy next week. U.S. Treasury prices 
were little changed, with benchmark yield at 

2.82%.  
 
The benchmark Brent crude oil contract was little 
changed at $65.07 per barrel against $65.12 
yesterday’s close. India imports 80% of its crude oil 
requirements. 
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-
61353300 
- Edited by Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Keep Gains On Bets Of 

Hike In FPI Investment Limit  

16-Mar-2018  
By Dharam Dhutia 
NewsRise 
MUMBAI (Mar 16) -- Indian sovereign bonds 

kept gains in the afternoon session, on 
continued expectations that New Delhi may 
hike the limit for foreign investment in 
government bonds from the next fiscal. 

The benchmark 7.17% bond maturing in 2028 
was last trading at 96.93 rupees, yielding 
7.62%, at 1:10 p.m. in Mumbai, against 96.83 
rupees, yielding 7.63%, yesterday. The note had 

risen to 97.01 rupees in early trade. 
“The key trigger now is the hike in foreign 
investment limit and traders are hopeful of some 
positive development on this front,” a trader 
with a state-run bank said. “However, since 
there are no other major triggers and the levels 
are already aggressive, major fresh buying may 

not be there.”  
Reports that India’s federal finance ministry and 
the Reserve Bank of India have started 
discussion on potential revision of foreign 

investment limit in government bonds turned 
sentiment bullish yesterday.  
While New Delhi favours a hike in the cap, the 

central bank plans to assess macroeconomic 
conditions and global interest rate trend 
before arriving at a decision, a senior finance 
ministry official told NewsRise yesterday. 

Foreign investors are currently allowed to invest 
1.913 trillion rupees, while a separate limit for 
long-term investors at 651 billion rupees. 
The opening of FPI limits would be more 
beneficial over the medium-term if done in a 

gradual and limited fashion, and foreign 
positioning in Indian government bonds is still 
low relative to other Asian markets, Nomura said 

in a note to investors.  
Lack of investor appetite, higher global interest 
rates and fears of monetary tightening in India 

have pushed the benchmark yield higher by over 
30 basis points this quarter. India’s fiscal year 
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runs from Apr. 1 to Mar. 31. 

India’s Monetary Policy Committee, which had 

warned of inflation risks last month, is expected 
to raise interest rates later this year and 
chances of an immediate tightening is ruled out 
after inflation rate fell to a four-month low of 
4.44% on year in February. The rate-setting 
panel targets inflation at 4%, with a band of two 

percentage points on either side. 
India's federal government is scheduled to 
borrow 6.06 trillion rupees from the debt 
market next financial year. The calendar for 
the borrowing has yet to be declared. 

There is increased speculation that the U.S. 
central bank may hike rates four times this year, 
more than the previously expected three 

increases. Traders expect prices in U.S. to gain 

this year on the back of a strong labor market, 
fiscal stimulus and a weak dollar.  
The Federal Reserve is due to review its 
monetary policy next week. U.S. Treasury prices 
were little changed, with benchmark yield at 
2.82%.  

 
The benchmark Brent crude oil contract was little 
changed at $65.18 per barrel against $65.12 
yesterday’s close. India imports 80% of its crude oil 
requirements. 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Indonesia raises 23.45 trillion rupiah in 

auction, above target  

13-Mar-2018 09:13:41 
JAKARTA, March 13 (Reuters) - Indonesia 

raised 23.45 trillion rupiah ($1.70 billion) in a 

bond auction on Tuesday, above its indicative 
target of 17 trillion rupiah and close to the 
maximum target of 25 trillion, the financing 
and risk management office at Finance 
Ministry said in a statement. 

The ministry sold T-bills maturing in June 2018 
with a weighted average yield of 4.20352 
percent and T-bills maturing in March 2019 at 
5.03161 percent. 

Bonds maturing in May 2023 were sold with a 
weighted average yield of 6.15958 percent, 
higher than 5.85992 percent in the previous 
auction on Feb. 27. 
Debts maturing in May 2028 had a weighted 
average yield of 6.74998 percent. 
The weighted average yield for bonds 
maturing in May 2038 was 7.33990 percent, 

compared with 7.27997 percent in the 
previous auction. 

Those bonds maturing in May 2048 had a 
weighted average yield of 7.38451 percent. 
Total bids reached 46.47 trillion rupiah, with the 
highest bid-to-cover ratio at 4.47 for bonds 
maturing in May 2023. 

 
($1 = 13,755. rupiah) 
(Reporting by Nilufar Rizki 
Editing by Subhranshu Sahu) 
(( nilufar.rizki@thomsonreuters.com ; +6221 2992 
7611;  
Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Israel 

Israel economy strong, risks 

overheating on rate hike delay  

11-Mar-2018  
By Steven Scheer 

JERUSALEM, March 11 (Reuters) - Israel's 

economy faces a risk of overheating should 
the Bank of Israel wait too long to start 

raising interest rates, the Organisation for 
Economic Co-operation and Development 
(OECD) warned. 

In a report issued on Sunday, the OECD said 
Israel's economy continued to register 
"remarkable macroeconomic and fiscal 
performance" and that it expected a major 
payoff to come from planned investments in 

offshore natural gas fields. 
It also said that while income inequality had 
fallen, the share of working poor had grown due 
to low paid jobs in Israel's two weakest labour 

sectors - Arabs and Ultra-Orthodox Jews. 
The OECD praised the central bank for 
maintaining a very accommodative policy, in 
which the benchmark interest rate has stayed 

at 0.1 percent for three years, while buying 
foreign currency from time to time to prevent 
an excessive appreciation of the shekel. But it 
also issued a warning. 

"The risks of maintaining an accommodative 
monetary policy too long should not be 
neglected, as the favourable effects from the 
terms-of-trade gains could reverse quite 

rapidly," it said. 
"Low inflation does not seem related to weak 
demand, and tightening too late would increase 

the risks of overheating and rising wage 
pressures, which, with increased competition, 
would harm business profitability and 
investment." 

Israel's annual inflation rate was at 0.1 percent 
in January but the Bank of Israel expects the 
rate to move back into the government's 1-3 
percent target by year-end, boosted by rising 
wages. Similarly, the OECD projects a 1 percent 
rate in 2018, rising to 1.7 percent in 2019. 
As such, Bank of Israel economists expect a 15 

basis point rate increase to 0.25 percent by the 
end of 2018, although most private economists 
believe inflation will move back to its target only 
in 2019, with the first rate hike also next year. 

Policymakers have stressed that rate hikes 
would start only when inflation is entrenched in 

the target range. 
Israel's economy grew 3.3 percent in 2017, 
helped by strong population growth and a robust 
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high-tech sector, and the OECD forecasts 3.5 

percent growth this year and 3.4 percent in 

2019, in line with central bank estimates. 
It noted that production of the Leviathan gas 
field late in 2019 will add 0.3 percentage points 
to economic output while a sovereign wealth 
fund being set up from excess profits from gas 
sales could represent 10 percent of gross 

domestic product by 2040, the OECD said. 
The OECD largely praised the state's fiscal 
policy and a declining public debt burden but 
recommended more spending on education 
and transportation infrastructure as well as 
improving tax collection. It said Israel should 
loosen a "rigid" policy on real estate supply to 
lower home costs since "risks of a house-price 
correction are still high." 

 
(Reporting by Steven Scheer 
Editing by Mark Potter) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer)) 
 
 

Spend more to ease traffic chaos, IMF 

tells Israel  

14-Mar-2018  
By Steven Scheer 
JERUSALEM, March 14 (Reuters) - The 

International Monetary Fund on Wednesday 
said Israel should leverage a strong economy 
to boost infrastructure spending, urging it to 
ease congestion on an overloaded road 
network where delays risked damaging future 
growth. 

In an annual report, the IMF said authorities 
were generally managing a thriving economy 
well. 
But mission chief Craig Beaumont said it was 
time to redress more than a decade of low 
spending on infrastructure. 
"That's accumulated over time to a shortage, 

especially in the transportation area which is 
seen in Israel having the worst traffic congestion 
in the OECD," he told a news conference at the 

end of an IMF visit. 
"And that situation could get worse as the 
population keeps on growing, incomes are rising 
and people's desires to have cars keeps rising." 

Beaumont noted that since infrastructure 
projects were lengthy, Israel should look at 
other measures such as ride-sharing, car-
pooling, high-occupancy vehicle lanes and 
possibly introduce a congestion charge.  
"The traffic situation is weighing on 

productivity," he said. 
The IMF also recommended investing in 
education and training to boost productivity 
and labour participation of ultra-Orthodox 
Jews and Arabs, fast-growing segments with 
low participation in the workforce. 

"Israel is starting from .. a strong economy 
which means you have the resources to 
undertake reforms," Beaumont said. 

Israel's economy grew 3.4 percent in 2017, with 

annual wage growth above 3 percent and the 

jobless rate at a historic low below 4 percent. 

The IMF projects stable annual growth of around 
3.5 percent in the coming years. 
On fiscal policy the IMF was opposed to the 
government continuing to set budget deficit 
targets of 2.9 percent of gross domestic 
product. A level of 2.5 percent would allow for 
further debt reductions, which would help 
Israel in case of an economic shock, the IMF 

said. 

Shai Babad, director-general at the Finance 
Ministry, said the deficit was 2.1 percent in 2017 
and should come below 2.9 percent this year. 
 
(Reporting by Steven Scheer, Editing by Tova Cohen 
and editing by John Stonestreet) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer)) 
 
 

Israeli parliament approves 2019 state 

budget  

15-Mar-2018  
JERUSALEM, March 15 (Reuters) - Israel's 

parliament gave final approval on Thursday to 

the 2019 state budget, marking a return to 
political normality after a coalition dispute 
nearly toppled the government. 

Prime Minister Benjamin Netanyahu had warned 

just a few days ago of a possible early election 
due to a feud in his ruling coalition over a bill to 
extend religious exemptions from the military. 
On Tuesday the dispute was settled, with 

coalition partners agreeing on a process to draft 
the legislation. 
Passing the 2019 budget gives the government a 
bit more breathing room. 
The budget includes 479.6 billion shekels ($140 
billion) in spending and sets the budget deficit 
target at 2.9 percent of gross domestic product. 

It passed by 62 to 54 in an overnight vote. 
"This is a budget that will continue to 
strengthen Israel's economy in the next two 
years," Finance Minister Moshe Kahlon said. 
The total is nearly 20 billion shekels more 
than the 2018 budget and includes 100 billion 
shekels of debt payments and another 39 
billion for interest expenses. 

The budget allocates 63 billion shekels for 

defence spending, the Finance Ministry said. 
The budget and accompanying economic plan 
included several 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 had warned 
that the budget was too loose given the strong 

economy and believes the deficit should have 
been set at no more than 2.5 percent of GDP. 
 
($1 = 3.4342 shekels) 
(Reporting by Steven Scheer and Tova Cohen 
Editing by Gareth Jones) 
(( tova.cohen@thomsonreuters.com ; +972-9-899-
0222; Reuters Messaging: 
tova.cohen.thomsonreuters.com@reuters.net )) 
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Lebanon 

Lebanon's cabinet agrees 2018 budget 

with lower deficit  

12-Mar-2018  
•PM: Ministries commit to 20 percent 
spending reduction 
•Parliament yet to approve fiscal plan 
•Passing it would show donors Lebanon 
serious about reform  

By Lisa Barrington 
BEIRUT, March 12 (Reuters) - Lebanon's 

government will pass its 2018 budget to 

parliament for approval after the cabinet on 
Monday agreed a draft that projects a fiscal 
deficit $145 million lower than in 2017. 

Lebanon is under pressure to show it is willing to 
institute fiscal reforms before a series of 
international donor meetings this year. 
The budgeted deficit for 2018 is 7.3 trillion 
Lebanese pounds ($4.8 billion), Finance Minister 

Ali Hassan Khalil said on Monday. He said this 
was 220 billion pounds less than in 2017.  
Last year, the government passed its first state 
budget since 2005, after years of wrangling 
between rival parties had all but brought political 
activity to a halt. 
The 2018 budget foresees 23.85 trillion pounds 

of spending and 18.69 trillion of revenues. It 

includes no new taxes, Khalil said.  
Lebanon has one of the world's most indebted 
governments measured against the size of its 
economy. Growth has been slowed by war in 
neighbouring Syria as well as the years of 
political inertia. 
The International Monetary Fund said last 
month the trajectory of the public debt was 

unsustainable, and there was an urgent need 
to stabilise and then reduce it. 
Khalil said Lebanon was spending 38 percent 
of its budget on debt servicing. 

Prime Minister Saad al-Hariri said all ministries 
had committed to a 20 percent reduction in their 
budgets as he had requested in January. 

He described the projected 2018 deficit as 
"acceptable", adding after the cabinet meeting: 

"More reforms are necessary and I am not 
afraid." 
Hoping to stimulate its economy, Lebanon will in 
April seek up to $16 billion in infrastructure 
investment at a conference in Paris from 
international donors who hope to ward off more 

Middle East instability in a country that hosts 
more than a million Syrian refugees. 
On Thursday, Lebanese officials will attend a 
meeting in Rome to garner material support for 
the country's armed forces. 
Khalil said that if the budget measures were 
followed, by the end of 2018 economic growth 

might exceed 2 percent. 
The IMF in February predicted growth in 2017 
and 2018 of around 1 to 1.5 percent. 
 
(Reporting by Lisa Barrington and Laila Bassam; 

Additional reporting by Ellen Francis;  
Editing by Catherine Evans and John Stonestreet) 
(( lisa.barrington@thomsonreuters.com ; +961(0) 
1954456; )) 
 
 

Philippines 

Philippines set to sell Rmb1.46bn 3yr 

Panda bonds  

13-Mar-2018  
By Ina Zhou 
HONG KONG, March 13 (IFR) - The Republic of 

the Philippines, rated Baa2/BBB/BBB, is set 
to be the first South-East Asian sovereign to 
issue Panda bonds in China. 

The sovereign will launch next week a maiden 

offering of three-year Panda bonds to raise 1.46 
billion yuan ($230 million). 
Books will open on March 20 in China's interbank 
bond market. The notes will also be available 
under Bond Connect, which gives international 
investors direct access to China’s domestic 
market from Hong Kong. 

Proceeds will be remitted offshore as part of the 
Philippines' international reserves. The proceeds, 
when converted to peso, can be used for budget 
spending and can be used to support Belt and 
Road initiative, according to the bond 
prospectus. 

Bank of China is lead underwriter on the offering 

with Standard Chartered Bank (China) as joint 
lead underwriter. 
The Philippines and the notes have AAA ratings 
from China Lianhe Credit. 
 
(Reporting by Ina Zhou 
Editing by Dharsan Singh and Daniel Stanton) 
(( Ina.Zhou@thomsonreuters.com ; +852 29126674; 
Reuters Messaging: 

ina.zhou.thomsonreuters.com@reuters.net )) 
 
 

Q4 2017 BOP Reverses to Surplus as 

Financial Account Posts Net Inflows  

16-Mar-2018  
The country's balance of payments position 
(BOP) rebounded in Q4 2017, yielding a 
surplus of US$505 million, after recording a 

deficit of US$662 million in Q3 2017. The 
surplus in Q4 2017 was also a reversal from the 
US$2.1 billion deficit registered in the same 
quarter a year ago. This positive outcome was a 
result primarily of the net inflows (or net 

borrowing by residents from the rest of the 
world) in the financial account even as the 
current account posted a deficit. In particular, 
the financial account balance reversed to net 
inflows of US$2 billion from net outflows of 
US$1.1 billion due to net inflows of direct and 

portfolio investments which more than offset the 

net outflows recorded in the other investment 
account. By contrast, the current account 
registered a higher deficit of US$3.3 billion due 
to the widening trade-in-goods deficit. Economic 
activity continued to strengthen on both global 
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and domestic fronts leading to upbeat investor 

sentiment which helped shore up the country's 

foreign direct investments. External demand also 
improved and kept exports of goods on an 
upward path. Meanwhile, imports of goods 
continued to expand in support of the 
government's big infrastructure projects that 
reflect robust domestic economic activity.  
Despite the positive outcome in Q4 2017, the 
BOP position for full year 2017 registered a 
deficit of US$863 million, more than double 
the US$420 million deficit recorded in 2016. 
This development was underpinned mainly by 
the increased deficit in the current account 
during the year, despite the reversal in the 
financial account to net inflows from net 

outflows in the previous year. The current 

account deficit of US$2.5 billion stemmed mainly 
from the widening trade-in-goods deficit that 
was brought about by increased imports of 
goods that support domestic capital formation 
and production. The financial account posted 
US$2.2 billion net inflows on the back of the 

surge in net inflows of direct investments, which 
more than compensated for higher net outflows 
of portfolio investments, even as net outflows of 
other investments declined significantly during 
the year.  
Notwithstanding the BOP deficit in 2017, the 
country's gross international reserves (GIR) 

increased to US$81.6 billion as of end-December 
2017, from US$80.7 billion as of end-December 

2016. At this level, reserves could adequately 
cover 8 months' worth of imports of goods and 
payments of services and income. It was also 

equivalent to 5.7 times the country's short-
term external debt based on original maturity 

and 4.1 times based on residual maturity. The 
year-on-year increase in reserves was due 
mainly to inflows arising from the NG's net 
foreign currency deposits, revaluation 
adjustments on the BSP's foreign currency-
denominated reserves and gold holdings, as well 
as its income from investments abroad. These 

were partially offset by outflows from the BSP's 
foreign exchange operations.  
Fourth Quarter 2017 Developments  

Current Account. The current account posted a 
deficit of US$3.3 billion in Q4 2017, significantly 
higher than the US$566 million deficit recorded 

in Q4 2016. This developed as the trade-in-
goods deficit widened even as higher net 
receipts were recorded in the trade-in-services, 
and secondary and primary income accounts.  
The trade-in-goods deficit increased to US$13.1 
billion in Q4 2017 from US$9.2 billion in the 
same period in 2016 on account of the higher 

expansion in imports of goods (by 20.4 percent) 
than that of exports of goods (by 2 percent). 
Exports of goods increased by 2 percent to 
US$11.3 billion in Q4 2017 from US$11.1 billion 

in Q4 2016. The modest upturn was a result of 
higher shipments of mineral products, notably 
copper metal and gold following the rise in 

export volume along with the increase in their 
international market prices. Growth in exports of 
forest, petroleum, and sugar and products was 

also posted during the quarter. However, 

negative growth was recorded in manufactures, 

fruits and vegetables, coconut, and other agro-
based products. Imports of goods rose by 20.4 
percent in Q4 2017 to reach US$24.5 billion 
compared to US$20.3 billion in Q4 2016. The 
double-digit expansion was due to increments 
registered across all major commodity groups. 

Leading the growth in imports of goods was raw 
materials and intermediate goods which grew by 
25.6 percent to reach US$9.6 billion during the 
quarter. Growth was driven by increased 
purchases of semi-processed raw materials, 
specifically materials and accessories for the 

manufacture of non-consigned electronics (by 
43.9 percent), and manufactured goods (by 26.1 
percent).  

Net receipts in trade-in-services amounted to 
US$2.2 billion in Q4 2017, 47.6 percent higher 
than the US$1.5 billion net receipts in Q4 2016. 
The growth in net services receipts was buoyed 

by the increments registered in other business 
services, manufacturing services and financial 
services along with decreased net payments in 
travel services. The expansion in other business 
services was spurred by technical, trade-related, 
and other business services (34.1 percent), 
mostly business process outsourcing (BPO) 

related transactions. Export revenues in BPO 
services totaled US$5.5 billion in Q4 2017, or an 
increase of 19.3 percent from the US$4.6 billion 
receipts in Q4 2016.  

The primary income account posted net receipts 
of US$785 million in Q4 2017, higher than the 

US$710 million net receipts in Q4 2016. The 
10.5 percent increase was attributed largely to 
the 10.9 percent rise in compensation inflows 
mostly from resident overseas Filipino (OF) 
workers amounting to US$2 billion during the 
quarter. Interest receipts on reserve assets also 
increased during the quarter (24.6 percent).  

Net receipts in the secondary income account 
totaled US$6.8 billion in Q4 2017, higher than 
the US$6.4 billion net receipts in Q4 2016. The 6 
percent improvement emanated from the 5.9 
percent increment in net receipts of personal 

transfers amounting to US$6.4 billion. The bulk 
of these personal transfers comprised of non-

resident OF workers' remittances (about 97 
percent), which totaled US$6.3 billion in Q4 
2017.  
Capital Account . Net receipts in the capital 
account were steady at US$14 million in Q4 
2017, consisting largely of other capital transfers 

to the National Government (NG).  
Financial Account. The financial account 
recorded net inflows (or net borrowing of 
residents from the rest of the world) of US$2 
billion in Q4 2017, a turnaround from the 
US$1.1 billion net outflows in the comparable 
quarter in the previous year. This resulted 

mainly from the net inflows of direct and 
portfolio investments which more than offset the 
net outflows of other investments. 
Net inflows of direct investments grew by 79.8 
percent to US$2.6 billion in Q4 2017 from the 
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year-ago level of US$1.5 billion. This resulted as 

foreign direct investments (FDI) expanded by 

62.1 percent to US$3.6 billion on the back of the 
threefold increase in net equity capital 
investments, which aggregated US$2 billion. FDI 

net inflows more than offset the 27.5 percent 
increase in outflows coming from residents' 
net acquisition of financial assets during the 
quarter.  

Portfolio investments registered lower net 
inflows of US$114 million in Q4 2017 from 

US$279 million in Q4 2016. This was mainly on 
account of outflows arising from residents' net 
acquisition of financial assets which reached 
US$1 billion (from US$389 million inflows or net 
disposal of financial assets), comprising mostly 
of local non-financial corporations' investments 

in long-term debt securities issued by non-
residents. Meanwhile, net incurrence of 

liabilities amounted to US$1.1 billion (from 
net repayment of US$109 million) as non-
residents' investments in long-term debt 
securities issued by the NG more than doubled 
to US$2.2 billion during the quarter.  

The other investment account recorded net 
outflows of US$686 million in Q4 2017, lower by 

76.5 percent than US$2.9 billion in the 
comparable period in 2016. Outflows from 
residents' net acquisition of financial assets 
dipped by 50.3 percent to US$837 million from 
US$1.7 billion. This was due mainly to non-
residents' repayment of loans extended by local 

banks amounting to US$600 million. Meanwhile, 
residents' net incurrence of liabilities totaled 
US$150 million (from net repayment of US$1.2 
billion) as residents' availment of loans reached 
US$626 million.  
January-December 2017 Developments  
Current Account. The current account 

registered a deficit of US$2.5 billion, more than 
twice the US$1.2 billion deficit recorded in 2016. 
This developed on account of the widening 
trade-in-goods deficit which more than offset the 
increased net receipts in the trade-in-services, 
and secondary and primary income accounts 
during the year.  

The trade-in-goods deficit for full year 2017 

went up by 15.9 percent to US$41.2 billion as 
the growth in imports of goods of 14.2 percent 
outpaced that of exports of goods at 12.8 
percent. Exports of goods rose to US$48.2 billion 
in 2017 from US$42.7 billion in 2016 driven by 
continued demand from the country's trading 

partners (i.e., China, Hong Kong, South Korea 
and some countries in Europe). The expansion in 
exports of goods was due largely to higher 
shipments of manufactured goods and mineral 
products, which registered double-digit growth 
of 10.3 percent and 72.4 percent, respectively. 

Imports of goods aggregated US$89.4 billion in 
2017 from US$78.3 billion a year ago. The 
upturn was accounted for mainly by higher 

imports of raw materials and intermediate goods 
(16.7 percent), and mineral fuels and lubricant 
(32.9 percent).  
Net receipts in the trade-in-services account 

amounted to US$9.5 billion in 2017, higher than 

the US$7 billion net receipts recorded a year 

ago. The 34.8 percent expansion was accounted 

for by: a) increased net receipts in other 
business services, particularly technical, trade-
related, and other business services as well as 
computer services; b) reversal of financial 
services to net receipts from net payments; and 
c) lower net payments for travel and 

government goods and services. Earnings from 
BPO services for full year 2017 amounted to 
US$22.1 billion or a growth of 9.6 percent from 
2016.  
The primary income account posted net receipts 
of US$3.1 billion, 20 percent higher than the 

US$2.6 billion net receipts in 2016. This was due 
to the expansion in net compensation inflows 
mostly from resident overseas Filipino (OF) 

workers (by 5.2 percent) coupled with lower net 
payments in investment income (by 2.8 
percent).  
Net receipts in the secondary income account 

grew by 5.5 percent to US$26.1 billion, boosted 
by the 4.1 percent increase in remittances of 
non-resident OF workers amounting to US$24.1 
billion.  
Capital Account . Net receipts in the capital 
account totaled US$57 million in 2017, 8.7 
percent lower than the US$62 million recorded 

in 2016. Receipts in other capital transfers of 
financial corporations, non-financial 
corporations, households, and non-profit 
institutions serving households declined during 

the year.  
Financial Account . The financial account 

reversed to net inflows (or net borrowing by 
residents from the rest of the world) of US$2.2 
billion in 2017 from net outflows of US$175 
million in 2016. This developed mainly on 
account of the increase in residents' net 
incurrence of liabilities to US$8.7 billion even as 
their net acquisition of financial assets rose to 

US$6.5 billion.  
Net inflows of direct investments surged to 
US$8.1 billion in 2017. The hefty increase was 
boosted by the significant inflows of FDI 
which reached a record high of US$10 billion 
(21.4 percent growth) during the year. 
Investor sentiment remained positive on the 
back of the country's sound macroeconomic 
fundamentals and growth prospects. In 

particular, investments in debt instruments 

rose by 20.7 percent to US$6 billion. Moreover, 
net equity capital investments expanded by 25.9 
percent to US$3.3 billion. Gross placements of 
about US$3.7 billion originated largely from the 
Netherlands, Singapore, the United States, 
Japan, and Hong Kong. These were channeled 

mainly to gas, steam and air-conditioning 
supply; manufacturing; real estate; 
construction; and wholesale and retail trade 
activities.  

Net outflows of portfolio investments more than 
doubled to US$3.9 billion in 2017 as residents' 
net acquisition of assets and net repayment of 

liabilities both increased. In particular, residents' 
net acquisition of financial assets rose by 154.3 
percent to US$3.1 billion as residents' net 
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placements in debt securities issued by non-

residents increased markedly to US$2.4 billion. 

Meanwhile, residents' net repayment of liabilities 
was higher at US$796 million from US$264 
million in the previous year. This developed due 
to the increase in local corporates' 
prepayment/repayment of long-term debt 
securities held by non-residents amounting to 

US$1.3 billion from US$608 million in 2016.  
The other investment account posted net 
outflows of US$2.1 billion in 2017, lower by 55.2 
percent than the US$4.6 billion registered in 
2016. In particular, outflows from residents' net 
acquisition of financial assets fell by 27.1 

percent to US$2 billion due mainly to the decline 
in loans extended by local banks to non-resident 
borrowers. Meanwhile, outflows stemming from 

residents' net repayment of liabilities were lower 
at US$63 million (from US$1.9 billion) due 
largely to local corporates' lower repayment of 
loans availed from non-residents.  

Revised 2016 BOP data  
The 2016 BOP data have been revised to reflect 
updates from various data sources and 
post-audit adjustments. The revised 2016 BOP 
data with accompanying technical notes are 
posted in the BSP website.  
 
(C) Copyright 2018 - Central Bank of the Philippines 
 
 

Saudi Arabia 

Saudi Arabia picks Citi, Goldman, 

HSBC, Morgan Stanley for new bond  

15-Mar-2018  
By Saeed Azhar, Katie Paul and Sudip Roy 
DUBAI, March 15 (Reuters) - Saudi Arabia has 

selected Citi, Goldman Sachs, HSBC and 
Morgan Stanley as the main banks that will 
arrange its next U.S. dollar bond issue, 

sources familiar with the matter said. 

The country is planning to borrow funds in the 
international debt capital markets soon, in what 
would be its fourth international public debt 

issue. 
Both Saudi Arabia’s Debt Management Office 
and the four banks declined to comment.  
Saudi Arabia started raising U.S. dollar debt in 
2016 through a $10 billion syndicated loan, as 
the country’s finances were squeezed by a 
slump in oil prices. 

After the loan deal, the country started 
borrowing internationally through jumbo bond 
issues, establishing itself as the most prominent 
issuer in the region. 
It sold a $17.5 billion bond in 2016 – the largest 

bond ever sold by an emerging market issuer – 
followed by a $9 billion sukuk and a $12.5 billion 
conventional bond in 2017. 

It is not clear whether the upcoming deal will be 
as large as Saudi’s previous issues. The head of 
the Debt Management Office (DMO) said in 

October last year that the government was 
considering whether to make a greater number 

of international bond sales but reduce the size of 

the transactions. 

Saudi Arabia has recently refinanced, extended 
and upsized its $10 billion loan, bringing the 
facility up to $16 billion. 
The DMO said in January that it had contacted 
banks requesting proposals to refinance the 
loan facility, arrange further U.S dollar debt 
issuance and for additional financing 

supported by foreign countries’ export credit 
agencies. 

“The bond request for proposal is a continuation 
of the funding programme established by KSA in 
2016, and as part of the Kingdom’s commitment 
to the international debt market,” the DMO said 
at the time. 
 
(Additional reporting by Davide Barbuscia and Tom 
Arnold. Editing by Jane Merriman) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
 
 

South Korea 

South Korea to propose $3.8 bln extra 

budget, bigger subsidies to boost jobs  

15-Mar-2018  
•South Korea to submit extra budget bill to 
parliament early April 
•Businesses to get more subsidies for hiring 
entry-level workers 

By Cynthia Kim 

SEOUL, March 15 (Reuters) - South Korea said 

on Thursday it would propose a 4 trillion won 
($3.8 billion) supplementary budget and 
boost business subsidies to help cut the 
country's high youth unemployment, which it 
sees reaching a dangerous level. 

Youth unemployment in South Korea hit record 
levels last year. By offering more incentives, 
President Moon Jae-in hopes to increase the full-

time job prospects for millennials in the face of 
challenging job market conditions, which has 
prompted many to postpone their marriage and 

pushed others into poverty. 
"To turn the youth employment situation 
around, which is at a disastrous level, we need 
financial resources," Moon said in a cabinet 

meeting. "An extra budget to add jobs for young 
Koreans is inevitable," the president added.  
The government is proposing to give small- and 
medium-sized businesses 9 million won 
($8,443.65) in annual cash subsidies for each 
entry-level job they create over the next three 

years, up from the current 6.7 million won. 
High school and college graduates will also be 
able to receive bigger subsidies while job-
searching, and will be exempt from income 
taxes for the first five years of full-time 

employment, subject to certain conditions. 
The government plans to submit in early April 

the extra budget bill to the National Assembly, 
where Moon Jae-in's Democratic Party holds 41 
percent of the 293 seats. 
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Of the proposed extra budget, about 2.6 trillion 

won will be funded by excess tax revenue from 

last year, while another 1 trillion won will come 
from public funds managed by state-owned 
firms, Finance Minister Kim Dong-yeon said at a 
news conference. 
The government will not be issuing additional 
treasury bonds to fund the supplementary 
budget, Kim added.  

Youth unemployment in South Korea reached 
9.8 percent in 2017, almost three times the 
national rate of 3.7 percent and worse than the 
4 percent youth unemployment rate in Japan 
and 8.1 percent in the United States. 
A broader youth unemployment rate that also 
counts those in between jobs seeking full-time 

employment was at 22.7 percent in February. 

Boosting income for young South Koreans has 
become an even more urgent task for 
policymakers as it seeks to broaden its tax 
revenue base to fund welfare costs for an ageing 
population. 

South Korea has the fastest ageing population 
among Organization for Economic Co-operation 
and Development nations.  
Moon budgeted extra spending of 11 trillion won 
($10.20 billion) as soon as he took office in 
2017, in a push to create social service jobs and 
offer subsidies for maternity leave. 

 
($1 = 1,063.6500 won) 
(Reporting by Cynthia Kim, Shin-hyung Lee; Editing by 
Sam Holmes) 
(( Cynthia.Kim@thomsonreuters.com ; 822 3704 
5655; Reuters Messaging: 
cynthia.kim.thomsonreuters.com@reuters.net )) 
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Bosnia 

Bosnia's Serb Republic to offer 5.1 mln 

euro of 6-mo T-bills on March 19  

12-Mar-2018  

BANJA LUKA (Bosnia and Herzegovina), March 
12 (SeeNews) – Bosnia’s Serb Republic will 

offer 10 million marka ($6.3 million/5.1 
million euro) of six-month Treasury bills at an 
auction on March 19, the entity's finance 
ministry said on Monday. 

The Treasury bills have a par value of 10,000 

marka each and will mature on September 19, 
the finance ministry said in a tender notice. 
At the last auction of six-month Treasury bills, 
held on January 11, the Serb Republic raised 20 
million marka. The yield was 0.3001%, 
unchanged from the yield achieved at the 

previous auction held on October 9. 

The Serb Republic is one of the two autonomous 
entities forming Bosnia. The other is the 
Federation of Bosnia and Herzegovina. 
 
(1 euro=1.95583 Bosnian marka) 
Copyright 2018 SeeNews. All rights reserved. 

 
 

Bosnia's Serb Republic cancels another 

T-bill auction  

15-Mar-2018  
BANJA LUKA (Bosnia and Herzegovina), March 

15 (SeeNews) – Bosnia’s Serb Republic 
cancelled a scheduled auction of 10 million 
marka ($6.3 million/5.1 million euro) of six-
month Treasury bills, the entity's finance 
ministry said on Thursday. 

The auction, due to be held on March 19, was 
called off after the ministry analysed the inflow 
of funds into the budget and came to the 
conclusion that additional funds are currently not 

needed, the Serb Republic finance ministry said 
in a filing with the Banja Luka bourse. 

This is the second time the ministry cancels a 
Treasury bills auction in a month. 
The International Monetary Fund (IMF) made 
available 74.6 million euro ($91.9 million) to 
Bosnia in February, after completing the first 
review of the country's reform performance 

under the Extended Fund Facility (EFF). 

The IMF executive board approved the 36-
month, 553.3 million euro arrangement under 
the EFF for Bosnia and Herzegovina on 
September 7, 2016. 
At the last auction of six-month Treasury bills, 
held on January 11, the Serb Republic raised 20 
million marka. The yield was 0.3001%, 

unchanged from the yield achieved at the 

previous auction held on October 9. 
The Serb Republic is one of the two autonomous 
entities forming Bosnia. The other is the 
Federation of Bosnia and Herzegovina. 
 
(1 euro=1.95583 Bosnian marka) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Croatia 

Croatia sells T-bills below target, yield 

steady  

13-Mar-2018  
ZAGREB, March 13 (Reuters) - Croatia sold 220 

million kuna worth of one-year treasury bills 
on Tuesday, with the yield staying unchanged 
at 0.09 percent for the sixth consecutive 
auction, Finance Ministry's data showed. 

The result fell short of the ministry's target of 

300 million kuna ($49.76 million). Banks bought 
about 45 percent of all bills. 
The ministry occasionally also auctions bills with 
3-month and 6-month maturities as well as 
those denominated in euros. 
After the auction, Croatia's overall short-term 
debt in the local currency fell to 19.68 billion 

kuna from 19.76 billion kuna. 

 
($1 = 6.0289 kuna) 
(Reporting by Daria Sito-Sucic; Editing Aleksandar 
Vasovic) ((daria.sito-sucic@thomsonreuters.com; 
+38733 295 484; Reuters Messaging: daria.sito-
sucic.thomsonreuters.com@reuters.net)) 

mailto:Publicdebtnet.dt@tesoro.it
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Moody's Says Croatia's Credit Profile 

Reflects Fiscal Consolidation & 

Stronger Institutions Set Against Weak 

Growth Potential  

15-Mar-2018  
March 15 (Reuters) - Moody's:  
Moody's says Croatia's credit profile reflects 
fiscal consolidation & stronger institutions set 
against weak growth potential. 

Moody's says Croatia's susceptibility to event 

risk is low, despite some political uncertainty 
weighing on policy environment. 
Moody's says expects Croatia's growth to remain 
robust in 2018. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 
 

Hungary 

Hungary central bank sees no 

overheating risk in lending market  

12-Mar-2018  

BUDAPEST, March 12 (Reuters) - Hungary's 

central bank sees no signs of overheating in 
the lending market in the near future despite 
buoyant loan growth over the past year and 
banks signalling easier lending conditions, it 
said in an emailed response on Monday. 

"The expected value of the credit-to-GDP gap as 
well as other indicators monitored do not signal 

a risk of overheating in the near future," it told 
Reuters, adding that it saw scope for banks to 
compete on pricing before any foray into riskier 
lending. 
The central bank said currently it saw no need 
for regulatory action to influence lending activity 
among commercial banks and that tighter rules 

on retail borrowing have been sufficient to keep 
resurgent lending within healthy limits. 
 
(Reporting by Gergely Szakacs) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
 
 

Hungary prices first Samurai since 

2007  

14-Mar-2018  
By Takahiro Okamoto 
TOKYO, March 14 (IFR) - Hungary returned to 

the yen market for the first time in more than 
10 years on Wednesday with a ¥30bn three-

year Samurai bond. 

The deal priced at a 0.37% coupon for 25bp 

over yen offer-side swaps, in the middle of the 
initial guidance range of 20bp-30bp and at the 
tight end of the final 25bp-27bp range.  
Hungary's return continues its rehabilitation in 
the global capital markets following the euro 

zone sovereign debt crisis, and reintroduces a 

known name to the Samurai arena.  
After its debut in 2004, the central European 
country issued Samurai bonds once a year 
until a ¥25bn 10-year in October 2007, but it 
has been absent since then amid a series of 
credit downgrades with Moody's lowering its 
ratings from A2 to A3 in 2008, Baa1 in 2009, 
Baa3 in 2010, and Ba1 in 2011. The sovereign 
had to wait until 2016 for Moody's to restore 
its ratings to an investment-grade Baa3. 

Hungary made its debut in the Panda market 
and returned to the euro market in 2017, and a 

comeback in yen has been on the cards since its 
outstanding Samurai balance dropped to zero 
with the maturity of its 2007 issue last October. 
Economy Minister Mihaly Varga was quoted by 
Reuters in December as saying Hungary could 
issue a Samurai bond in the first half of 2018 in 

order to maintain its presence on the Japanese 
market.  
A shelf registration was filed in July to issue up 
to ¥100bn (US$933m) of Samurai bonds and up 
to ¥100bn of Uridashi bonds. 
For this Samurai transaction, Hungary chose 
three years, a tenor which leads thought would 

maximise investor demand, but had actually 
considered longer tenors as well before 
marketing officially began on March 8.  
The book built steadily on the back of demand 
from a variety of investors, including regional 
buyers, and the size was capped at ¥30bn.  
Daiwa and SMBC Nikko were leads on the deal, 

which came with expected ratings of Baa3 from 
Moody's, BBB- from S&P and Fitch and BBB+ 
from JCR. 
 
(Reporting by Takahiro Okamoto 
Editing by Steve Garton) 
(( Takahiro.Okamoto@thomsonreuters.com ;)) 
 
 

Poland 

Poland sells 5.2 bln zlotys in bonds at 

switch tender  

15-Mar-2018  

WARSAW, March 15 (Reuters) - Poland sold a 

total of 5.2 billion zlotys ($1.52 billion) worth 
of bonds at a switch tender on Thursday, the 
finance ministry said in a statement.  

This consisted of 197.5 million zlotys in bonds 
due July 2020, 2.1 billion zlotys in bonds due 
January 2023, 780 million zlotys in bonds due 

May 2024, 1.06 billion zlotys in bonds due April 
2028 and 1.09 billion zlotys in bonds due May 
2028. 
In exchange for the papers, the ministry bought 
back debt due in April, July and October of 2018 
and worth total of 5.09 billion zlotys.  
 
($1 = 3.4105 zlotys) 
(Reporting by Lidia Kelly) 
(( lidia.kelly@thomsonreuters.com ; +48 22 653 9722; 
Reuters Messaging: 
lidia.kelly.reuters.com@reuters.net )) 
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Romania 

Romania sells 560.2 mln lei (120 mln 

euro) of 2027 T-notes, yield up  

15-Mar-2018  
BUCHAREST (Romania), March 15 (SeeNews) - 

Romania's finance ministry on Monday sold 
above target 560.2 million lei ($149 
million/120 million euro) of Treasury notes 
maturing on July 26, 2027, central bank data 
showed. 

The average accepted yield was 4.56%, up from 
4.48% achieved at the previous auction of 
government securities of the same issue held in 

February, the data indicated. 

Demand for the T-notes, which carry an annual 
coupon of 5.80%, rose to 978.2 million lei from 
686.3 million lei in the February auction. 
The issue will be reopened on Friday when the 
finance ministry hopes to raise 45 million lei in a 
non-competitive tender. 

Romania's finance ministry plans to auction 3.95 
billion lei worth of government securities, 
including 450 million lei in non-competitive 
offers in March. 
 
(1 euro=4.6620 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Russia to issue new Eurobonds, swap 

existing ones, in one go  

14-Mar-2018  
MOSCOW, March 14 (Reuters) - Russia plans to 

issue new Eurobonds and swap existing ones 
in one go, though not necessarily in a single 
day, Russian Finance Minister Anton Siluanov 
said on Wednesday. 

According to its 2018 budget, Russia plans to 
place up to $3 billion in new bonds this month. 
Moscow also plans to swap up to $4 billion 
more of the bonds this year for debt with 
lower coupons. Moscow started swapping its 
benchmark Russia-30 Eurobond last year as 
part of efforts to bring down its debt-servicing 
costs 

"We will do this in one go, but that doesn't mean 
we'll do it in one day, in a single package," 
Siluanov said. 
To replace the Russia-30, on which Moscow pays 

a 7.5 percent coupon, the finance ministry was 
considering offering additional issues of 
Eurobonds maturing in 2027 and 2047 with 4.25 
percent and 5.25 percent coupons, respectively. 
Last year, Russian President Vladimir Putin 
ordered that Eurobonds be offered to help 

Russians holding capital abroad bring their 
money home. The finance ministry promised to 
give preference to Russians when selling 
sovereign Eurobonds.  
 
(Reporting by Andrey Ostroukh; writing by Polina 

Ivanova; editing by Larry King) 
(( p.ivanova@thomsonreuters.com ;)) 
 
 

Russia dollar bonds fall, yield premia 

rise on UK spy attack response  

14-Mar-2018  
LONDON, March 14 (Reuters) - Russian dollar-

denominated bonds came under pressure and 
yield premia widened on Wednesday after 
Prime Minister Theresa May said Britain would 
retaliate against Moscow in response to a 
nerve toxin attack on a former double agent in 
southern England. 

Bonds with longer-dated maturities suffered 
bigger losses, with the 2047 issue falling 0.6 
cents to its lowest in nearly six months, 

according to Thomson Reuters data. 
The average yield spread paid by Russian dollar 
bonds over U.S. Treasuries rose by 2 basis 
points (bps) to 169 bps - the widest level in 2-
1/2 months.  
Russia's rouble also suffered, weakening 0.5 
percent within an hour after the UK retaliation 

measures were announced. 
 
(Reporting by Karin Strohecker; editing by Claire 
Milhench) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Russia opens books for new Eurobond 

issue, to tap an Russia-47   

15-Mar-2018  
MOSCOW, March 15 (Reuters) - The Russian 

finance ministry has opened its books for a 
new 11-year sovereign Eurobond issue and 
also plans to sell some more of its already-
issued notes maturing in 2047, a financial 
market source said on Thursday. 

The ministry issued guidance on the coupon for 
the new 11-year issue in the region of 4.75 
percent, while the guidance for the top-up of the 
2047 issue was given in the 5.5 percent area, 

the source said. Books for both are expected to 
close on Friday. 
According to its 2018 budget, Russia plans to 

place up to $3 billion in new bonds. 
Moscow also plans to swap up to $4 billion more 
of its outstanding bonds this year for debt with 
lower coupons. 
Moscow started swapping its benchmark Russia-
30 Eurobond last year as part of efforts to bring 

down its debt-servicing costs. 
To replace that issue, on which Moscow pays a 
7.5 percent coupon, the finance ministry was 
considering offering additional issues of 
Eurobonds maturing in 2027 and 2047 with 4.25 
percent and 5.25 percent coupons, respectively. 

 
(Reporting by Katya Golubkova 
Editing by Hugh Lawson) 
(( ekaterina.golubkova@thomsonreuters.com ; +7 495 
775 1242; )) 
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Russia bondholders happy to hug 

sovereign as sanctions talk swirls  

16-Mar-2018  
•Investors don't expect sanctions on Russian 
sovereign debt 

•Russian Eurobond spreads at widest so far 
this year 
•Ratings upgrade lifted some sanctioned 
corporates 
•Stricter vetting process needed for Russian 
names 

By Claire Milhench 
LONDON, March 16 (Reuters) - Global investors 

are unlikely to start shunning Russia's 
sovereign debt even though Russian entities 

and individuals are seen at risk of further 
sanctions over a nerve agent attack on a 
former Russian double agent and his daughter 
in Britain. 

Britain has pinned the attack on Russia and 
expelled 23 Russian diplomats, while the United 
States announced more sanctions on Thursday 
for election meddling. 
But asset managers said Russia was unlikely to 

be shut out of international capital markets.  
"In the worst case you might have a sanctions 
spiral from the UK, U.S. and EU, but this will 
remain a very negative tail risk ... and not be 
my base case scenario," said Sergey Dergachev, 
functional head of EM corporate debt at 

Germany-based Union Investment. 

The premium investors demand to hold Russian 
sovereign dollar debt over safe-haven U.S. 
Treasuries has risen by 13 basis points this week 
to 175 bps. That is the widest this year but still 
well below the highs of 2014, when Russia 
annexed Crimea and sanctions were imposed on 

a swathe of Russian companies and individuals.  
Russia opened order books on Thursday for a 
new 11-year Eurobond, providing a test of 
market appetite. 
SAFER OPTION 
Many emerging debt managers say they 
cannot ignore Russia as its inclusion in key 
benchmarks mean they risk underperforming 

if they have no exposure. 
And holding sovereign debt has been seen as 
the safer option for managers wanting to 
avoid the minefield in Russian corporates, 
where different rules in different jurisdictions 
can create a compliance headache. 

"It (Russian sovereign debt) will be the last to 
be hit by sanctions if there is a strong 
escalation," said Raphael Marechal, head 

portfolio manager, emerging markets, at Nikko 
Asset Management.  
"A lot of people want to be on the safe side -- 
they don't want to become forced sellers of 
Russian assets. If you buy a corporate now, you 
don't know if there is a second round of 

sanctions and then you have to sell your 

position."  
Most currently sanctioned names have not 
tapped international markets since 2014, 
switching mostly to the rouble bond market or 
domestic banks. This has led to a scarcity 

premium for some names, although some 

managers said the valuation effect was 

negligible.  
For many, Russia remains a positive story, 
despite sanctions on big state-owned firms such 
as Sberbank and VTB. 
"Russia has proven it has extreme resilience 
regarding the corporate sanctions," said Viktor 

Szabo, senior investment manager at Aberdeen 
Standard Investments. "On the margin it 
increases the cost of capital, but it is not 
something Russia cannot live with." 
Sanctions did not prevent S&P Global lifting 
Russia to investment grade in February, its 
second such rating, widening its access to 
capital as Russian debt is now eligible for 

benchmarks tracked by trillions of dollars 
worldwide. 

CORPORATE UPGRADES 
Some Russian corporates have also been 
upgraded, presenting a problem for passive 
managers who are trying to avoid exposure to 
sanctioned names.  

"The wide-reaching sanctions from a number of 
different countries is likely to be an issue for 

international managers," said Abhishek Kumar, 
lead investment manager for emerging markets 
fixed income beta at State Street Global 
Advisors (SSGA).  
The addition of Gazprom, VEB and Russian 
Railways to the Bloomberg Barclays Global 
Aggregate index, which is tracked by an 

estimated $2-$3 trillion, has helped lift Russia's 
weighting to 0.33 percent from 0.17 percent at 
the start of the year. 
From March 29, Russia will also rejoin 
JPMorgan's investment-grade EMBI indexes, 
along with Russian Railways and VEB, with a 
combined weight of 6.8-8.6 percent.  

An estimated $54 billion in assets is 

benchmarked to these JPMorgan indexes, which 
are important for conservative investors such as 
European insurance companies who may be 
reluctant to hold junk-rated securities.  
S&P Global also upgraded Gazprom Neft, VTB 
and Transneft to 'BBB-'. Along with Gazprom 
and VEB, these are all subject to sanctions in 

some form.  
The ratings agency said most Russian companies 
and banks had managed to retain adequate 
liquidity despite the sanctions, implying no 
immediate rating impact.  
Gazprom, for example, is a regular issuer in 
international markets and sold a 750 million 

euro Eurobond on Wednesday, despite being 
under various sanctions from the United States 
and Canada. There have also been U.S.-imposed 
restrictions on the provision of financing to 
Gazprom Neft, Gazprombank, Sberbank, VEB 
and VTB since September 2014. 

"That's where the problem is," said Kumar. 
"Most managers would take a very cautious 

approach to be on the safe side, investing in 
bonds issued before September 2014." 
Russian investments go through a much stricter 
vetting process at SSGA than other bonds, he 
added: "It's reputational damage if you end up 
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buying the wrong bond so a lot of scrutiny goes 

into the purchase."  

 
(Reporting by Claire Milhench and Ekaterina 
Golubkova; Editing by Catherine Evans) 
(( claire.milhench@thomsonreuters.com ; +44)(0)( 
207 542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
 
 

Serbia 

Serbia, IMF discuss future cooperation 

after three-year loan deal ends  

12-Mar-2018  
BELGRADE, March 12 (Reuters) - The 

International Monetary Fund began talks with 

Serbia on Monday over future cooperation, 
after the end of a three-year 1.2 billion-euro 
($1.48 billion) standby loan deal. 

An IMF team led by James Roaf will stay in 
Serbia until March 16. It first met with the 
central bank governor Jorgovanka Tabakovic and 
finance minister Dusan Vujovic, the central bank 
said in a statement.  

Serbia successfully completed its loan 
programme with the lender last month, but the 
IMF warned Belgrade had to improve its 
business climate and ailing infrastructure to 
catch up with Western European peers. 
The central bank said Serbian and IMF officials 

would discuss reforms and modalities of future 

cooperation now that goals on macroeconomic 
balance and stability of public finances had been 
achieved.  
"This time the talks will focus on future 
economic policy priorities that would solidify 
achieved results and secure long-lasting and 

sustainable growth," it said.  
Belgrade is likely to seek an arrangement with 
the fund in the form of a Policy Coordination 
Instrument (PCI) - a programme intended for 
countries seeking to demonstrate commitment 
to a reform agenda or to unlock and coordinate 
financing from other official creditors or private 

investors. 

Serbia's economic output grew by only a 
moderate two percent in 2017, affected by a 
drop in winter electricity output and a poor 
harvest after months of drought. The economy is 
forecast to grow 3.5 percent this year.  
 
($1 = 0.8112 euros) 
(Reporting by Aleksandar Vasovic; Editing by Andrew 
Roche) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
 
 

Moody's says Serbia's credit profile 

balances diversified economy, stronger 

fiscal metrics against large contingent 

liabilities  

15-Mar-2018  
March 15 (Reuters) –  

Moody's: Serbia's credit profile balances 
diversified economy and stronger fiscal 

metrics against large contingent liabilities and 
reform challenges. 

Moody's on Serbia - expects growth to 
accelerate to 3.0% in 2018 and 3.5% in 2019, 
supported by private consumption as private 
sector employment expands. 
Moody’s-Serbia's (ba3 stable) credit profile 

benefits from its diversified economy, 
institutional reforms and stronger fiscal metrics. 
Moody's - Serbian economy's growth structure is 
now more balanced than before financial crisis, 
having seen shift towards export-driven growth. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 
 

Turkey 

Turkish February budget deficit 1.9 bln 

lira  

15-Mar-2018  
ANKARA, March 15 (Reuters) - The Turkish 

budget showed a deficit of 1.9 billion lira 
($488.60 million) in February, Finance 
Minister Naci Agbal said on Thursday, 
compared with a deficit of 6.8 billion lira in 
the same period a year earlier. 

The vitality of the economy shows that tax 

revenue performance in 2018 may exceed the 

government's target in its medium-term 
programme, Agbal said in a statement. 
The February budget showed a primary surplus 
of 4.8 billion lira, compared with a primary 
deficit of 1.8 billion lira the previous year. 
 
(Reporting by Orhan Coskun and Nevzat Devranoglu 
Writing by Ece Toksabay 
Editing by David Dolan) 
(( ece.toksabay@tr.com ; +90 312 2927022; Reuters 
Messaging: ece.toksabay.reuters.com@reuters.net )) 
 
 

Ukraine 

Another Ukraine rate hike hinges on 

inflation, IMF deal: MPC notes  

12-Mar-2018  
KIEV, March 12 (Reuters) - Any decision for the 

Ukrainian central bank to raise rates in April 
depends on inflation and Kiev's continued 
cooperation with the International Monetary 
Fund, according to notes from the bank's 

monetary policy committee published on 
Monday.  

The central bank raised its main interest rate to 
17 percent from 16 percent in March to help 
dampen stubbornly high inflation, the fourth 
consecutive rise. 

"The next decision on monetary policy ... will 
depend on the further development of the 

situation, in particular the dynamics of inflation 
and the obtaining of clear signals about the 
continuation of cooperation with the IMF," the 
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notes said. 

 
(Reporting by Natalia Zinets; writing by Matthias 
Williams 
Editing by Alison Williams) 
(( matthias.williams@thomsonreuters.com ;)) 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina minister says no more 

foreign bonds this year  

13-Mar-2018  

BUENOS AIRES, March 13 (Reuters) - Argentina 

will not sell any additional foreign bonds this 
year, Finance Minister Luis Caputo told a local 
newspaper on Tuesday, explaining additional 
financing needs would be met with $8 billon 
to $10 billion in locally issued bonds. 
Argentina sold $9 billion in a three-part dollar 
bond issuance in January, and Caputo said in 
an interview with La Nacion that investors 
had been concerned by the swift accumulation 
of debt. 

A spokeswoman for Caputo had previously said 
Argentina would sell about $15 billion in foreign 
currency bonds in 2018.  

Overall, Caputo told La Nacion, 60 percent of 
financing needs this year would be met on the 
local market and 40 percent abroad. Caputo has 
previously said total financing needs would be 

around $30 billion.  
"We are meeting our goal of depending less and 
less on external financing," Caputo said. He also 
said the government was working out a 
repurchase agreement for $2 billion to $3 billion 
over two years with banks. 
Argentina has aggressively returned to 
international debt markets since President 
Mauricio Macri was elected president in late 
2015. He settled a dispute with holdout 
creditors that had locked Argentina out of 
capital markets for more than a decade. 

 
(Reporting by Caroline Stauffer; Editing by Steve 
Orlofsky) 
(( caroline.stauffer@thomsonreuters.com ; +54 9 11 
5830 7443; )) 
 
 

Argentina gov't posts 20.2-bln-peso 

deficit in February  

15-Mar-2018  
BUENOS AIRES, March 15 (Reuters) - 
Argentina's government posted a primary 
fiscal deficit of 20.2 billion pesos ($1 billion) 

in February, 24.4 percent less than the same 
month in 2017, the Treasury Ministry said on 
Thursday. 

The South American country is on track to beat 
its target for a primary fiscal deficit worth 3.2 
percent of gross domestic product (GDP) in 

2018, Treasury Minister Nicolas Dujovne said 

earlier on Thursday. Including interest 

payments, February's deficit was 27.7 billion 
pesos. 
 
($1 = 20.12 pesos as of Feb. 28) 
(Reporting by Luc Cohen; Editing by Jonathan Oatis) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Argentina plans 2019 payment of $1.5 

bln in delayed gas subsidies  

15-Mar-2018  
By Luc Cohen 
BUENOS AIRES, March 15 (Reuters) - Argentina 

plans to pay the $1.5 billion in natural gas 
production subsidies it owes to oil companies 
in installments beginning in January 2019, 
Energy and Mining Minister Juan Jose 
Aranguren told reporters on Thursday. 

Payment delays have plagued the country's so-
called Plan Gas subsidy program since it was 
implemented in 2013 to attract investment in its 
natural gas fields by offering companies a price 

floor of $7.50 per million British thermal units 
for new production above a set base level. 
The delays have grown under President Mauricio 
Macri as he seeks to shrink Argentina's fiscal 
deficit. In December, Aranguren said the 
government had not made any of the payments 

accrued in 2017 "due to the national 

government's need to meet its budget 
commitments." 
"We are going to propose canceling [the debt] 
in installments beginning in 2019," Aranguren 
said on the sidelines of a conference on 
Thursday, adding that a resolution outlining 
how companies could sign up to receive the 
payment would be issued soon.  

State-owned YPF SA , which produces a third of 

the country's natural gas, said last week it is 
owed $780 million in subsidies. 
Aranguren said it was unlikely interest would be 
paid on top of the repayment, which would mark 
a shift from 2016, when the government gave oil 

companies $1.1 billion in bonds at 8 percent 
annual interest to compensate them for unpaid 

subsidies in 2015.  
"It could be that there is [interest], it could be 
that there is not," Aranguren said. "I do not 
think so, but let us wait until the resolution 
comes out."  
He added that while the payment would be 

made in Argentine pesos rather than dollars, 
there may be a "scaling" mechanism to prevent 
companies from losing out because of exchange 
rate volatility. The peso has fallen 28 percent 
against the U.S. dollar since the beginning of 
2017.  

The U.S. Energy Information Agency estimates 

Argentina is home to the world's No. 2 reserves 
of shale gas and the fourth largest of shale oil, 
mostly in its Belgium-sized Vaca Muerta play. 
But investment has remained below the $10 
billion per year needed to fully develop the area, 
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located in remote Patagonia. 

Since taking office in December 2015, Macri has 

sought to lower labor costs and improve 
infrastructure to attract foreign investment to 
the shale formation. 
 
($1 = 20.2900 Argentine pesos) 
(Reporting by Luc Cohen; Editing by Steve Orlofsky) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Chile 

Chile to implement austerity measures, 

simplify tax code  

12-Mar-2018  
By Antonio De la Jara 
SANTIAGO, March 12 (Reuters) - Chile's new 

government is prioritizing belt-tightening 
measures after inheriting a larger-than-
anticipated fiscal deficit from the prior 
administration, while fine-tuning plans to 
simplify the tax code, Finance Minister Felipe 

Larrain said on Monday. 

Conservative President Sebastian Pinera took 
office for a second non-consecutive term on 
Sunday, calling for a return to "fiscal 
equilibrium" in order to combat economic 
"stagnation" in the top copper exporter. "We're 

in a period of tight budgets, with levels of public 
debt that have doubled, which means we must 

begin with austerity measures, followed by a 
reassigning of resources, in order to finance the 
president's program," Larrain told reporters as 
he entered the finance ministry for his first day 
on the job. 
The finance ministry said in a statement that it 

had inherited a fiscal deficit of 2.1 percent of 
gross domestic product, wider than the 1.7 
percent that the outgoing President Michelle 
Bachelet's center-left government had previously 
estimated. 
Chile's Congress authorized an increase in 
public spending of 3.9 percent for this year, 
which Pinera has previously criticized as 

"high." 

"We're not talking about mega-adjustments, 
we're talking about austerity measures," Larrain 
said. 
Larrain, a Harvard-trained economist who 
previously served as Pinera's finance minister 
between 2010 and 2014, also said he was 

preparing a plan to "perfect" Chile's tax code. 
"The goal here is to simplify the tax code and 
make it more user-friendly," Larrain said. 
The previous government passed a complex tax 
overhaul that raised corporate taxes but was 
blasted by the business community for creating 
a climate of uncertainty.  

Larrain said the Pinera administration hopes to 
present the new tax program later this year. 
 
(Reporting by Antonio de la Jara, writing by Dave 
Sherwood, editing by Jonathan Oatis and Rosalba 

O'Brien) 
(( dave.sherwood@thomsonreuters.com ; +56 9 9138 
1047, +56 2 2370 4224; Reuters Messaging: 
dave.sherwood.thomsonreuters.com@reuters.net )) 
 
 

Colombia 

S&P Says Colombia 'BBB-/A-3' Foreign 

Currency Sovereign Ratings Affirmed 

After Congressional Elections; Outlook 

Remains Stable  

13-Mar-2018  
March 13 (Reuters) - S&P: 
S&P says Colombia 'BBB-/A-3' foreign 
currency sovereign ratings affirmed after 
congressional elections; outlook remains 
stable. 

S&P says Colombian economy likely to 
experience modest recovery in growth in 2018, 
along with decrease in current account deficit. 
S&P says Colombia's outlook reflects expectation 

political institutions, pro-growth economic 
policies to contribute to economic stability, 
growth recovery in 2-3 years. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 
 

Fitch Says Colombia Congress Election 

Supports Macro Framework  

13-Mar-2018  
March 13 (Reuters) - Fitch: 
Fitch says Colombia congress election 
supports macro framework. 
Fitch says electoral results are likely to 

contribute to continuation of Colombia's track 
record of effective economic policy. 

Fitch says Colombia's economy is likely to 
recover this year after adjusting from an oil 
price shock which began in 2014. 
Fitch says a sharp divergence from existing 
macroeconomic policy framework in Colombia is 
unlikely from any of the major election 

candidates. 

Fitch says expects fiscal consolidation to 
continue as Colombia government is likely to 
abide by the structural balance rule. 
Fitch says external debt in Colombia is likely 
to have peaked, expect it to fall over medium 
term. 
Fitch says persistent low growth, spending 

pressures in Colombia could hamper efforts to 
reduce fiscal deficit, stabilize debt burden, 
especially beyond 2018. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 
 

Paraguay 

Paraguay presidential candidate would 

not change tax system  

16-Mar-2018  
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By Daniela Desantis 

ASUNCION, March 15 (Reuters) - The ruling-

party candidate in Paraguay's April 22 
presidential election, Mario Abdo, told Reuters 
on Thursday he would not raise taxes on the 
country's key farm sector despite opposition 
calls for a levy on soybean exports. 

"If we increase taxes, we can lose 
competitiveness and attractiveness to national 
and foreign capital," said Abdo. The 46-year-old 

former senator belongs to the Colorado party. 
He is facing opposition figure and lawyer Efraín 
Alegre in next month's vote. 
There is no independent polling being done on 
the race. Abdo says his opinion polls show him 
30 points ahead, while polls done by the 
opposition show a technical tie.  

Some analysts and opposition figures like Alegre 
say Paraguay's agricultural sector, which has 
helped boost the country's gross domestic 
product in recent decades, should increase its 
contribution to the treasury. 
The country produced more than 10 million 

tonnes of soybean for the first time last year and 
supplies from the country are expected to 
continue growing. 
Paraguay has also become a major international 
beef exporter. 
Abdo said in an interview that Paraguay 
should keep borrowing in the international 
capital markets to fund road and port projects 

that are key to growth. 
"Within the debt structure, we also want to 
raise the percentage of multilateral credits, 
look for a balance. But we will continue with 
issuing bonds," Abdo said. 

The country issued a 30-year bond last week for 
$530 million at 5.6 percent.  
Abdo's father was private secretary and an 
influential figure in the government of Alfredo 

Stroessner, who ruled the country with an iron 
hand for 35 years. Abdo's detractors call him "a 
son of the dictatorship". 
He calls the epithet unfair, considering he 
himself had nothing to do with the government 
of Stroessner, who was ousted in 1989. 
"They criticize me for a past that I had no 

responsibility for," he has said. 
Paraguay's next president will take power in 
August for a five-year term. Current President 
Horacio Cartes is constitutionally barred from 
seeking re-election. 
 
(Writing by Hugh Bronstein; Editing by Peter Cooney) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
 
 

Peru 

Fitch Says Chile Tailwinds Return But 

Challenges Remain  

15-Mar-2018  
March 15 (Reuters) - Fitch: 
Fitch says Chile tailwinds return but 

challenges remain. 

Fitch says expects Chile's growth & fiscal outlook 

to improve over medium term but public debt 

metrics unlikely to return to their prior low 
levels. 
Fitch says projects Chile's GDP growth will 
accelerate this year to 3.0 pct. after averaging 
1.8% from 2014 to 2017. 

Fitch says Chile's new president has inherited 
recovering economy benefiting from external 
tailwinds. 
Fitch says Chile's GDP growth this year will be 
driven by better external conditions and 
business confidence. 
Fitch says Chile's new president may have 

limited political scope & capital to enact pro-
growth reforms, accelerate fiscal consolidation. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 

AFRICA 
 

Angola 

Angola's growth outlook boosted by oil 

price, policy shifts  

16-Mar-2018  
•IMF sees 2.25 pct growth this year, 5 pct 
medium-term 
•President Lourenco is implementing better 
policies - IMF 
•IMF says no bailout necessary for the oil 
exporter 

By Stephen Eisenhammer 
LUANDA, March 16 (Reuters) - Angola's 

economic growth prospects are on the rise as 
higher oil prices and sounder policies under 
President Joao Lourenco bring greater 
stability to Africa's second biggest crude 
exporter, the International Monetary Fund 
said on Friday. 

Angola's economy is expected to expand by 2.25 
percent this year from 1 percent in 2017 and 
growth should reach 5 percent in the medium-

term, Ricardo Velloso, IMF division chief for 

Africa, told reporters in Luanda. 
Since coming to power in September, Lourenco 
has vowed to revive sub-Saharan Africa's third 
largest economy, attract investment and combat 
the endemic corruption that plagued the 38 year 
rule of his predecessor Jose Eduardo dos Santos. 
Velloso said Lourenco's government had 
already supported the economy by devaluing 
the kwanza currency, promising to reduce 
debt and restructuring state oil company 
Sonangol. He also said higher oil prices had 
helped. 

"The Angolan economy is experiencing a mild 
recovery. The new administration is rightly 

focusing on restoring macroeconomic stability 
and improving governance," Velloso said. 

"Over the medium term, the outlook is for 
continued gradual recovery in economic activity 
but there are risks, including a decline in oil 
prices and slippages in implementation of the 
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structural reforms to promote economic 

diversification." 
The IMF does not think a bailout is necessary 
despite Angola's heavy debt burden and high 
inflation, saying Lourenco's reform plans and 
a buoyant global debt market should help 
stabilise public finances, Velloso said. 

The IMF supports the Angolan government's 
policy of extending maturities on debt rather 
than restructuring, he said. 

“With the higher oil price and decent access to 
external financing for frontier and emerging 
markets there isn’t a need for IMF financing for 
Angola," Velloso said in response to a question 
about a possible bailout. 
"Obviously if we receive a request we will 
analyse it with care like with any member 

country of the IMF." 
Inflation was expected to reach 24.75 percent 
year-on-year by the end of the year compared 
to 22.72 percent in January, the IMF predicts. 
 
(Reporting by Stephen Eisenhammer 
Writing by Joe Brock 
Editing by Edmund Blair and Toby Chopra) 
(( joe.brock@thomsonreuters.com ; +27117753142; 
Reuters Messaging: 
joe.brock.thomsonreuters@reuters.net )) 

 
 

Ivory Coast 

Ivory Coast launches dual-tranche euro 

bond  

15-Mar-2018  
By Robert Hogg 
LONDON, March 15 (IFR) -  
* Launch 12yr EUR850m at 5.25%. 30yr 

EUR850m at 6.625%. Combined books over 
EUR4.8bn, evenly split (5.00pm) 

Ivory Coast has set price guidance on a euro-
denominated dual-tranche transaction, 
according to a lead. 

The African sovereign is marketing a March 2030 
amortising bond, which has a weighted average 
life of 11 years, at a yield of 5.375% area. The 

notes were initially marketed in a range of 
5.50%-5.625%. 

It is also marketing a March 2048 amortising 
note, which has a weighted average life of 29 
years, at 6.75% area. The sovereign opened 
books on the transaction at 6.875%-7%. 
The combined order books are in excess of 
€4.7bn, evenly split. 
BNP Paribas, Citigroup, Deutsche Bank and 

Societe Generale are the bookrunners. 
The sovereign is rated Ba3 by Moody's and B+ 
by Fitch. 
 
(Reporting by Robert Hogg; editing by Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
 

 

Kenya 

IMF approves Kenya's request to 

extend stand-by agreement by 6 

months  

14-Mar-2018  
NAIROBI, March 14 (Reuters) - The 

International Monetary Fund has approved a 
request by Kenya to extend its stand-by 
agreement, that was due to expire at the end 
of March, by six months to give it time to 

finish reviews, IMF said in a statement. 

The stand-by agreement, which was approved in 
March 2016, was for about $989.8 million, 
alongside a stand-by credit facility of about 

$494.9 million. 
"On March 12, 2018, the Executive Board of the 
International Monetary Fund approved Kenyan 

authorities' request for a six-month extension of 
the country's Stand-By Arrangement to allow 
additional time to complete the outstanding 
reviews," it said in a statement late on Tuesday. 
 
(Reporting by George Obulutsa; Editing by Himani 
Sarkar) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
 
 

Nigeria 

Nigeria's forex reserves rise to $46 bln 

as at March 9  

11-Mar-2018  
LAGOS, March 11 (Reuters) - Nigeria's foreign 

exchange reserves rose to $46 billion as at 
the close of business on March 9, the central 
bank said in a statement on Sunday.  

Successful debt sales, including multiple 
Eurobond offerings last month, and higher oil 
prices have helped the government accrue 

billions of dollars in foreign reserves, although 

they remain far from the peak of $64 billion in 
August 2008. 
 
(Reporting by Alexis Akwagyiram, editing by David 
Evans) 
(( alexis.akwagyiram@thomsonreuters.com ; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak) ) 
 
 

Nigeria's total debt rose to 21.7 trln 

naira at end of 2017, debt office says  

14-Mar-2018  
ABUJA, March 14 (Reuters) - Nigeria's total 

national debt grew to 21.7 trillion naira 

($70.92 billion) at the end of December 2017, 
the director-general of Nigeria's Debt 
Management Office told a news briefing on 
Wednesday. It was 17.36 trillion naira at the 
end of 2016. 
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Nigeria's first Eurobond will be repaid when it 

matures in July, said the head of the DMO, 

Patience Oniha. The national debt mix is about 

30 percent foreign and 70 percent local after a 
$2.5 billion Eurobond sale in February, she 
said. 
Earlier this month, Nigeria paid off about 130 
billion naira worth of treasury bills maturing this 
week instead of rolling over the debt as it has 

done in the past. 
Nigeria, with Africa's largest economy, is trying 
to increase its ratio of foreign, dollar-serviced 
debt to local debt, in a bid to lower costs. 
Eurobond sales last year boosted foreign 
reserves by $4.8 billion, in addition to February's 
$2.5 billion gain, Oniha said. 

Nigeria is also expected to save 81.66 billion 

naira after it refinanced $3 billion of treasury 
bills, she said. 
Last week, Nigeria's central bank said foreign 
reserves rose to $46 billion at the close of 
business on March 9. 

Successful debt sales and higher oil prices have 
helped the government accrue billions of dollars 
in foreign reserves, although they remain far 
from the peak of $64 billion reached in August 
2008. 
 
($1 = 306.0000 naira) 
(Reporting by Chijioke Ohuocha, writing by Paul 
Carsten, editing by Larry King) 
(( paul.carsten@tr.com ; Reuters Messaging: 

paul.carsten.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/PaulCarsten) ) 
 
 

South Africa 

South Africa to tap "conducive" bond 

markets shortly  

13-Mar-2018 12:12:43 
•Plans to borrow $3 billion shortly 
•Finance minister unsure about outcome of 
Moody's review 
•Says land reform focus of agencies, 
investors' questions 
•Plan could see landless blacks given land 
quickly 

By Marc Jones and Karin Strohecker 
LONDON, March 13 (Reuters) - South Africa 
plans to use optimism generated by political 
changes in the country to tap international bond 
markets for up to $3 billion shortly, its Treasury 
said on Tuesday. 
Tshepiso Moahloli, chief director of liability 

management at the Treasury, told reporters it 
could potentially issue in currencies other than 
dollars and in segments rather than $3 billion all 
at once. 
"We do take opportunity when the market is 
conducive and currently the market is 

conducive," Moahloli said.  

She was speaking in London alongside new 
South African Finance Minister Nhlanhla Nene.  
The country's final investment grade credit 
rating, by Moody's, is hanging by a single notch, 

with the agency due to publish later this month 

the results of a review for possible downgrade. 

Nene said he believed South Africa was telling a 
"credible" economic story. 
But he acknowledged that it was unclear if 
Moody's would cut the rating to 'junk', and that 
both the agency and private investors were 
asking many questions about a government plan 

to transfer land from white to black owners.  
New South African President Cyril Ramaphosa 
is enjoying something of a honeymoon period 
with markets and investors after succeeding 
Jacob Zuma, whose scandal-tainted 
administration oversaw an economic 
downturn. 

Nene was reappointed to his former position by 
Ramaphosa two years after being sacked from 

the same role by Zuma. 
But Ramaphosa's plan to change the constitution 
to allow white-owned property to be taken 
without payment for redistribution to landless 
blacks is raising concerns - notwithstanding the 
fact that he told Moody's last week that it would 
be implemented so as not to harm the economy 

or food security. 
Nene said he too had met senior Moody's 
analysts on Monday in London and gone through 
plans to cut spending and increase revenues. 
"We are looking at what needs to be done to 
stimulate growth, among other things building 

confidence... credibility." 
"...It is very difficult to read the body language 

of rating agencies, but I think it is a credible 
story we are telling," Nene said. 
A downgrade would have a negative effect, he 
said, adding that questions on the land 
reforms "came from almost all the 
conversations we had" with Moody's as well 
as investors. 

The plan entailed "a whole host of things 
including completing the land audit, where is 
unused land, what is it and who are those 
people that actually require the use of land," he 
said, suggesting that it could be implemented 
quickly. 
"I don't think as government we should wait 

only for the outcome of the constitutional review 

committee's report," he said. 
A senior official of Ramaphosa's ruling African 
National said last week the policy would mainly 
target unused land. 
 
(Reporting by Marc Jones and Karin Strohecker 

Editing by Alison Williams and John Stonestreet) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs)) 
 
 

Tunisia 

Moody's Downgrades Tunisia's Rating 

To B2, Outlook Changed To Stable  

14-Mar-2018  
March 14 (Reuters) –  
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Moody's downgrades Tunisia's rating to B2, 
outlook changed to stable. 

Moody's says downgraded long-term issuer 

rating of government. of Tunisia to B2 from B1, 
outlook changed to stable from negative. 
Moody's says downgraded Tunisia on 
expectation that erosion of fiscal strength, forex 
reserve buffers to not reverse significantly in 
next few years. 

 
(Reuters.Brief@thomsonreuters.com) 

GLOBAL 

 

Fitch: Global Growth Is Booming, 

Central Banks Turning Less Cautious  

14-Mar-2018  

Fitch Ratings-London-March 14: The global 

economy is experiencing boom-like growth 
conditions and central banks are becoming 
less cautious as inflation risks rise, according 
to Fitch's latest "Global Economic Outlook" 

(GEO). The US, Eurozone and China are all likely 
to grow well above trend in 2018 and global 
economic growth is set to remain above 3% for 
three consecutive years until 2019, a 

performance not achieved since the mid-2000s. 
"The acceleration in private investment, pro-
cyclical US fiscal easing and global monetary 
policies that are still very loose are all boosting 

growth in the advanced economies, while high 
commodity prices and the weakening of the 

dollar have underpinned the emerging market 
recovery. China is gently touching the brakes 
but is still prioritising high growth in the near 
term," said Brian Coulton, Chief Economist at 
Fitch. 
Growth in advanced economies is benefitting 
from a strengthening investment cycle as 
business sentiment improves, external 

demand picks up and labour resources 

become increasingly scarce. Tax reforms in the 
US could also boost investment. The pick-up in 
bank lending in the eurozone is particularly 
helping small and medium-sized firms, which 

account for half of capex, but reduced economic 
and policy uncertainty and rising capacity 

utilisation rates are also supporting the 
investment outlook. We have revised up 
investment forecasts for the US and the 
eurozone. 
Consumer spending in advanced economies is 
benefitting from the ongoing tightening in labour 
markets. Global monetary policy settings 

remain highly accommodative and credit 
conditions very easy despite the recent 

increases in bond yields. US fiscal policy is 
being eased aggressively, with the federal deficit 
likely to rise to over 5% of GDP by 2019 from 
around 3.5% in 2017. 

Strong growth and declining unemployment 

have increased inflation risks in the advanced 
economies but a sharp surge in inflation still 
seems unlikely. The trade-off between inflation 
and unemployment has flattened in recent 

years, headline unemployment rates may 

understate slack and rising investment could 

boost productivity, holding down unit labour 
costs. Nevertheless, diminishing spare capacity 
is cementing the move towards monetary policy 
normalisation. 
"Central banks are becoming less cautious about 
normalising monetary policy in the face of strong 

growth and diminishing spare capacity. We 

expect the Fed to raise rates no less than 

seven times before the end of next year. And 
while still sounding tentative, the ECB is clearly 
laying firm groundwork for phasing out QE 
completely later this year. We now also expect 
the BoE to raise rates by 25bp this year," added 

Coulton. 
We expect China's economy to slow in 2018 as 

credit growth decelerates, housing sales flatten 
off and investment growth eases. Macro-
prudential tightening has been a bit more 
concerted than expected but the authorities 
have recently reaffirmed their commitment to 

maintaining high growth rates in the short term. 
The wider emerging-market recovery has been 
helped by a weaker dollar and rising commodity 
prices but these benefits are likely to fade. We 
expect oil prices to fall back below USD60 per 
barrel (Brent) and the dollar to be supported by 

faster Fed rate rises and improving US growth 
prospects. 
We have again upgraded growth forecasts as 
the eurozone recovery powers ahead, US 
fiscal policy eases by more than anticipated 

and investment prospects improve. US growth 
has been revised up to 2.7% in 2018 and 2.5% 
in 2019 from 2.5% and 2.2%, respectively, in 

our December 2017 GEO. Eurozone growth has 
been revised up to 2.5% in 2018 and 1.8% in 
2019 from 2.2% and 1.7%, respectively. China's 
2018 forecast has also been revised up slightly 
(by 0.1pp) but growth is still expected to slow to 
6.5% from 6.9% in 2017. Growth forecasts for 
Japan and the UK are unchanged for 2018 at 

1.3% and 1.4%, respectively. 
The key risks to the forecasts are a sharp pick-
up in US core inflation - which would necessitate 
more abrupt, growth-negative adjustments in 

interest rates - and a major escalation in global 
trade protectionism. US-China trade tensions 
seem highly likely to increase in coming months 

but the situation would have to deteriorate quite 
dramatically to adversely affect the near-term 
global growth outlook. 
The new Global Economic Outlook is available at 
www.fitchratings.com or by clicking the above 
link. 

Notes for Editors: Fitch's Economics team, led by 
Chief Economist Brian Coulton, analyses global 
macroeconomic trends and their impact on credit 
markets around the world. The team publishes 
global macroeconomic research, forecasts and 

commentary focusing on 20 major advanced and 
emerging economies.  

 
The Global Economic Outlook, the flagship publication 
of Fitch's Economics team, and other global economic 
research and commentary are available at 
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www.fitchratings.com/site/economics 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
Additional information is available on 

www.fitchratings.com 
 
 

GLOBAL MARKETS-Investors flock to 

safe-haven bonds; stocks end mixed  

15-Mar-2018  
•U.S. stocks turn lower on Mueller subpoena 
•Trump official downplays concerns about a 
global trade war 
•U.S., Euro bond yields lower on global 
political tensions 

By Nick Brown 

NEW YORK, March 15 (Reuters) - The S&P 500 

edged slightly lower on Thursday, in its first 
four-day losing streak of 2018, while global 
political tensions kept demand high for safe-

haven government bonds on both sides of the 
Atlantic. 

It was a choppy day overall for stocks, with 
MSCI's gauge of stocks across the globe 
shedding 0.07 percent.  
European indexes closed in the black. The S&P 
was modestly higher until a late-afternoon 
report that U.S. Special Counsel Robert Mueller 

had subpoenaed documents from the Trump 
Organization, which President Donald Trump ran 
with his family before entering the White House. 

The Dow Jones Industrial Average rose 115.54 
points, or 0.47 percent, to 24,873.66, the S&P 
500 lost 2.15 points, or 0.08 percent, to 
2,747.33, and the Nasdaq Composite dropped 

15.07 points, or 0.2 percent, to 7,481.74. 
The pan-European FTSE Euro first 300 index 
rose 0.53 percent. 
Concerns about moves by Trump viewed as 
protectionist, including his seeking to impose 
duties of up to $60 billion on Chinese imports, 
had pressured equities this week, particularly 
shares of manufacturers.  

Before the disclosure of the Mueller subpoena, 
those concerns showed signs of easing after 
Peter Navarro, Trump's top adviser on 

international economic exchanges, said on CNBC 
that the tariffs would not necessarily provoke a 
trade war. 
That helped buoy companies like heavy 

equipment maker Caterpillar Inc, which rose 1.3 
percent, while S&P's industrial index rose 0.4 
percent. 
In Europe, a strong showing by insurance 
companies like Munich Re and Generali, both up 
more than 2.5 percent, offset political concerns 
over creeping far-right influence in Italy and 

growing tensions between Russia and the U.K.. 
The U.S. dollar gained against a basket of six 
other currencies. The dollar index rose 0.47 
percent, with the euro up 0.01 percent to 

$1.2305. 
But the dollar remained down against the safe-

haven Japanese yen, a sign investors remain 
concerned about political and economic 
instability. 

Bond yields, too, reflected an increased 
appetite for government assets viewed as less 

risky.  
Many yields in the euro zone fell to their 
lowest levels since late January, pushed down 
by both political uncertainty and expectations 
for a slow exit from the European Central 
Bank's stimulus. 

Germany's 10-year bond yield fell to 0.57 
percent, its lowest level in seven weeks. French 
and Dutch 10-year bond yields also fell to their 

lowest levels since January. 
"It's the backdrop that's leading yields to drop, 
with ... concerns from investors about the U.S. 
trade war and Trump rebuilding his cabinet, as 
well as political reports from Italy about populist 
party negotiation," said ING rates strategist 
Benjamin Schroeder. 

The U.S. Treasury yield curve continued to 
flatten, with the spread between the 2- and 10-
year yields shrinking to 53.40 basis points, a 
fourth straight day of contraction, reapproaching 
the decade low hit in January.  
The spread between 5- and 30-year yields was 
down to 43.70 basis points, also approaching 

decade lows hit in early February. 
Benchmark 10-year notes last fell 3/32 in price 
to yield 2.8262 percent, from 2.817 percent late 
on Wednesday. 
The 30-year bond last /32 in price to yield 
3.0576 percent, from 3.058 percent on 

Thursday. 

Oil prices edged higher in choppy trade. U.S. 
crude rose 0.38 percent to $61.19 per barrel 
and Brent was last at $65.05, up 0.25 percent 
on the day. 
 
(Additional reporting by Fanny Potkin and Kate 
Duguid; Editing by Nick Zieminski and Leslie Adler) 
(( nicholas.p.brown@tr.com ; + 1 646 281 6045; 

Reuters Messaging: 
nicholas.p.brown.reuters.com@reuters.net ; on Twitter 
https://twitter.com/NickPBrown) ) 
To read Reuters Markets and Finance news, click on  
https://www.reuters.com/finance/markets 
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