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ASIA 
  

Asian bonds see foreign outflows in 

April, trade war to hurt more   

17-May-2019  
By Patturaja Murugaboopathy and Gaurav Dogra 
May 17 (Reuters) - Overseas investments into 

Asian bonds turned negative for the first time 
in three months in April, and analysts 

predicted the regional assets to come under 
more pressure due to an escalation in the 
Sino-U.S. trade dispute. 
The optimism over a trade deal dwindled after 

the United States raised levies to 25% from 
10% on $200 billion more of Chinese goods on 
May 10. China said it would impose higher tariffs 
on a range of U.S. goods from June 1. 
Foreigners sold a net $3.64 billion of regional 
bonds last month, the highest since May 2018, 

data from regional banks and bond markets 
associations in Malaysia, Thailand, Indonesia, 

South Korea and India showed. 

Malaysia led the regional outflows last month, 
witnessing foreign sales of $2.38 billion, after 
global index provider FTSE Russell said it could 
drop Malaysia from the FTSE World Government 
Bond Index because of concerns about market 
accessibility and liquidity. 
Indian and Indonesian bonds saw outflows of 

$738 million and $476 million, respectively, in 
April. The data showed foreigners have further 
sold $538 million in the two markets so far this 
month. 
"As long as we have this risk-off scenario playing 
its part, especially the trade war and geopolitics, 

investors will stay clear of the emerging 
markets," said Prakash Sakpal, economist Asia 
at ING Bank. 
"The outlook is not great for the high-yielding 
bonds like Indonesia and the Philippines, even 

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 

though the central banks in some of the markets 

are turning out to be accommodative." 

Malaysia and Philippine central banks cut their 
policy rates this month in efforts to prop up their 
economies amid concerns over slowing global 
growth. 
In April, South Korean bonds attracted inflows of 
$452 million. 

"Korean government bonds could offer good 
broad protection against escalations in global 
trade disputes," said Radhika Rao, economist at 
DBS Bank. 
"Recall in 2018, Korean bonds, together with 
China bonds, were huge beneficiaries of elevated 

U.S.-China trade hostilities." 
Thai bonds also witnessed foreign outflows of 
$493 million in April.  

 
(Reporting By Patturaja Murugaboopathy and Gaurav 
Dogra in Bengaluru; editing by Gopakumar Warrier) 
(( patturaja.muruga@thomsonreuters.com ; +91-80-
6749-6540; Reuters Messaging: 
patturaja.muruga.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Asian issuers lead Samurai revival  

17-May-2019  
• Bonds: Indonesia and Maybank tap 

into supply-starved market 
By Takahiro Okamoto 
TOKYO, May 17 (IFR) - Two Asian issuers sold 

Samurai bonds last week, bringing the market 

back to life after a supply drought in April 
following the end of the bail-in bond boom. 

Malayan Banking on Wednesday sold the first 
Samurai bond since the start of the Japanese 
financial year on April 1, attracting decent 
demand after a four-year absence with a 
¥54.8bn (US$500m) three-tranche trade.  
The Republic of Indonesia quickly followed a day 

later with a massive ¥177bn (US$1.6bn) six-
trancher, the biggest Asian public offering of 
standalone Samurai bonds on record. 
Maybank, Malaysia's biggest bank by assets, 
filed a Samurai shelf registration last June, but 
market conditions were not necessarily ideal for 

the bank. Issuance last year was dominated by 
European banks raising funds that count towards 
total loss-absorbing capacity requirements, and 
Maybank was aware that its senior bonds might 
struggle to compete with wider spreads on TLAC 
bonds.  
TLAC issuance in yen came to a full stop in April 

as new risk-weighting rules took effect for 
regional banks, opening a window for Maybank. 
The bank and lead managers BNP Paribas, 
Daiwa, HSBC, Mizuho and SMBC Nikko were 
initially aiming to sell about ¥30bn, but demand 
comfortably beat that target. Some investors 
showed interest in the 10-year sector during the 

sounding period, enabling the issuer to go out 
along the curve. 
Maybank sold ¥39.8bn of 0.27% three-year 
notes, a ¥9bn 0.34% five-year, and a ¥6bn 
0.58% 10-year. The respective spreads over yen 
offer-side swaps were 25bp, 30bp and 40bp with 

ratings of A3 by Moody's and A by JCR.  

It was not necessarily easy to gauge fair value 

given that Maybank does not have a liquid senior 
benchmark in US dollars or euros. Initial 
guidance was hence released in wide ranges at 
20bp–30bp over yen offer-side swaps for the 
three-year, 25bp–35bp for the five-year, and 
35bp–45bp for the 10-year. To set the guidance 

ranges, leads used the issuer's privately placed 
US dollar floaters and other Asian banks' senior 
debt, as well as investors' feedback. All three 
tranches priced at the mid-point.  
RECORD SOVEREIGN 
Indonesia kept the momentum going on 
Thursday with a massive ¥177bn six-trancher, 

smashing the Philippines' ¥154.2bn record 
with the biggest public offering of Asian risk 
in the Samurai market. (Malaysia printed a 
¥200bn JBIC-guaranteed 10-year Samurai in 
March via a private placement.) 

Indonesia's new trade demonstrates the 
following the Asian sovereign has established as 
a regular issuer, having issued standalone 
Samurai bonds every year since 2017. 

"Through the non-deal roadshow, we have 
succeeded in increasing positive sentiment from 
both existing and new investors based in and 
outside Japan," said the issuer in a statement. A 
banker on the deal said Indonesia met even 
regional investors. Such efforts paid off as 
regional participation increased to 9.4% from 

6% at the previous deal. 

The issuer had intended to venture into longer 
maturities, but it was not easy. Indonesia had to 
drop a 20-year tranche when it sold Samurai 
bonds 12 months earlier.  
Marketing of this deal began with three and five-

year tranches with the longer seven, 10, 15 and 
20-year tenors dependent on investor demand.  
Ultimately the deal comprised six tranches - a 
¥75.7bn 0.54% three-year, an ¥80.2bn 0.83% 
five-year, a ¥4.5bn 0.96% seven-year, a ¥7.6bn 
1.17% 10-year, a ¥4bn 1.55% 15-year, and a 
¥5bn 1.79% 20-year. 

The respective spreads over yen offer-side 
swaps were 52bp, 80bp, 88bp, 100bp, 120bp 
and 130bp. This compared with initial guidance 

ranges of 45bp–55bp, 75bp–85bp, 85bp–95bp, 
95bp–105bp, 120bp area and 130bp area.  
The tranches suggest that Japanese investors 
still prefer shorter-dated emerging market debt, 

though they did place bigger orders for the five-
year than for the three-year. Part of the reason 
for the bigger five-year tranche was that 
investors were aware of the issuer's wish to 
issue longer tenors and were concerned it would 
cap the three-year. Ultimately, however, 

Indonesia decided against a cap and filled orders 
in full.  
"I thought it would be over ¥150bn, but it came 
out even bigger," a banker away said in 

amazement, especially because US insurer 
MetLife printed a ¥151.7bn five-tranche deal on 
the same day. "The two deals did not cannibalise 

each other, which means investors have ample 
money, so these deals would give a positive 
shock to the yen market."  
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Daiwa, Mizuho, Nomura and SMBC Nikko were 

the lead managers on the Indonesian deal, 

which is expected to be rated Baa2/BBB–/BBB. 
 
(This article will appear in the May 18 issue of IFR Asia 
magazine. Reporting by Takahiro Okamoto; Editing by 
Steve Garton) 
(( Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Azerbaijan 

Moody's Says Azerbaijan's Fiscal, 

Banking Reforms To Raise Resilience 

Of Sovereign's Credit Profile' Long-

Term Challenges Remain  

17-May-2019  
May 17 (Reuters) -  
Moody's says Azerbaijan’s fiscal, banking 
reforms to raise resilience of sovereign's 
credit profile' long-term challenges remain. 

Moody's on Azerbaijan says financial system still 

fragile; vulnerable to shocks to depositor 
confidence, exchange rate depreciation. 
Moody's says limited prospects for economic 
diversification, institutional constraints, and 
geopolitical tensions in Azerbaijan. 
Moody's says Azerbaijan's economy and 
government finances will also remain highly 

exposed to developments in hydrocarbon sector 

over next few decades. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

China 

Moody's Says Chinese Local 

Governments To Benefit Overall From 

Changes To Land Policy   

16-May-2019  
May 15 (Reuters) -  
Moody's says Chinese local governments to 
benefit overall from changes to land policy. 

Moody's says Chinese regional & local 
governments to record weakening in revenue 
growth in 2019, due to slowdown in Country's 

economic growth. 
Moody's on Chinese local governments says 
changes in land supply policy will lead to higher-
than-expected growth in revenue from land 
sales. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Beijing unloads US Treasuries in hot 

times  

17-May-2019  
China sold the most US Treasuries in almost 

2-1/2 years in March amid uncertainty about 

a trade deal between Beijing and Washington. 

Just-released data from the US Treasury 

Department shows Beijing selling US$20.4 billion 

(HK$158.7 billion) in Treasuries in March - the 
most since October 2016 - following US$1.08 
billion in purchases in February. 
China's stake in Treasuries fell for the first time 
in four months to US$1.12 trillion in March, 

which was the lowest since May 2017 when it 
was US$1.10 trillion. It was US$1.13 trillion in 
February. 
Since last week and after a dismal 10-year 
Treasury auction there has been renewed 
speculation whether China may sell US debt in 
retaliation for increased tariffs on US$200 
billion of its exports to the United States. 

The latest data on Beijing's US bond holdings 

were collected before a sudden breakdown in 
trade talks between the world's two biggest 
economic powers 1-1/2 weeks ago and prior to 
the duty hike on Chinese goods that went into 
effect on Friday. 
"The decline this month brings China essentially 
flat to where they were in February, erasing the 

increases from December through February," 
Jefferies' senior money market economist, Tom 
Simons, wrote in a research note. 
Despite the drop in Treasuries holdings, China 
remains the largest US creditor. 
Meanwhile, China's foreign direct investment in 

April expanded 6.3 percent year on year to 62.9 
billion yuan (HK$71.7 billion). 

China's new home prices in April rose 0.6 
percent from a month earlier, unchanged from 
the pace of growth in March, calculated from 
National Bureau of Statistics data published 
yesterday.From a year earlier, average new 

home prices in 70 major cities increased 10.7 
percent in April, up from 10.6 percent growth a 
month earlier. 
 
Copyright © 2019 GC Media Teamwork Limited 
©Thomson Reuters 2019. All rights reserved.  
 
 

China local govt special bond issuance 

falls to $13.7 bln in April  

17-May-2019  
BEIJING, May 17 (Reuters) - Chinese local 

governments issued 94.5 billion yuan ($13.7 
billion) in special bonds in April, down sharply 

from 391 billion yuan in March, the finance 
ministry said on Friday. 

Outstanding local government special bonds 
were at 8.11 trillion yuan by the end of April, the 
ministry said. 
Total local government debt issuance stood at 
226.7 billion yuan last month, while outstanding 
local government debt was 19.68 trillion yuan. 

 
($1 = 6.9035 Chinese yuan) 
(Reporting by Beijing Monitoring Desk 
Editing by Jacqueline Wong) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 
(c) Copyright Thomson Reuters 2019. 
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India 

India Bonds Little Changed Ahead Of 

Weekly Supply  

17-May-2019  
By Siddhi Nayak 
NewsRise 
MUMBAI (May 17) -- Indian government bonds 

were little changed in early trade ahead of a 
weekly supply of notes today. 

The benchmark 7.26% bond maturing in 2029 

changed hands at 99.15 rupees, yielding 7.38%, 
at 10:00 a.m. in Mumbai, against 99.19 rupees 
and a 7.38% yield yesterday. The rupee was at 
70.17 to the dollar against 70.03 at the previous 

close. 
New Delhi will raise 170 billion rupees by selling 
bonds today, which includes 50 billion rupees of 

a new 14-year paper. 
“The next trigger for bonds will be the outcome 
of the weekly auction,” a trader with a state-run 
bank said. "Even though crude oil prices are 
higher, losses are capped as there is some 
position building ahead of the exit polls.” 
Investors await the outcome of India’s multi-

phased general elections that will end on May 
19 with the results due on May 23. Exit polls 
are due in the evening of May 19. 

Prime Minister Narendra Modi’s ruling Bharatiya 
Janata Party and the key opposition Congress 

party have promised doles and cash transfers to 
the poor and farmers if voted to power. 
The BJP is the main constituent of the National 

Democratic Alliance, while the opposition parties 
are yet to form a broader coalition. The new 
government that takes over will present the full 
budget for the fiscal year started Apr. 1 by July. 
Crude oil prices rose for the fourth straight 
session today as rising tensions in the Middle 
East raised potential supply concerns. The 

benchmark crude oil contract rose to $73.36 
yesterday, highest since Apr. 26. It was last 
trading 0.26% up at $72.81 per barrel. India 
imports over 80% of its crude oil requirements. 

India's April retail inflation rose to a six-month 
high of 2.92% on year, but stayed below the 

central bank's target of 4% for a the ninth 
month in a row. India's Monetary Policy 
Committee is expected to cut rates again when 
it meets early June. The rate-setting committee 
has cut the key policy rate twice by a total of 50 
basis points since February. 
The government will switch securities worth 20 

billion rupees on May 20. It aims to convert 
8.27% 2020 and 7.35% 2024 bonds into 
benchmark 2029 and 7.62% 2039 papers, 
respectively. 
 
- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353300 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 

 
 

Indonesia 

Indonesia raises 177 bln yen in 

Samurai bond sales  

16-May-2019  
JAKARTA, May 16 (Reuters) - Indonesia has 

raised 177 billion yen ($1.62 billion) in six 
series of Samurai bond sales, its finance 
ministry said on Thursday, describing the 
issuance as the biggest public offering of such 
bonds by an Asian country. 

Indonesia sold the Japanese-currency-
denominated bonds with 3-year, 5-year, 7-year, 

10-year, 15-year and 20-year maturities that 

have a range of coupons of 0.54% to 1.79% per 
annum, the ministry said. 
Joint lead arrangers of the transaction were 
Daiwa Securities, Mizuho Securities, Nomura 
Securities dan SMBC Nikko Securities, it added. 

 
($1 = 109.5000 yen) 
(Reporting by Gayatri Suroyo, Editing by Sherry Jacob-
Phillips) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Indonesia breaks Asian Samurai record  

16-May-2019  

TOKYO, May 16 (IFR) - The Republic of 

Indonesia has raised ¥177bn (US$1.6bn) in 
the biggest Asian public offering of 
standalone Samurai bonds.  

The previous record was held by the Philippines, 
with a ¥154.2bn three-tranche three, five and 
10-year deal, although Malaysia did print a 
¥200bn JBIC-guaranteed 10-year Samurai in 

March via a private placement.  
Indonesia's new trade demonstrates just what a 
solid footing the Asian sovereign has established 
as a regular issuer, having visited the Samurai 
market every year since 2015.  
In 2017 and 2018, it sold three, five and 
seven-year notes. Last year, it added a 10-
year, and this year it added 15 and 20-year 

tranches. It was always its intention to 
venture into longer maturities this time 
around.  

And at the start of marketing on Monday, 
Indonesia said it would sell three and five-year 
tranches but that the longer tenors would be 
dependent on investor demand. 
The deal ultimately comprised six tranches: a 

¥75.7bn 0.54% three-year; an ¥80.2bn 0.83% 
five-year; a ¥4.5bn 0.96% seven-year; a ¥7.6bn 
1.17% 10-year; a ¥4bn 1.55% 15-year; and a 
¥5bn 1.79% 20-year. 

The respective spreads over yen offer-side 
swaps were 52bp, 80bp, 88bp, 100bp, 120bp 
and 130bp. This compared with initial guidance 

ranges on Monday of 45bp–55bp, 75bp–85bp, 
85bp–95bp, 95bp–105bp, 120bp area and 
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130bp area.  

The tranche sizes suggest Japanese investors 

still favour shorter-dated emerging market debt, 
although they did place bigger orders for the 
five-year than the three-year. 
Part of the reason they were big buyers of the 
five-year tranche was that they were aware of 
the issuer's wish to issue longer tenors and were 

concerned it would cap the three-year. 
Ultimately, however, Indonesia decided to issue 
in full amounts. 
The shorter tenors were bought by pension 
funds and megabanks. Specialised banks were 
big buyers of the five-year, and the 10 and 15-

year tranches were taken by life insurers. 
According to bankers involved, the 20-year was 
bought by an investor type they merely called 

"others". 
Daiwa, Mizuho, Nomura and SMBC Nikko were 
the lead managers on the deal, which is 
expected to be rated Baa2/BBB–/BBB.  

 
(Reporting by Takahiro Okamoto; editing by Alex 
Chambers, Philip Wright) 
(( Takahiro.Okamoto@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Bank Indonesia - Indonesia’s External 

Debt Managed  

17-May-2019  
Indonesia's total external debt was 
manageable with solid structure as of end 
Q1/2019. Indonesia's external debt at the 
end of Q1/2019 stood at USD387,6 billion, 
consisting of government and central bank 
debt of USD190.5 billion and private debt 
(including state-owned enterprises) 

amounting to USD197,1 billion. The 

Indonesia's external debt grew 7.9% (yoy), 
higher than previous quarter growth due to net 
withdrawals external debt and the strengthening 
rupiah against US dollar resulted in a larger 
amount of rupiah debt in terms of US dollar. The 
rising external debt growth stemmed primarily 
from private external debt, amid a relatively 

stable government external debt growth.  
Government external debt growth was relatively 
stable in Q1/2019. As of end Q1/2019, 
government external debt amounted to 
USD187.7, recorded a relatively stable growth of 
3.6% (yoy) compared to 3.3% (yoy) in the 
previous quarter. Such developments were 

attributed by foreign capital inflows to the 
domestic Government Securities (SBN) market 
while the outstanding of SBN denominated in 
foreign currency declined because of repayment 
on the global bonds' due in March 2019. It was 

reflecting strong investor confidence in 
Indonesia's economic outlook. Government 

external debt management is prioritized to 
finance development, dominated in several 
sectors, among others, human health & social 
sector (18.8% of government external debt), 
construction sector (16.3%), education sector 
(15.7%), public administration & defense 
sector (15.1%), and financial & insurance 

sector (14.4%).  

Private external debt increased in Q1/2019. The 

private external debt position as of end Q1/2019 

grew 12.8% (yoy), up from 11.3% (yoy) in the 
previous quarter. Majority of private external 
debt comprised of the financial & insurance 
sector, manufacturing sector, electricity, gas, & 
water supply sector, and mining sector. External 

debt's share in these four sectors to total private 
external debt reached 75.2%.  
Indonesia's external debt maintained a solid 
structure. This condition was reflected, among 
others, from Indonesia's external debt ratio to 
Gross Domestic Product (GDP) relatively 
stable at 36.9% as of end Q1/2019. 
Furthermore, the structure of Indonesia's 
external debt remained largely dominated by 

long-term debt, reached 86.1% of the total 
external debt. Thus, despite the rise of 
Indonesia's external debt, it was manageable 
with solid structure. Bank Indonesia in close 
coordination with the Government continues to 
monitor external debt and to optimize the 
external debt's role in supporting development 

financing without incurring the risks that may 
affect macroeconomic stability.  
The complete data on the latest Indonesian 
external debt and its metadata can be obtained 
in the publication of the Indonesia's External 
Debt Statistics (SULNI) May 2019 edition on the 

Bank Indonesia website. This publication can 
also be accessed through the Ministry of Finance 

website.  
 
(C) Copyright 2019 - Bank Indonesia 
©Thomson Reuters 2019. All rights reserved. 
 
 

Lebanon 

Lebanon's president urges 'sacrifice' as 

budget cuts debated  

14-May-2019  

BEIRUT, May 14 (Reuters) - President Michel 

Aoun urged the Lebanese on Tuesday to end 
protests and make sacrifices to rescue the 
country from financial crisis as ministers 
debate a draft state budget expected to 
include spending cuts. 

Fears that the budget would include wage or 
pension cuts have sparked protests by public 
sector workers, pointing to the minefield that 

Lebanon's main parties face.  
The coalition government is seeking to finalise a 
budget that Prime Minister Saad al-Hariri says 
may be the most austere in Lebanon's history, 
trying to get spending under control and rein in 
public debt.  
Lebanon has one of the heaviest public debt 

burdens in the world, and long-stalled reforms 
are seen as more pressing than ever after 
years of low economic growth.  

The government aims to agree the state draft 
budget by Wednesday night before sending it to 
parliament, Finance Minister Ali Hassan Khalil 
told Reuters after a cabinet session on Tuesday. 
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"Today, Lebanon is going through a difficult 

economic, financial and social crisis ... but it is 

transient," Aoun told guests at a Ramadan iftar 
at the presidential palace. 
"If we do not all make sacrifices today and waive 
some of our privileges that we do not have the 
luxury to preserve, we will lose them all," he 
added. 

Aoun pledged that suffering would be balanced 
between the rich and poor, and called on the 
government to restore the people's confidence. 
"Let us save ourselves, accept the sacrifices that 
are temporarily required, and stop the sit-ins, 
strikes, demonstrations and paralysis of public 

and private work sectors," Aoun said. 
 
(Reporting by Ellen Francis 
Editing by Leslie Adler) 
(( Ellen.Francis@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon in no rush to issue Eurobond 

on May 20, source says  

15-May-2019  
BEIRUT, May 15 (Reuters) - Lebanon is in no 

rush to close a deal to issue $2.5 billion to $3 
billion in Eurobonds by May 20 and can wait 
until emerging markets have more appetite 
and the government has approved its budget, 
a source familiar with the matter said on 
Wednesday. 

The finance minister said last month the 
government was preparing to issue the 
Eurobonds on May 20. The bonds will pay off all 
Lebanon's maturing foreign-currency debt for 
2019, including a May 20 maturity of $650 
million, the source said. 
"There’s no rush to close the deal on the same 

date as the maturity of the $650 million, May 20 
bond," the source said. 
"The Ministry of Finance can do a forex 
transaction (with the central bank) to pay back 
investors who hold this tranche and can close 
the deal later when the emerging markets have 
more appetite and the local yields have 

improved on the back of good news on the 
budget," the source said. 
The Lebanese government is discussing a draft 
state budget for 2019 that aims to lower the 
deficit to below 9% of GDP from 11.2% in 2018. 
In line with the norm, the government expects 

80% of the new Eurobond issue to go to local 
investors and 20% to go to international 
investors, the source said.  
 
(Reporting By Angus McDowall; Editing by Catherine 
Evans) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

 

Lebanon's cabinet postpones final 

budget meeting    

15-May-2019  
BEIRUT, May 15 (Reuters) - Lebanon's cabinet 

delayed until Friday its last session on the 
2019 draft budget, a minister said, pushing 
back a critical meeting to finalise plans for 
cutting the deficit. 

Lebanon has one of the heaviest public debt 
burdens in the world, and long-stalled reforms 
are seen as more pressing than ever after years 
of low economic growth. 
President Michel Aoun, in a speech late on 

Tuesday, urged the Lebanese to end protests 
and make sacrifices to rescue the country from 

economic and financial crisis. 
Prime Minister Saad al-Hariri has said this may 
be the most austere budget in Lebanon's 
history. 
Ministers who convened on Wednesday 
afternoon had been due to meet again at night 
to agree the budget before sending it to 
parliament for approval. 

"There will be no second session tonight," Health 
Minister Jamil Jabak told reporters at the Grand 
Serail, the government headquarters in Beirut.  
Information Minister Jamal Jarrah said the 
cabinet hoped to be done by Friday but talks 

might take longer. 
Parliament Speaker Nabih Berri called for 

speeding up efforts to complete the budget, 
lawmakers from his Amal Party cited him as 
saying after a meeting.  
Fears that the budget will include wage or 

pension cuts have sparked protests by public 
sector workers and retired soldiers. 
 
(Reporting by Ellen Francis 
Editing by Tom Perry/Mark Heinrich) 
(( Ellen.Francis@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Foreign funds turn net sellers of local 

bonds  

15-May-2019  
KUALA LUMPUR: Foreign funds reduced their 

exposure to local bonds to RM180.1 billion 
last month, the lowest level recorded since 
March 2017, said Malaysian Rating Corp Bhd 
(MARC). 

In its monthly bond market and rating snapshot, 
the rating firm said foreign investors turned net 
sellers of local bonds, disposing of RM9.8 billion 
of Malaysian Government Securities, after two 
subsequent months of inflows since February. 

MARC said this was due to concern that Malaysia 

might be dropped from the Norway's US$1 
trillion sovereign wealth fund (SWF) and the 
FTSE World Government Bond Index's (WGBI) 
bond holdings. 
FTSE Russell had placed Malaysia on its watchlist 
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to review the participation of Malaysian 

government bonds, or govvies, in the WGBI. 
Foreign ownership of local bonds fell to 12.5 
per cent of the total outstanding as foreign 
investors reduced their holdings following the 
SWF and FTSE Russell announcements. 

MARC said the local bond market recorded total 
net outflow of RM4.7 billion year-to-date, 
compared to RM1.3 billion in the January-April 

period last year. 
Meanwhile, the MGS and Government 
Investment Issues (GII) contributed to most of 
the outflows, followed by corporate bonds and 
treasury bills. 
Ringgit also continued to fall against the US 
dollar last month amid expectations that Bank 

Negara Malaysia would cut the Overnight Policy 

Rate by 25 basis points this month against the 
backdrop of a possible growth slowdown. 
 
Copyright (c) 2019 The New Straits Times Press 
(Malaysia) Berhad 
©Thomson Reuters 2019. All rights reserved. 
 
 

Pakistan 

IMF says accord with Pakistan to cut 

imbalances, support growth  

12-May-2019  

ISLAMABAD, May 12 (Reuters) - The 

International Monetary Fund confirmed on 
Sunday that it had reached a staff-level 
agreement with Pakistan over a $6 billion 
bailout package backed by a series of reforms 
to cut yawning deficits and improve growth. 

The programme would aim to cut Pakistan's debt 
through tax measures to improve revenue 
collection as well as reforms to its creaking 

energy sector, with a "market-determined 
exchange rate" to help the functioning of the 
finance sector, the IMF said in a statement. 
 
(Reporting by James Mackenzie 
Editing by Raissa Kasolowsky) 
(( james.mackenzie@thomsonreuters.com ; +92 300 
8566 702 ; Reuters Messaging: Reuters Messaging 
james.mackenzie.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Philippines 

Philippines issues multi-mln-USD 

"panda bonds"  

15-May-2019  
MANILA, May 15 (Xinhua) -- The Philippines 

issued on Wednesday its renminbi-
denominated "panda bonds" of 2.5 billion 
China yuan (roughly 364 million U. S. dollars) 
with a tenor of three years, the Philippine 
Bureau of Treasury (BTr) said. 

This is the second "panda bonds" issuance, or 
yuan-denominated debts sold by foreign issuers 

in China. The Philippines issued its first "panda 

bonds" in March 2018. 

The BTr said major investors include commercial 

banks from China's onshore and offshore 
markets. 
Reacting to the favorable results of the "panda 
bonds" issuance, Philippine Finance Secretary 
Carlos Dominguez said, "The success of the 
second Panda bond float, which has come on the 

heels of the similarly well-received float of euro-
denominated offshore securities, illustrates the 
high level of confidence of the international 
markets in the Philippines amid the game-
changing reforms initiated by President 
(Rodrigo) Duterte to sustain its upward growth 

trajectory and attract more investments." 
"Such confidence by the global investor 
community stems from our solid 

creditworthiness brought about by the 
government's unwavering commitment to sound 
macroeconomic policies and fiscal discipline in 
the face of domestic and external challenges," 

Dominguez added. 
Expounding on the gains from the positive 
market perception, the Philippine National 
Treasurer Rosalia de Leon said, "The success of 
our panda bonds issuance, along with other 
recent issuances, resonates the positive market 
sentiment on Philippine credit." 

In March last year, the Philippines raised 1.46 
billion China yuan (roughly 230 million U.S. 
dollars) from its maiden three-year "panda 
bond" issuance given strong investor demand. 

 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

Fitch Assigns Philippines' EUR750 

Million Bonds Final 'BBB' Rating  

16-May-2019  
Fitch Ratings-Hong Kong-May 16: Fitch 
Ratings has assigned a final rating of 'BBB' to 

the Philippines' EUR750 million 0.875% bonds 
due 2027. 

This replaces the expected rating of 'BBB(EXP)' 

that Fitch assigned on 24 April 2019. 
KEY RATING DRIVERS 
The rating is in line with the Philippines' Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) of 'BBB' with a Stable Outlook. 

RATING SENSITIVITIES 
The rating would be sensitive to any changes in 
the Philippines' Long-Term Foreign-Currency 
IDR. Fitch affirmed the Philippines' Long-Term 
Foreign- and Local-Currency IDRs at 'BBB' with a 
Stable Outlook in December 2018. 

 
Media Relations: Yee Man Ko, Hong Kong, Tel: +852 
2263 9953, Email: alanis.ko@thefitchgroup.com; Wai-
Lun Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved.  
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Philippines beats Panda pricing  

17-May-2019  

• Bonds: Sovereign builds on 2018 debut 
with bigger, tighter issue 

By Yanfei Wang and Daniel Stanton 
BEIJING/SINGAPORE, May 17 (IFR) - The 

Republic of the Philippines beat its own high 

standards on its second visit to China's Panda 
bond market, taking advantage of lower 
renminbi yields to raise more money at a 
tighter spread and lower coupon than it did in 
2018.  

The sovereign attracted final orders of more 
than Rmb11bn (US$1.6bn) for its Rmb2.5bn 
three-year Panda, for a subscription rate of 4.57 
times. Commercial banks were the main buyers, 

with 42.4% placed to onshore investors and 
57.6% offshore. 
The bonds priced at 3.58%, equal to 32bp over 
China Development Bank’s curve, which serves 
as the onshore benchmark. The pricing was near 
the tight end of the initial guidance of 3.5%–
4.1% and well inside last year's landmark debut.  

The Philippines sold its first Panda bond in March 
2018, raising Rmb1.46bn from a three-year note 
at 5% at 35bp over CDB's curve.  
Finance Secretary Carlos Dominguez III said the 
success of the second Panda bond, which came 
on the heels of the similarly well-received 
offering of euro-denominated offshore securities 

earlier in May, illustrated the high level of 

confidence of the international markets in the 
Philippines and the game-changing reforms 
initiated by President Duterte to sustain its 
upward growth trajectory and attract more 
investments. 
“We see relatively strong demand from the 
market with investor diversity, including 
orders from European investors,” said a 
banker involved in the Panda deal. “The issuer 
has communicated well with potential 
investors. The recent upgrade of the issuer’s 
rating also played a role in boosting 
confidence.” 

The deal comes with expected ratings of AAA 
from China Lianhe Credit Rating, Baa2 from 

Moody’s, BBB+ from S&P and BBB from Fitch. 
S&P on April 30 raised its long-term sovereign 
credit rating on the Philippines to BBB+ from 
BBB. 
Bank of China was the lead underwriter and lead 
bookrunner. 
Citigroup, Bank of Communications, Bank of 

Ningbo, Citic Securities, Deutsche Bank China, 
First Capital Securities, Hua Tai Securities, 
Shanghai Pudong Development Bank, Shenwan 
Hongyuan Securities, and Standard Chartered 
Bank were also underwriters on the deal. 
Proceeds will be used as part of the Philippines’ 
international reserves and may be used for 

general purposes including budgetary 
expenditures and supporting China’s Belt and 
Road initiative. 
Philippines’ second Panda bonds came at a time 
when China’s relative loose macro monetary 
environment had helped push onshore rates 

lower. 

“Since the beginning of the year, the average 

coupon rate of Panda bonds was around 3.44%, 
which is 207bp lower than around 5.51% at the 
same time last year,” said Chang Zheng, head of 
international business department of Golden 
Credit Rating. 
More sovereign Panda bond issuance may come 

in the second half as China’s bond market 
remains attractive for issuers to get funding at a 
relatively low cost. In particular, nations with 
stable economic performance and which are 
along the Belt and Road in southeast Asia, 
central and eastern Europe, are likely to tap 

China’s domestic market, he said. 
Portugal is working on its plan to sell Panda 
bonds, which may come as early as the end of 

this month. 
 
(Reporting by Yanfei Wang and Daniel Stanton; Editing 
by David Holland) 
(( Yanfei.Wang@thomsonreuters.com ;)) 
NEWS-09 
(c) Copyright Thomson Reuters 2019. 
 
 

Saudi Arabia 

IMF expects Saudi fiscal deficit to 

reach 7% of GDP this year  

16-May-2019  

DUBAI, May 15 (Reuters) - Higher public 

spending will push Saudi Arabia's budget 
deficit to 7% of gross domestic product this 
year, the International Monetary Fund said on 
Wednesday, a forecast well above the 
government's own projection. 

The IMF's forecast assumes that Saudi oil output 
will average 10.2 million barrels a day and oil 

prices will average $65.5 a barrel in 2019, it said 
in a statement after a staff visit to the kingdom. 
The IMF said the fiscal deficit was 5.9% in 2018. 
The Saudi government has forecast a budget 
deficit of 4.2% of GDP this year. 
Saudi Minister of Finance Mohammed al-
Jadaan said in a statement the IMF view 

shows Saudi government's progress in 
implementing economic and structural 
reforms, as first-quarter budget data showed. 

The kingdom recorded a budget surplus of 27.8 
billion riyals ($7.4 billion) in the January-March 
period, its first surplus since oil prices plunged in 
2014. 
The IMF said the introduction of a value-
added tax has been successful, but the Saudi 

government should consider raising it from 
5%, which is low by global standards, in 
consultation with other Gulf governments. 

A reduction in the government wage bill, a more 
measured increase in capital spending, and 
better targeting of social benefits will all yield 

savings, it said.  
Last month, Jihad Azour, director of the IMF's 

Middle East and Central Asia Department, told 
Reuters the budget deficit this year might be 
7.9%, but also said that estimate was likely to 
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be revised after the IMF delegation's visit. 

"Higher government spending has supported 

growth and the implementation of reforms but 
has increased medium-term fiscal 
vulnerabilities," the IMF said. 
"Despite the budget surplus in the first quarter, 
the team projects that the fiscal deficit will rise 
to 7% of GDP in 2019." 

Al-Jadaan, the finance minister, said last month 
the kingdom recorded a budget surplus of 27.8 
billion riyals ($7.4 billion) in the January-March 
quarter, its first surplus since oil prices plunged 
in 2014. 
The IMF said real non-oil growth is expected to 

strengthen to 2.9% in 2019, boosting overall 
economic growth to 1.9%, higher than its earlier 
projection of 1.8%. 

It said an increase in oil prices since the turn of 
the year is boosting confidence, but it was 
difficult to assess future developments in the oil 
market given uncertainties about production in 

some countries. 
Brent crude futures were trading at $71.60 a 
barrel on Wednesday. 
Saudi central bank Governor Ahmed al-Kholifey 
told Reuters last month that Saudi economic 
growth in 2019 would be "no less than 2%". 
The Saudi economy grew by 2.2% last year, 

after shrinking in 2017.  
 
(Reporting by Saeed Azhar; editing by Larry King) 
(( Saeed.Azhar@thomsonreuters.com ; +971 
521047569; Reuters Messaging: 
saeed.azhar.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Uzbekistan 

Fitch Affirms Uzbekistan at 'BB-'; 

Outlook Stable  

10-May-2019 22:05:43  
Fitch Ratings-London-May 10: Fitch Ratings has 

affirmed Uzbekistan's Long-Term Foreign- and 
Local-Currency Issuer Default Ratings (IDR) 
at 'BB-'. The Outlook is Stable. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Uzbekistan's ratings balance a robust 
sovereign balance sheet, low government 
debt and a record of high growth relative to 
rating peers against high commodity 

dependence, high inflation and structural 
weaknesses in terms of low GDP per capita 
and weak institutional and governance levels 

relative to rating peers. The government is 
committed to reforms that seek to improve 
macroeconomic stability and growth prospects, 
as well as addressing institutional and 
governance weaknesses in what was a heavily 

state-controlled economy. 
The authorities remain committed to greater 
exchange rate flexibility and a reduction in 
inflation, after earlier liberalisation of the FX 
market. However, monetary policy effectiveness 

is constrained by the high level of financial 

dollarisation (37.4% of deposits and 56.5% of 

credit), high share of public-funded credit below 
market rates (50% of outstanding loans), 
underdeveloped local capital markets and the 
short track record of the new policy framework. 
Improving coordination between attaining 
monetary policy goals and the financing of state 

projects and programmes will be key to 
strengthening monetary policy and reducing 
risks to macroeconomic stability. Fitch expects 
inflation to average 15.2% in 2019, down from 
17.9% in 2018, and slow to 13.5% in 2020, 
significantly above the projected 4% 'BB' 

median. 
Rapid credit growth directed to government 
investment projects has led to a high current 

account deficit. Fitch has assigned a Uzbekistan 
a Macro-Prudential Risk Indicator (MPI) of 2*, 
indicating moderate vulnerability due to fast net 
credit growth (50% yoy in 2018) funded by 

public sector sources such as the Uzbekistan 
Fund for Reconstruction and Development 
(UFRD) and external borrowing. While the 
authorities intend to rein in credit growth to 
25% in 2019, Fitch considers that upside risks 
remain material given the availability of funding 
sources including the UFRD, the proceeds of 

Eurobonds issuance deposited in state-owned 
banks (83% of system assets) and access to 
external financing. 
The current account deteriorated to a deficit 
of 7.1% in 2018 from a surplus of 2.5% in 
2017, reflecting rapid import growth (67% 
yoy for capital imports) as well as the removal 
of FX and current account restrictions. 
Continued strong domestic demand, public 

sector investment projects and likely slower 
demand from key trade partners will maintain a 
deficit at 7.1% in 2019 before declining to 5.9% 
in 2020. Large current account deficits, if 
sustained, will lead to increased vulnerability to 
external financial or commodity shocks and 

higher external indebtedness. 
Near-term risks derived from the high current 
account deficits are mitigated by increased 
external financing availability, the sovereign 

external balance sheet strength in relation to 
rating peers and low financing needs. Sovereign 
net foreign assets will decline to 25% of GDP in 

2019, down from 34% in 2018, but will remain 
stronger than the -1% 'BB' median. Gross 
international reserves will finish 2019 close to 
the end-March level of USD27.6 billion, 
maintaining robust reserve coverage of 11.9 
months of CXP in 2019 and 11 months in 2020, 
more than double the forecast 'BB' median. 

External liquid assets as a share of short-term 
liabilities, at 329% in 2019, are among the 
highest in the 'BB' category. 
The UFRD underpins the sovereign's external 

and fiscal financing flexibility, in addition to 
supporting strategic investment projects, state-

owned enterprise (SOE) financing and funding 
for state-owned banks. The UFRD's total assets 
were USD18.5 billion in 3Q18, and a high share 
of international reserves (39% or USD11 billion) 
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consist of UFRD cash holdings; the CBU's share 

of international reserves' holdings consist mostly 

of gold. 
General government debt was 20.8% of GDP 
(including 5.2% in external guarantees) in 
2018, and Fitch forecasts debt to increase to 
23.3% in 2019, still well below the current 
'BB' median of 45%. The structure of debt is 
favourable in terms of maturity and costs 
(83% to multilateral and bilateral creditors), 
but currency risk is high (99% foreign 

currency denominated). 

Fitch forecasts the consolidated budget 
(including regional governments and off-budget 
funds such as social security) to average 1% of 
GDP deficits in 2019 and 2020, after a 0.5% 
surplus in 2018, reflecting the implementation of 
the tax reform, targeted public sector salary and 

social spending increases. Fitch projects off-
budget spending through UFRD investment and 
directed credit (primarily for housing 
development, strategic infrastructure and 
industrialisation projects) to decline to 2.7% and 
2.5% of GDP in 2019-2020, from 4.3% of GDP 
in 2018, which will lead to an augmented deficits 

of 2.6% and 2.3% of GDP, respectively. These 
projected deficits are in line with the forecast 
'BB' median. 
Key SOE reforms include the separation of 
business and regulatory functions, unbundling of 
business lines and developing corporate 
governance in the energy and transport sectors. 

Bringing utility tariffs closer to market levels is 
key to reducing SOEs' reliance on cheap 
financing, reducing fiscal and financial risks, and 
eventual privatisation of non-strategic assets. 
Reducing SOE dependence on public sector 
funding could in turn provide space for reform in 

the large state-owned banking sector. 
Fitch forecasts growth to reach 5.0% in 2019 
and accelerate to 5.5% in 2020, continuing to 
outperform the forecast growth for the current 
'BB' median. Growth will be driven by 
government investment in strategic projects, 
housing and infrastructure expenditure and 

private consumption. Long-term growth 
potential is underpinned by favourable 

demographics and a rich natural resource 
endowment. 
Uzbekistan's commodity dependence (60% of 
goods exports and 37% of budget revenues) is 
higher than peers and the country's structural 

credit weaknesses are reflected in low GDP per 
capita and weaker governance indicators, as 
measured by the World Bank, relative to 'BB' 
peers. A fast-moving, complex and broad reform 
agenda create some risks regarding coordination 
and institutional capacity of the public 

administration to effectively plan and execute 
policy measures while minimising economic 
distortions, in Fitch's view. 

Despite the current strong commitment of the 
political leadership to the reform agenda, Fitch 
considers that the delay in the materialisation of 
its benefits in terms of higher growth, increased 

private investment and employment creation in 
combination with greater-than-expected social 

costs could cause reform fatigue, although this 

would be unlikely to impact social stability. 

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

output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
-Public Finances: +1 notch, to reflect 
government deposits of 7.3% of GDP (4.1% in 
FC) in addition to UFRD cash assets (20% of 

GDP) that result in net government debt at -
14% of GDP in addition to low refinancing risks 
due to the favourable cost and profile of 

government debt. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three year centred averages, 

including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 

RATING SENSITIVITIES 
The following factors may, individually or 
collectively, result in positive rating action: 
-Progress towards reducing risks to and 

improving macroeconomic stability driven by 
increased credibility and consistency of 

Uzbekistan's policy framework. 
• Faster than anticipated improvement in 
structural indicators including GDP per capita 
and institutional factors. 
• A significant strengthening of the 
sovereign balance sheet. 
The following factors may, individually or 

collectively, result in negative rating action: 
• Policy slippage or inconsistencies that 
lead to sustained widening of macroeconomic 
imbalances. 
• Rapid rise in government debt/GDP, for 

example due to the materialisation of contingent 
liabilities from the large public sector. 

-A sustained fall in foreign exchange reserves or 
a rapid increase in external liabilities. 
KEY ASSUMPTIONS 
• Fitch assumes that the Russian economy 
will grow 1.5% in 2019 and 1.9% in 2020, and 
oil prices will average USD65 and USD62.5 in 

2019 and 2020, respectively. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'BB-'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'BB-'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 

Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'BB-' 
Issue ratings on long-term senior unsecured 
debt affirmed at 'BB-' 
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Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 

Copyright © 2019 by Fitch Ratings, Inc.  
©Thomson Reuters 2019. All rights reserved.  
 
 

Uzbekistan eyes $2 bln in energy 

sector borrowing in 2020  

15-May-2019  

TASHKENT, May 15 (Reuters) - Uzbekistan 

plans to borrow up to $2 billion next year to 
develop its energy sector, officials said on 
Wednesday, with half of it coming from a 
Eurobond and the other half from an Asian 
Development Bank (ADB) loan. 

The former Soviet republic has significant 
hydrocarbon resources and exports natural gas 
to Russia and China. 

Uzbek state energy firm Uzbekneftegaz, which 
plans to issue the Eurobond, has yet to pick 
banks for it, hief executive Bakhodirjon Sidikov 
told reporters at an energy conference in 
Tashkent. 
"I think we will be ready in the middle of the 
next year," he said. 

Separately, Ashok Bhargava, director of the 
energy division in the East Asia Department of 
the ADB, said the lender was in talks with the 
Uzbek government about a $1 billion loan that 

would help modernise its gas pipeline network. 
"Around 20 percent of gas is lost in the system," 

he told Reuters. 
"If we can bring it (losses) down to the 
international level, Uzbekistan would be able to 
double gas exports." 
The Central Asian nation produces about 60 
billion cubic metres of gas a year. It has not 
disclosed export figures in recent years. 

 
(Reporting by Mukhammadsharif Mamatkulov, editing 
by Louise Heavens) 
(( olzhas.auyezov@thomsonreuters.com ; +7 727 
2508 500; Reuters Messaging: 
olzhas.auyezov.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Bosnia 

Bosnia's Federation to offer 50 mln 

marka (25.6 mln euro) of govt paper in 

May-June  

13-May-2019  
SARAJEVO (Bosnia and Herzegovina), May 13 

(SeeNews) - Bosnia's Federation plans to 
issue 50 million marka ($28.7 million/ 25.6 
million euro) worth of government securities 

on the domestic market in the second quarter 
of 2019, the entity's finance ministry debt 
issuance calendar shows. 

On May 28, the finance ministry will offer 30 

million marka of seven-year Treasury notes, 

while on June 11 it will sell 20 million marka of 
six-month Treasury bills. 
The Federation is one of two autonomous 
entities forming Bosnia and Herzegovina. The 
other one is the Serb Republic. 
 
(1 euro = 1.95583 marka) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Croatia 

Croatia to sell 300 mln kuna (40.4 mln 

euro) of T-bills on May 21  

17-May-2019  
ZAGREB (Croatia), May 17 (SeeNews) - 
Croatia's finance ministry is offering two 
issues of Treasury bills worth 300 million 
kuna ($45.2 million/40.4 million euro) in total 
at an auction on May 21, it said on Thursday. 

The finance ministry plans to sell one-year 
government securities worth 200 million kuna, 
as well as three-month government securities 
worth 100 million kuna, it said in an auction 
announcement. 
The one-year issue will mature on May 21, 2020, 
wheres the three-month bills will mature on 

August 22, 2019. 

At the last auction of one-year kuna 
denominated Treasury bills held on April 30, the 
finance ministry sold government paper worth 
690 million kuna, above the 500 million kuna 
target, at a yield of 0.08%. 
At the last auction of three-month kuna 

denominated government securities held on 
June 5, 2018, the finance ministry did not sell 
any Treasuty bills. 
 
(1 euro = 7.42537 kuna) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Czech Republic 

IMF cuts Czech 2019 growth outlook to 

2.5%  

14-May-2019  
PRAGUE, May 14 (Reuters) - The International 

Monetary Fund (IMF) cut its forecast for the 
Czech economy's growth im 2019 to 2.5% as 
it is running at full capacity and the labor 
market is tight, the IMF's annual mission said 
on Tuesday. 

In its previous outlook released in April, the IMF 
saw the Czech economy growing by 2.9% this 

year. 
"The economy is doing well but it is running at 
full capacity. Now is the time for a durable policy 
agenda to boost potential growth over the long 
term," the IMF mission said. 
IMF also agreed with the Czech National Bank's 
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outlook for stable interest rates in the near 

future. 

The central bank raised its main two-week repo 
rate by 25 basis points to 2.00% on May 2, its 
eighth hike since in the tightening cycle started 
in August 2017. 
"With the economy slowing, and the threats of 
disruption to trade still present, a pause in 

interest rate increases is the right approach," 
the IMF said. 
 
(Reporting by Robert Muller 
Editing by Jan Lopatka) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kosovo 

Kosovo sells 30 mln euro of 3-yr T-

notes, yield falls  

17-May-2019  

PRISTINA (Kosovo), May 17 (SeeNews) – 
Kosovo's finance ministry sold 30 million euro 
($33.6 million) worth of three-year Treasury 
notes, in line with plan, data from the ministry 
showed. 

The average weighted yield on the government 
securities fell to 1.56% at the May 16 auction, 

from 1.72% at the previous auction of three-
year Treasury notes held in February, according 

to figures posted on the website of country’s 
finance ministry. 
 
($=0.89329 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Montenegro 

Montenegro to issue 115 mln euro of 5-

year T-notes next week  

15-May-2019  

PODGORICA (Montenegro), May 15 (SeeNews) - 
Montenegro's finance ministry plans to issue 
five-year Treasury notes worth 115 million 
euro ($129 million) on May 27 and 28, it said. 

The T-notes will yield 3% and will be available to 
all individual and corporate investors, both 
domestic and foreign, the finance ministry said 
in an e-mailed statement on Tuesday. 

The government securities can be purchased 
through authorised brokers or through the 
custody department of commercial banks, and 
payments can be made both in the country and 
abroad. 
The government sold 74.75 million euro worth of 

five-year and seven-year Treasury notes on the 

local stock exchange on April 22 and 23. 
Last year, the finance ministry sold 213.6 million 
euro worth of government securities, up 2.6% 
on 2017. 

 
($ = 0.891682 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

North Macedonia 

North Macedonia sells 4.93 bln denars 

(70.8 mln euro) of govt paper  

14-May-2019  
SKOPJE (North Macedonia), May 14 (SeeNews) – 
North Macedonia's finance ministry sold 4.93 
billion denars ($79.6 million/70.8 million 
euro) worth of government securities at 
auctions on May 14, the country's central 
bank said on Tuesday. 

The finance ministry sold 2.3 billion denars of 
one-year T-bills, 1 billion denars of 5-year T-
bonds and 1.63 billion denars of 15-year T-
bonds, the central bank, NBRM, said in a 
statement. 
The central bank sells government securities on 
behalf of the finance ministry through volume 

tenders, in which the price and coupon are fixed 
in advance and primary dealers only bid with 
amounts. 
 
(1 euro= 61.13 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Fitch Affirms Romania at 'BBB-'; 

Outlook Stable 

10-May-2019 22:04:07  
Fitch Ratings-Frankfurt/London-May 10: Fitch 
Ratings has affirmed Romania's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'BBB-' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Romania's investment-grade ratings are 

supported by moderate levels of government 
debt, and GDP per capita and human 
development indicators that are above 'BBB' 

category peers. These are balanced against 
twin budget and current accounts deficits, net 
external indebtedness that is higher than its 
rating peers and pro-cyclical fiscal policy that 
poses risks to macroeconomic stability. 
The government's 2019 budget foresees a 
narrowing of the general government deficit 
to 2.8% of GDP from 3.0% in 2018 (versus a 

'BBB' peer median deficit of 1.9%). However, 
the projected revenue increase (15.7%) appears 
highly optimistic, as Fitch believes it relies on 

unrealistic macroeconomic assumptions, 
including private employment growth of over 

3.0% (it expanded by 1.7% in 2018). The Fiscal 
Council has also identified under-budgeting of 
goods and services and interest payments costs, 
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which could lead to higher spending. In previous 

years the government has been able to meet its 

targets by containing capital investments 
(according to Eurostat figures, capital 
investment in accrual terms was 2.7% of GDP in 
2018, the same rate as in 2017 and lowest 
figure since 1999). However, Fitch believes this 
strategy is reaching its limit and we expect the 

deficit to widen to 3.4% of GDP in 2019. 
Fiscal loosening could continue in 2020 and 
beyond, in particular if the government moves 
ahead with plans to increase pensions by a 
further 40% in September 2020 (following a 
15% approved for September 2019). In the 

absence of revenue raising reforms we 
estimate the deficit to widen to 4.0% of GDP 
in 2020, which would lift the public debt/GDP 
ratio to 37.9%, from 35.0% in 2018, although 
this is still slightly below the projected BBB 

median of 38.8%. Risks are on the downside 
and are partly tied to unpredictable 
policymaking, especially given the busy electoral 
cycle in the next two years. 

The authorities' implementation of a 
controversial emergency tax ordinance in 
December 2018 and the reversal thereafter of 
some of the measures - following pressure from 
National Bank of Romania (NBR) and private 
sector - highlight the weakness of the fiscal 
policymaking framework and the challenges the 

government faces in lifting revenue to match 
expenditure promises. Fitch assesses the fiscal 

impact of the revised measures to be very 
limited, in particular the watered-down bank 
asset tax (0.4% for those with market share of 
over 1% and 0.2% for those below 1%), which 
has in any case been excluded from the budget. 

However, there is a risk of fallout in terms of 
adverse impact to business environment, 
investment and economic growth. 
For the banking sector, the new tax should dent 
profitability only very slightly, with Fitch 
expecting broad stability in the industry. Capital 

adequacy remains high (19.7% at end-2018), 
the ratio of non-performing loans continues to 
decrease (4.8% in February 2019 from 6.4% at 
end-2017) and there is ample liquidity. The 

credit cycle appears moderate in the context of 
very rapid economic growth in recent years, with 
lending to private sector rising by a total of 

7.9% in 2018 and 13.2% in local currency 
(versus nominal growth of 10.2%). This helps 
reduce risks of credit-bubbles and negative spill-
overs to the wider economy. 
Fitch continues to forecast a gradual 
slowdown in economic activity in 2019-2020, 
with GDP growth averaging 3.1%, broadly in 
line with the current 'BBB' peer median but 

compared with 4.6% in 2013-18. Private 
consumption has been the main driver of 
headline growth since 2014 and we expect this 

trend to continue over the medium term, albeit 
at a slower pace given lower projected wage 
increases. Investment should recover in 2019-
2020--it contracted in 2018, partly due to 

cyclical trends in sectors such as construction--
thanks in part to higher absorption of EU funds. 

However, this should largely be offset by a 

negative contribution of net trade, as strong 

domestic demand continues to drive robust 
import growth. Given net population loss, GDP 
per capita should continue to increase steadily, 
narrowing the gap with the rest of the EU (it 
reached 65% EU average in purchasing power 
terms in 2018) 

Headline inflation averaged 3.7% in 1Q2019, 
above the 3.5% upper limit of the NBR, due 
mainly to upward pressure from volatile non-
core price components. Core inflation has been 
more stable (it averaged 2.6% in 1Q19, 
compared with 2.8% for 2018). Given lower 

headline GDP growth, Fitch expects inflation to 
moderate and average 3.3% in 2019-20, 
although there are upside risks given strong 

wage growth. The real policy rate remains 
negative, but the NBR has continued to tighten it 
since mid-2017 via increases in the interbank 
rate and deposit lending facilities. 
The current account deficit (CAD) widened to 
4.5% of GDP in 2018, the largest since 2012 
and compared with the current peer median of 

1.0% of GDP. This reflects strong growth in 
imports of goods and services and stagnating 
current transfer credits. We forecast a further 
widening of the CAD to 5.5% of GDP in 2020, 
primarily the result of a wider trade deficit. 

Rapid wage growth in excess of productivity 
growth--nominal unit labour costs growth at 
14% in 2018 was the highest in the EU--risk 

eroding cost competitiveness, contributing to the 
widening in the CAD. 
Strong nominal GDP growth and external 
deleveraging in the banking sector reduced the 

level of net external debt to 15.7% at end-2018 
(although it is still double the current 'BBB' 
range median). However, this trend is set to 
reverse in 2019-20 as the wider CAD needs to 
be partly funded by debt-creating flows. Non-
debt creating inflows (net equity FDI and capital 

transfers) covered the entire CAD in 2013-17 
but only 70% in 2018. We forecast this ratio to 
fall further to only 60%, even though capital 
transfers are set to increase in line with higher 

EU transfers. 
Romania's percentage rankings in the World 
Bank's composite governance indicator are 

broadly in line with the 'BBB' range median. 
However, the busy electoral calendar over 2019-
20 (which include EU, presidential and 
parliamentary votes) provides a challenging 
backdrop for orthodox economic policy 
implementation. In addition, concerns 
surrounding corruption cases affecting top public 

officials risk fuelling political and social tensions. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Romania a score 
equivalent to a rating of 'BBB+' on the Long-

Term Foreign-Currency (LT FC) IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
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• Macroeconomics: -1 notch, to reflect the 

risk of macroeconomic instability posed by pro-

cyclical and /or unpredictable fiscal and wage 
policies , and a position in the economic cycle 
that has boosted some economic variables 
beyond sustainable levels and flattering 
Romania's SRM output. 
• External Finances: -1 notch, to reflect 

Romania's higher net external debtor and net 
investment liabilities positions than the 'BBB' 
range median, as well as its widening CAD. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 

including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 

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

RATING SENSITIVITIES 
The main factors that could, individually or 
collectively, lead to positive rating action are: 
-Reduced risks of macroeconomic instability and 
improved macroeconomic policy credibility 
-Implementation of fiscal consolidation that 
improves the long-term trajectory of public 

debt/GDP 
-Sustained improvement in external finances 
The main factors that could, individually or 
collectively, trigger negative rating action are: 

-Persistent high fiscal deficits leading to a rapid 
increase in government debt/GDP 

-An overheating of the economy or hard landing 
that undermines macroeconomic stability 
-A sharp deterioration in the balance of 
payments. 
KEY ASSUMPTIONS 
Fitch assumes Romania's main economic 
partners in the EU will grow in line with its March 

2019 forecasts in the Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'BBB-'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'BBB-

'; Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 

'F3' 
Short-Term Local-Currency IDR affirmed at 'F3' 
Country Ceiling affirmed at 'BBB+' 
Issue ratings on long-term senior unsecured 
debt affirmed at 'BBB-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc.  
©Thomson Reuters 2019. All rights reserved.  
 
 

Romania's end-March foreign debt 

rises   

14-May-2019  

BUCHAREST (Romania), May 14 (SeeNews) - 
Romania's foreign debt increased to 99.8 
billion euro ($112.2 billion) at the end of 
March from 99.4 billion euro at the end of 
2018, the central bank, BNR, said on Tuesday. 

The end-March figure includes 67.42 billion euro 
in long-term foreign debt, down from 67.96 
billion euro at the end of 2018, BNR said in a 
monthly balance of payments report. 

Long-term external debt service ratio fell to 
15.6% at end-March, compared to 21.2% at 
end-2018. 
Goods and services import cover stood at 4.6 
months at end-March, from 4.9 months at end-
2018. 
The ratio of the BNR’s foreign exchange reserves 

to short-term external debt by remaining 

maturity decreased to 70% at end-March, from 
74.3% at end-2018. 
 
($=0.8897 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Russia 

Russia cuts 2019 domestic borrowing 

plan 

15-May-2019  

MOSCOW, May 15 (Reuters) - Russia's finance 

ministry had cut its domestic borrowing plan 
for 2019, while raising its external borrowing 
plan, a draft of the state budget showed on 
Wednesday. 

The ministry cut the amount of rouble-
denominated OFZ treasury bonds it plans to 
issue this year to 1.567 trillion roubles ($24.28 

billion) from 1.705 trillion roubles.  
At the same time, the ministry raised its 2019 
plan for issuing bonds denominated in foreign 
currency to $3.8 billion from $3.0 billion. 
 
($1 = 64.5375 roubles) 
(Reporting by Elena Fabrichnaya 
Writing by Gabrielle Tétrault-Farber 
Editing by Andrey Ostroukh) 
(( Gabrielle.Tetrault-Farber@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Russian Eurobonds up moderately on 

Wednesday on good UST trends  

15-May-2019  
MOSCOW. May 15 (Interfax) - Prices for most 

Russian Eurobonds were up moderately on 
Wednesday thanks to positive trends in U.S. 
Treasuries, with sovereign spreads largely 
unchanged. 

Russia's benchmark 2030 bonds were up 20 
basis points from previous closing by 6:15 p.m. 

Moscow time at 111.5% with yield at 3.665% 
per annum, down 7 bps. Three-year U.S. 
Treasuries were up 7 bps from previous closing 

at 99.7%, with yield down 3 bps at 2.12%. 
Spread between Russia-30 and UST3 narrowed 4 
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bps to 154.5 bps. 

Russia's 2043 bond was up 25 bps at 113.77% 

yielding 4.9%, down 1.5 bp; the 2042 bond was 
up 26 bps at 110.31%, with yield down 2 bps at 
4.87%; the 2026 bond was up 19 bps at 
103.44% with yield down 3 bps to 4.18%; and 
the 2023 bond rose 7 bps to 105.32% yielding 
3.54%, down 2 bps. 

The new 2047 bond rose 26 bps to 102.7% with 
yield down 1.5 bps to 5.07%, and the new 10-
year bond maturing in 2027 was up 18 bps at 
100.34%, with yield down 3 bps at 4.2%. 
 
Mc mz 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Rouble near two-week highs after 

successful OFZ bond auctions   

16-May-2019  
MOSCOW, May 16 (Reuters) - The Russian 

rouble firmed slightly on Thursday, hovering 
near two-week peaks it climbed on the back 
of demand for Russian OFZ government 
bonds, while the MOEX stock index headed 
back towards all-time highs amid stronger oil 
prices. 

The rouble was 0.1% stronger at 64.58 versus 
the U.S. dollar as of 0756 GMT, trading near 

64.48, its strongest level since late April that it 

touched on Wednesday.  
The currency got a boost as investors snapped 
up OFZ bonds on Wednesday, helping the 
finance ministry sell a record bulk. 
Describing OFZ auctions as "exceptionally 
successful", Nordea Bank said in a note that the 
rouble retains chances to firm in the second half 

of May and in June ahead of a possible rate cut 
by the central bank next month. 
Investors tend to buy government bonds when 
they expect the central bank to lower rates as 
cuts drive yields of bonds lower and, 
simultaneously, steer their prices up. 

The central bank, which held its key rate at 

7.75% last month, signalled it could consider 
cutting rates as early as June given that inflation 
has peaked. 
Versus the euro, the rouble gained 0.1% to 
72.38. 
Brent crude oil, a global benchmark for Russia's 

main export, was up 0.4% at $72.05 a barrel, 
lending support to Russian assets. 
The dollar-denominated RTS index rose 0.7% to 
1,255.8 points. The rouble-based MOEX Russian 
index was 0.8% higher at 2,574.8 points, 
moving towards its all-time high of 2,599.58 hit 
in April. 

 
(Reporting by Andrey Ostroukh; 
Editing by Andrew Cawthorne) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Serbia 

Serbia sells 13 bln dinars (110 mln 

euro) of 3-yr T-notes, yield drops  

16-May-2019  
BELGRADE (Serbia), May 16 (SeeNews) - 
Serbia's finance ministry said it sold 13 billion 
dinars ($124 million/110 million euro) of 
three-year Treasury notes at an auction on 
May 16 in a reopening of the issue. 

The average yield amounted to 3.63%, down 
from 3.68% on April 23, when the government 

sold securities with a par value of 7.1 billion 
dinars of the 100 billion dinars issue, the finance 
ministry said in a statement. 

The T-notes carry a coupon of 3.75% paid 
annually and will mature on January 17, 2022. 
The finance ministry targeted the sale of T-notes 
with a par value of 10 billion dinars at the 

auction. 
 
(1 euro = 117.947 dinars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Slovenia 

Slovenia T-bill auction oversubscribed, 

yield remain negative  

14-May-2019  
LJUBLJANA, May 14 (Reuters) - Slovenia sold 

145 million euros ($162.89 million) of 

treasury bills on Tuesday, close to an earlier 
target of 140 million euros, with yields 
slightly higher than at previous auctions, the 
Finance Ministry said in a report. 

It sold 50 million euros of 12-month bills at a 
yield of minus 0.37% versus minus 0.39% at the 
last auction of such bills in March. 
It also sold 55 million of six-month bills at a 
yield of minus 0.37% versus minus 0.39% in 

April, while the yield for 3-month bills reached 

minus 0.38% compared to minus 0.4% last 
month.  
Total bids amounted to 225 million euros. The 
next T-bill auction is due on June 11. Analysts 
expect yields to remain negative in the coming 

months, mainly due to low interest rates set by 
the European Central Bank.  
 
($1 = 0.8902 euros) 
(Reporting by Marja Novak 
Editing by Peter Graff) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkish budget records $3.03 bln 
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deficit in April  

15-May-2019  

ANKARA, May 15 (Reuters) - The Turkish 

budget showed a deficit of 18.32 billion lira 
($3.03 billion) in April, data from the Finance 
Ministry showed on Wednesday. 

The April budget showed a primary deficit, which 
excludes interest payments, of 13.2 billion lira. 

The budget recorded a deficit of 54.5 billion lira 
in the first four months of the year, the data 
showed, compared to 23.2 billion lira in the 
same period of 2018. The government's forecast 
for 2019 year-end deficit is 80.6 billion lira. 
 
($1 = 6.0510 liras) 
(Reporting by Nevzat Devranoglu and Ece Toksabay 
Writing by Ali Kucukgocmen 

Editing by Dominic Evans) 
(( ali.kucukgocmen@thomsonreuters.com , 
@alikucukgocmen; +902123507067; Reuters 
Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkey needs credible plan to avoid 

downgrade  

16-May-2019   

By Marc Jones 
LONDON, May 16 (Reuters) - Turkey needs to 

put a comprehensive and credible economic 
plan in place if it is to avoid another cut to 
sovereign credit rating, a senior Moody's 
sovereign analyst said on Thursday. 

New analysis from the rating agency shows 
Turkey's recession, the slump in the lira, 

upcoming refinancing pressures and dwindling 
reserves have pushed it to right near the top of 
its worldwide external vulnerability index. 
"Failure to put forward a credible broad-based 
plan to address the structural issues, and in 
the near-term dampen the market volatility 
pressure on the lira...that would be a pressure 
point from a rating perspective," Moody's 
Managing Director of Sovereign Risk, Yves 

Lemay, told Reuters. 

Moody's downgraded Turkey to Ba3 - three 

rungs into junk territory - last August, but it also 
kept it on a 'negative' outlook which is a warning 
that another cut could happen in 12-18 months. 
It gives it sometime and one of Turkey's main 
plusses is that it has a low debt-to-GDP level of 

about 30 percent, but the likelihood is that an 
economic plan would be laid out after Istanbul's 
mayoral elections have been re-run on June 23.  
"For us, the critical issue is whether this 
administration has the capacity to move aside 
the political issues and focus on the economic 
needs of the country," Lemay said, adding that 

the repeat of the Istanbul vote had underscored 
concerns. 
"It is another manifestation of the domestic 

political risk in this instance, and the weakening 
of the institutions of the country."  
With regards to the drop in currency reserves, 
he added: "When we look at the size of what 

(sovereign and bank debt) is coming due in the 

next year against the size of the reserves, it is a 

signal of significant vulnerability." 

"The amount of reserves is very much 
insufficient to refinance the external 
obligations." 
Moody's calculates the Turkish government's 
interest payments rose 30.4% in nominal 
terms last year and almost 50% in the first 
three months of 2019 due to the weak lira and 

a rise in payments. 

As a result it expects interest payments to 
increase to around 8.2% of the government's 
revenue in 2019 from only 5.9% in 2017, 
"eroding" the government's fiscal strength. 
 
(Reporting by Marc Jones; Editing by Angus MacSwan) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Fitch Affirms Argentina at 'B'; Outlook 

Negative  

14-May-2019  
Fitch Ratings-New York-May 14: Fitch Ratings 

has affirmed Argentina's Long-Term Foreign-
Currency Issuer Default Rating (IDR) at 'B' 

with a Negative Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The Negative Outlook reflects a fragile 
macroeconomic backdrop and risks to 
sovereign debt sustainability and financing 
flexibility, which are amplified by 
uncertainties surrounding upcoming elections. 
An IMF SBA programme remains on track, 
helping to mitigate near-term financing risks. 

However, medium-term prospects for fiscal 
consolidation and recovery of market access as 
IMF funds run out remain uncertain. Election 
outcomes resulting in policy disruptions or a 
negative market reaction pose a major downside 

risk, but challenges to growth, macroeconomic 
stability and fiscal consolidation may persist 
even if such a scenario is avoided. 
The Macri administration has faced difficult 
trade-offs to advance needed policy adjustments 
under the SBA while supporting its prospects in 
the upcoming October elections. Policy 

tightening amid a recession has weighed on its 
popularity without yet delivering some of the 

benefits originally hoped for, namely lower 
inflation, prompting some populist measures (eg 
price controls) but not a major policy drift. The 
medium-term policy outlook hinges on the 

elections. A Macri victory would support policy 
continuity and market sentiment, but needed 
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adjustment measures and reforms could prove 

even more politically difficult than those enacted 

already. The outlook is more uncertain should an 
opposition candidate win. This could be 
especially negative should it derail policy 
adjustments or prompt a negative market 
reaction that undermines macroeconomic 
stability and financing access. 
Fitch estimates sovereign financing needs of 
around USD48 billion in 2019 (largely FX-
denominated) are covered by scheduled IMF 
disbursements, pre-financing, and rollover of 
intra-public debt holdings and repo lines. 
However, a funding gap will re-emerge in 2020 
as IMF funds run out. The sovereign will need to 
refinance a sizeable stock of domestic bonds in 
2020, which could be facilitated in part by the 

large share (over 40%) held within the public 
sector. External bond repayments become more 
burdensome starting in 2021. Risks of covering 
these funding gaps could rise should fiscal 
slippage or the election results impair market 
access. The government has been able to 

maintain healthy rollovers of T-bills (a stock of 
USD25 billion), but liquidity pressures could 
emerge should this become more difficult and 
deplete cash buffers, which is possible in the 
event of increased election uncertainties. 
The government has met its fiscal 
consolidation targets so far, keeping the IMF 
program on track. The federal primary deficit 

fell to 2.6% of GDP (in line with the 2.7% 
target) from 3.8% in 2017, and the overall 
deficit to 5.2% from 5.9%. Provincial deficits 
also improved, lowering the general 
government deficit to 5.5% from 6.2%. 
Further deficit reduction is proving increasingly 
difficult in 2019, however. So far this year, new 
export taxes have fallen well below prior 
estimates, and other revenues have weakened 

amid the economic downturn. The authorities 
recently hiked import taxes to support the fiscal 
target, but additional measures may be needed. 
Fitch projects a 0.5%-of-GDP federal primary 
deficit in 2019, implying full use of the 
"adjustors" to the 0% target permitted in the 
SBA, and a 3.6% overall deficit. 

Prospects for achievement of the 1%-of-GDP 
federal primary surplus target for 2020 are less 
clear given uncertainty around the policy agenda 
and political strength of the next government. 
Fitch projects a 0.5% primary surplus and a 
2.7% overall deficit. Transitory factors that have 

helped fiscal consolidation so far will also wear 
off. Much of the real decline in primary 
expenditures so far has reflected surging 
inflation rather than intentional cuts, and 
backward indexation of much of these (namely 
social benefits, 60% of the total) will entail real 
increases when inflation declines. High tax 

pressure leaves narrow room for revenue 
increases. This will put the burden of 

consolidation on salaries, subsidies and 
discretionary outlays, involving political 
difficulties and trade-offs with microeconomic 
priorities. 
Federal government debt rose to 86.2% of 

GDP in 2018 from 56.6% in 2017. The increase 

was driven by peso depreciation but was much 

larger than expected in the SBA despite 
compliance with fiscal targets due to additional 
"below-the-line" borrowing. General government 
debt (federal and provincial, consolidated with 
social securities holdings) reached 84.9% of 
GDP, well above the 49% historic 'B' median 

even net of the large share (20pp) held by the 
BCRA. 
Fitch expects federal government debt will 
moderate to 80% of GDP by 2020, above the 
latest SBA projections. Risks to debt 
sustainability are considerable given 
uncertainty regarding the achievement of 
future primary surpluses, medium-term 
economic recovery prospects, and the 

exchange rate. In the absence of strong growth 
or fiscal surpluses, projected declines in debt-to-
GDP rely instead on an expectation that the peso 
will depreciate more slowly than inflation and 
the GDP deflator (i.e. recover in real terms), but 
this is highly uncertain. 
After a turbulent 2018, risks of another major 

peso selloff in 2019 could be more contained 
given more dollarized (and hence less peso-
denominated) local portfolios, the better ability 
of the central bank (BCRA) to manage peso 
supply via Leliq notes (held only by regulated 
banks), and a falling current account deficit 
(Fitch projects 2.4% of GDP in 2019, down from 

5.4% in 2018). Nonetheless, FX pressures have 

re-emerged since March as election jitters have 
intensified and surging inflation has eroded real 
peso rates. In response, the BCRA has validated 
sharply higher rates on its Leliq notes of over 
70% (annualized) and secured IMF support for 

more discretionary FX intervention, ending the 
previous "non-intervention band". 
Another sell-off of the peso could add to 
inflationary pressures, hinder economic 
recovery prospects, and heighten risks to debt 

sustainability. Aggressive FX intervention to 
avoid such a scenario could pose risks, however, 
given an already weak external liquidity position. 

BCRA gross reserves were USD69 billion as of 
early May, but net reserves (after deducting 

corresponding FX liabilities) were just USD19 
billion. 
The BCRA has met its targets for the monetary 
base since October, but inflation has far 
overshot prior projections. The persistence of 

inflation despite a recession and tight monetary 
conditions reflects weak money demand, utility 
rate hikes, and strong inertia in wage- and 
price-setting behaviour (exemplified by rising 
use of backward wage indexation clauses). Fitch 
projects inflation will end 2019 at 40%, down 
from 47.6% in 2018. 

Fitch projects real GDP will contract 1.7% in 
2019, following a 2.5% contraction in 2018. 

Monthly activity indicators do not yet signal a 
firm economic recovery is underway, after some 
signs of stabilization early in the year. 
Consumption faces headwinds from surging 

inflation, which is postponing the expected 
recovery in real wages and salaries after large 
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declines in 2018, as well as collapsing credit. 

Investment is falling sharply on cuts to public 

works and private-sector caution. Market 
sensitivities surrounding elections could pose 
further downside risks to growth in 2019. 
The post-election growth outlook is unclear and 
will hinge on the next government's policy 
orientation and ability to advance reforms and 

improve confidence. Rigid labour laws and high 
tax pressures stand out as key growth 
bottlenecks, but political challenges and fiscal 
constraints could make it difficult to tackle 
these. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Argentina a 
score equivalent to a rating of 'B' on the Long-

Term Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee did not adjust 
the output from the SRM to arrive at the final LT 
FC IDR. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 

assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 

The main risk factors that, individually or 
collectively, could trigger a downgrade are: 

--Deterioration of local financing conditions 
and/or failure to recover access to external 
market financing; 
--Policy and political developments and/or 
economic weakness that heighten risks to debt 
sustainability or jeopardise access to IMF 
funding; 

--A significant depreciation of the peso and/or 
erosion of international reserves. 
The Rating Outlook is Negative. Consequently, 
Fitch does not currently anticipate developments 
with a high likelihood of leading to a positive 

rating change. However, the main factors that, 
individually or collectively, could lead to a 

stabilization of the Outlook are: 
--Greater confidence that fiscal consolidation 
targets can be achieved and external market 
financing access re-established beyond 2019; 
--Evidence of recovery in economic activity, 
avoidance of renewed macroeconomic 

instability; 
--A sustained strengthening of the external 
liquidity position. 
KEY ASSUMPTIONS 
--Fitch expects growth in key trading partner 
Brazil to remain subdued, after reaching 1.1% in 
2018. 

Fitch has affirmed Argentina's ratings as follows: 
--Long-Term Foreign-Currency IDR at 'B'; 
Outlook Negative; 
--Long-Term Local-Currency IDR at 'B'; Outlook 
Negative; 

--Short-Term Foreign-Currency IDR at 'B'; 

--Short-Term Local-Currency IDR at 'B'; 

--Country Ceiling at 'B'; 
--Issue ratings on long-term senior unsecured 
foreign-currency bonds at 'B'. 
 
Media Relations: Elizabeth Fogerty, New York, Tel: +1 
212 908 0526, Email: 
elizabeth.fogerty@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Brazil 

Brazil to cut 2019 GDP forecast below 

2% as fiscal picture worsens  

14-May-2019  
By Marcela Ayres 
BRASILIA, May 14 (Reuters) - Brazil's 

government will cut its 2019 economic growth 
forecast to below 2% and seek supplementary 
funding from state-run BNDES development 
bank to meet current expenditure and avoid 
breaking its fiscal rules, Economy Ministry 

officials said on Tuesday. 

Economy Minister Paulo Guedes and special 
secretary Waldery Rodrigues' testimony to a 
budget commission made up of deputies and 

senators underscored the two most serious 
challenges facing the government: an anemic 
economy and stretched public finances. 

Rodrigues said the revised forecasts will be 
unveiled on May 22, when the government will 
publish its latest bimonthly report on revenue 
and spending, a recent addition to its policy 
framework designed to encourage stricter fiscal 
discipline.  
The new growth forecast will be below 2%, 

down from 2.2% currently, and closer to the 
wider market consensus which is now below 
1.5%, according to the central bank's latest 
weekly survey of around 100 financial 
institutions.  

Economy Minister Guedes said growth would 
return to 2% or 3% levels once Congress passes 
the government's fiscal reforms, the biggest of 
which is an ambitious overhaul of the pension 

system aimed at saving the public purse 1.237 
trillion reais over the next 10 years.  
Brazil's economy expanded by 1.1% in 2018 and 
2017, and a growing number of economists 
reckon it will not fare much better this year. 
Earlier on Tuesday, the central bank said the 
economy may have shrunk in the first quarter. 

In the meantime, the public finances are so bad 
the government will seek supplementary funding 
of around 248 billion reais from the BNDES to 
avoid breaking its golden rule which prevents 

the issuance of debt to pay for current 
expenditure, Guedes said.  

Around 200 billion reais of that will go towards 
social security, he said, urging Congress to 
approve the extra disbursement.  
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($1 = 3.97 reais)  
(Writing by Jamie McGeever; Reporting by Marcela 
Ayres; Editing by Bernadette Baum and Cynthia 
Osterman) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil government, central bank nod to 

rapidly deteriorating GDP, fiscal 

position  

14-May-2019  
By Jamie McGeever and Marcela Ayres 
BRASILIA, May 14 (Reuters) - Brazil's 

government and central bank said the 
country's economic and fiscal health was 
deteriorating rapidly, as yet another economic 

indicator on Tuesday suggested the country 
may be sliding closer toward recession. 
Economy Minister Paulo Guedes said the 
government would cut its 2019 growth 
forecast to 1.5% from 2.2%, while minutes 
from the central bank's last policy meeting 
showed policymakers believe the economy 
may have shrunk in the first quarter. 

In some regards, the comments, predictions and 
policy prescriptions coming out of Brasilia show 

officials are just catching up with the private 
sector, which has been far more pessimistic in 

recent months, particularly on growth. 
But they leave no room for doubt about the 
scale of the challenges facing Latin America's 
largest economy. Given the government's 
limited room for fiscal maneuver and the central 

bank's reluctance to cut rates, they could be 
increasingly tough to meet. 
"Moreover, confidence indexes are still weak due 
to political uncertainties, which suggests there is 
no light at the end of the tunnel in the near 
term," said Patricia Krause, chief economist at 
Coface in Sao Paulo. "This only emphasizes the 

importance of having pension reform approved." 
The new forecast would be in line with the 
1.45% average forecast in the central bank's 

latest weekly survey of about 100 financial 
institutions. That was the lowest this year, and 
could fall further if recent economic indicators 

are any guide. 
Data on Tuesday showed that Brazil's services 
sector, which accounts for some 70% of 
economy activity, shrank by 0.7% in March from 
February and by 2.3% compared with the same 
month last year. That was far greater than 
expected, another indication the economy 

contracted in the first quarter. 
Minutes from the central bank's May 7-8 policy 
meeting, when interest rates were again left at a 
record low 6.50%, showed that policymakers 
said there was a "relevant probability" that the 

economy contracted in the first quarter. 
Brazil's economy expanded by 1.1% in 2018 and 

2017, and official and private-sector forecasts 
suggest improvement will be minimal this year.  
But Guedes said that if Congress approved the 

government's fiscal reforms, most notably the 

pension reform bill that aims to save the public 

purse over 1 trillion reais ($252 billion) over the 
next decade, annual growth would soon return 
to 2% to 3%. 
The government will in the interim seek 
supplementary funding from the state-run 
BNDES development bank of 248 billion reais to 

avoid breaking its golden rule of not issuing debt 
to meet current expenditure, Guedes said. 
Waldery Rodrigues, special secretary to the 
Economy Ministry, said the revised GDP 
forecasts would be announced on May 22 when 
the government publishes its latest bimonthly 

revenue and spending report. Rodrigues said 
last week that another freeze on federal 
spending was likely. 

 
($1 = 3.97 reais)  
(Reporting by Marcela Ayres; Writing by Jamie 
McGeever; Editing by Cynthia Osterman and Peter 
Cooney) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil pension reform not enough to 

stabilize debt or raise credit rating  

16-May-2019  
By Gabriela Mello 

SAO PAULO, May 16 (Reuters) - Brazil's push to 

overhaul its costly social security system is a 
welcome step toward healing public finances 
and the economy, but is not enough to 
stabilize public debt or trigger a positive 
review on the country's credit rating, 
directors at rating agency Fitch said on 
Thursday. 

Speaking at a Fitch event in Sao Paulo, Fitch's 
Shelly Shetty and Rafael Guedes said 
uncertainty over the pension reform bill's 

passage through Congress poses the biggest risk 
to Brazil's economy, which they expect to grow 
by less than 2% this year. 
"When we analyze the reforms, there is no 
scenario in which even the best of proposals 
would lead to a stabilization of Brazil's debt 
over time," said Guedes, Fitch's executive 
director in Brazil. 

"Pension reform is the most important, it is the 

mother of the reforms, but it is by no means 
enough to lift Brazil to a level of debt 
stabilization or even a positive rating revision," 
he said. 
Fitch cut Brazil's credit rating to BB- from BB in 
February last year, putting it deeper into non-

investment grade - or 'junk' - territory. It 
affirmed that rating in August last year, raising 
the outlook to 'stable' from 'negative'. 
That keeps the rating on Brazil's sovereign 

bonds three notches below investment grade, a 
level which would draw greater demand from 
overseas investors and help bring down 

borrowing costs. 
Brazil's economy has failed to bounce back from 
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the 2015-16 recession, and growth this year will 

be hindered by the deepening uncertainty over 

the pension reform bill's progress through 
Congress, said Shetty, head of Latin American 
sovereign ratings. 
This week, Economy Minister Paulo Guedes said 
the government will cut its forecast to 1.5% 
from 2.2%, and economists at Goldman Sachs 

and Barclays cut their outlook to 1.2%. 
 
(Reporting by Gabriela Mello in Sao Paulo; Writing by 
Jamie McGeever in Brasilia; Editing by Jeffrey Benkoe 
and Susan Thomas) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil won't sacrifice curbing inflation 

for growth, says central bank chief  

16-May-2019  
By Marcela Ayres 
BRASILIA, May 16 (Reuters) - Brazil's central 

bank will not sacrifice controlling inflation for 
boosting growth, even though policymakers 

are disappointed with the economy's 
performance this year, central bank president 
Roberto Campos Neto said on Thursday. 

Responding to questions from lawmakers at a 
congressional budget committee hearing in 
Brasilia, Campos Neto said the economy likely 

contracted slightly in the first quarter, but 
growth has only been partially interrupted and 

will return. 
"To think that we are going to swap keeping 
inflation under control, a system of credibility in 
the long term, for short (term) growth, is 
fanciful," Campos Neto said, adding that history 
shows this does not work and ultimately leads to 
greater crises. 

Campos Neto repeated his view that the best 
way to generate strong, steady growth is to 
keep inflation and inflation expectations under 
control.  
Annual inflation in Brazil is running at just 
under 5.0%, above the central bank's year-
end target of 4.25%. Yet growth is anemic, 
struggling under the weight of uncertainty 

surrounding the government's fiscal reform 
efforts. 

A key condition for getting inflation and inflation 
expectations down is to approve and implement 
fiscal and economic reforms, Campos Neto said. 
That will boost confidence and the investment 
needed to revive growth, he said.  
"There is no country in the world with low 

inflation, low interest rates, anchored inflation 
expectations and a messy fiscal situation. It just 
doesn't exist," Campos Neto said.  
"It was hoped that the fiscal situation would be 
addressed quickly. The market is waiting for 

reforms," he said, referring not only to fiscal 
reforms but other adjustments like tax reform. 

The pension reform bill's slow progress through 
Congress has hit Brazilian markets. The real has 
weakened below 4.00 per dollar and the 

Bovespa stock market is down more than 5% in 

May, on track for its biggest monthly fall in 

almost a year.  
In a wide-ranging question-and-answer session 
with lawmakers, Campos Neto also said the 
central bank is constantly evaluating the ideal 
level of foreign exchange reserves. But since the 
central bank does not have an exchange rate 

target and believes in flexible currencies, there 
is no need for the bank to have a special 
committee for FX intervention, he said. 
The central bank has come under growing 
pressure to sell some of its huge $384 billion 
stockpile of foreign exchange reserves to 
raise funds for a variety of purposes, such as 
meeting the government's social security 
commitments. 

Campos Neto said that would be a quick way to 
lose credibility and send the country into a 
downward spiral. 
On the domestic front, Campos Neto also said 
the cost of credit to the average Brazilian is too 
high and that the level of debt taken on to fund 
consumption is higher than average. 

 
($1 = 4.01 reais) 
(Reporting by Marcela Ayres;  
Writing by Jamie McGeever; Editing by Bernadette 
Baum and Jeffrey Benkoe) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Chile 

Chile puts best foot forward in tough 

market  

15-May-2019  
By Paul Kilby 
NEW YORK, May 15 (IFR) - Chile became the 

first LatAm bond issuer to step forth this week 
in what remains a fragile market as investors 
try to assess the implications of an escalating 
trade war between China and the US. 

While the backdrop does not necessarily bode 
well for EM currencies, the sovereign 
nevertheless put its best foot forward on 
Wednesday with a tap of peso denominated 

bonds. 
The fixed-rate bonds - the 4% 2023s, 4.7% 
2030s and 5% 2050s - are Euroclearable and 
have been marketed to foreign accounts as the 
sovereign looks to deepen its local debt markets.  
But with investors still assessing the outcome of 
trade talks between the US and China, emerging 

market currencies have been on a back foot 
amid renewed concerns about growth.  
That includes the Chilean peso which has been 
steadily weakening against the dollar to trade on 

Wednesday at around 692.63, up from 661.81 
on April 19, according to Refinitiv data. 

And while that could arguably make for a cheap 
entry point for investors favoring the peso, it 
remains unclear just how much foreign interest 
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Chile can garner in this environment. 

That is especially true for a top rated sovereign 

like Chile (A1/A/A+) whose local currency bonds 
carry relatively small yields compared to others 
on offer in the EM space.  
"(Foreign investors) are willing to play but they 
expect some degree of concession," said a 
syndicate banker away from the deal.  

At initial price thoughts of 3.80%, 4.30% and 
4.65% area on the 2023s, 2030s and 2050s 
respectively, the deal is offering a premium to 
secondary levels of 3.57%, 4.13% and 4.47% 
on the outstanding bonds, according to Refinitiv 
data.  
And thanks to its inclusion on JP Morgan's 
GBI-EM local currency index, the trade could 
catch a bid from index players despite the 
relatively low yields.  

Ever since Chile started issuing local currency 
bonds in a Euroclearable format in 2017, its 
weighting in the GBI-EM index has increased 
from 1.1% in April that year to 3.3% two years 
on. 

"Some people are buying smaller countries like 
Chile and Peru than used to be the case," as 
their weighting in the GBI has increased, said a 
senior banker.  
A concurrent tender for Chile's outstanding 
February and March 2021s, and a global peso 
bond maturing in August 2020 should also be 

supportive for the deal. 
Itau, Scotiabank and Santander are acting as 

leads on the transaction, which is expected to 
price later on Wednesday. 
 
(Reporting by Paul Kilby 
Editing by Natalie Harrison) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Impact of below 1% on federal 

debt/GDP ratio from Mexico's new oil 

refinery  

15-May-2019  
MEXICO CITY, May 15 (Reuters) - Mexican 

ratings agency HR Ratings on Wednesday 
forecast an impact of below 1% on the ratio 
of Mexico's federal debt to gross domestic 

product (GDP) derived from the cost of 
building the new Dos Bocas oil refinery. 

Other ratings agencies and investors have 
expressed concern that the refinery, due to be 
built by state oil firm Pemex, will damage the 
nation's finances and could run well past the $8 
billion Mexican President Andres Manuel Lopez 
Obrador says it will cost. 

 
(Reporting by Anthony Esposito; Editing by Frank Jack 
Daniel) 
(( anthony.esposito@tr.com ; +5255 5282 7140; 
Reuters Messaging: 
anthony.esposito.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2019. 
 
 

Nicaragua 

Fitch Says Nicaragua's Fiscal, Financing 

Risks Remain Pronounced  

15-May-2019  
May 15 (Reuters) –  

Fitch says Nicaragua's fiscal, financing 

risks remain pronounced. 

Fitch, on Nicaragua, says Ortega administration 

looks increasingly likely to serve remainder of its 
term until 2021. 

Fitch says Nicaragua's government faces 
continued international pressure for its handling 
of protests & risk of renewed political instability 
remains high. 

Fitch says macroeconomic risks to remain 
pronounced for Nicaragua in 2019, with a likely 
second full-year economic contraction. 
 
((Reuters Messaging: 
Reuters.Briefs@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela 

Venezuela wants Russia to help 

restructure its debt to other countries  

17-May-2019  

MOSCOW, May 17 (Reuters) - Venezuela would 

like Moscow to help it restructure its external 
debt to other countries, Russia's RIA news 
agency cited Venezuela's ambassador in 
Geneva as saying on Friday. 

Asked whether sanctions-hit Venezuela would 
like to receive debt-restructuring assistance 
from Russia, the ambassador was quoted as 

saying: "Yes." 
 
(Reporting by Maria Kiselyova; Writing by Tom 
Balmforth; Editing by Hugh Lawson) 
(( Tom.Balmforth@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

Angola 

Moody's Says Angola's Economy To 

Return To Growth In 2019 As Debt 

Burden Declines  

15-May-2019  

May 15 (Reuters) - MOODY'S: 
Moody's says Angola's economy to return to 
growth in 2019 as debt burden declines. 

Moody's says Angola's real GDP will modestly 
grow at 0.3% in 2019 after three years of 
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contraction. 

Moody's says Angola's debt-to-GDP ratio 

expected to decline to around 70% this year. 
Moody's says Angola's debt burden remains 
vulnerable to further exchange rate 
depreciation. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 

 
 

Kenya 

Kenya adopts more conservative 

approach on dual-tranche bond  

15-May-2019  

By Sudip Roy 
LONDON, May 15 (IFR) - Kenya has changed 

tack on a dual-tranche US dollar offering by 
dropping a potential longer-dated bond in 
favour of a short-dated tranche. 

The sovereign, rated B+/B+, is marketing a May 

2027 and May 2032 amortizing notes with 
weighted average lives of seven and 12-years. 
IPTs are mid 7s and mid 8s respectively. 
"We prefer the seven-year given the overall 
market backdrop," said Uday Patnaik, head of 
emerging markets debt at LGIM. "[We assume] 
the seven-year will be modestly less volatile." 

When the mandate was originally announced on 
May 8, Kenya said to expect bonds with 12 and 

31-year WALs.  
But a more volatile market since - thanks to an 
escalation in the trade dispute between the US 
and China - has led to a more cautious 

approach.  
While there was plenty of interest in a long-
dated bond, the sovereign decided against 
locking in a 31-year tenor at wider levels, 
according to a source close to the deal. 
A banker away thought the sovereign had 
shortened the tenors in order to ensure that it 

could lock in size. 
"On pricing, I had 8% pencilled in for a landing 
point on the 12-year," he said. "But that was 

before the adjustment down in current bonds, so 
this does look slightly cheap now." 
Kenya's Feb 2048s, for example, had moved 
from a bid yield of 8.32% to as high as 8.66% 

between the mandate announcement and 
Monday, according to Tradeweb data. They are 
now bid at 8.52%. 
The more relevant comps for the revamped 
offering are Kenya's Jun 2024s and Feb 2028s, 
bid at 6.52% and 7.56%. 

"If they get down to 7.125% and 8.125% in 
both then it shows demand is still there, albeit 
for shorter tenors," said the banker away. 
The deal, expected to be rated B+/B+ 
(S&P/Fitch), is today's business. JP Morgan and 

Standard Chartered are the leads. 
 
(Reporting by Sudip Roy and Robert Hogg; Editing by 
Julian Baker and Helene Durand) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 

(c) Copyright Thomson Reuters 2019.  
 
 

Kenya easily raises $2.1 bln Eurobond, 

debt concerns linger  

16-May-2019  
• Issue got better pricing than expected 
- economist 

• Debt has jumped to 55% of GDP since 
2013 

By Duncan Miriri and George Obulutsa 
NAIROBI, May 16 (Reuters) - Kenya raised $2.1 

billion in a Eurobond issue in tranches of 
seven- and 12-year paper that was more than 
four times oversubscribed, the finance 
ministry said on Thursday. 

There has been a jump in government borrowing 

since President Uhuru Kenyatta came to power 
in 2013 - a rise that some politicians and 
economists say is saddling future generations 
with too much debt. 
Kenya's public debt as a percentage of GDP 
has increased to 55% from 42% when 
Kenyatta took over. The government has 
defended the increased borrowing, saying the 
country must invest in its infrastructure, 

including roads and railways. 

The East African nation made its debut in 
international capital markets in the summer of 
2014 with issues of 10- and five-year dollar 
bonds. Early last year, it returned for a second 
Eurobond. 

The seven-year portion of the latest issue was 

priced at 7.0%, while the longer-dated tranche 
was priced at 8.0%, well below the initial 
guidance price of 7.5% and 8.5% respectively, 
the ministry said. 
The pricing was better than expected, given that 
the government returned to the market without 
having secured the renewal of an International 

Monetary Fund stand-by credit facility after the 
expiry of a similar programme last year, 
analysts said. 
"A lot of people expected them to pay a 
premium," said Jibran Qureishi, economist for 
East Africa at Stanbic Bank. 

"They came back without the IMF facility and 

they probably got 40 basis points cheaper than 
what the market would have expected from not 
having the IMF on board." 
The proceeds will be used to fund infrastructure 
projects, general budgetary spending and 
refinance part or all of a $750 million dollar bond 

that will mature in June, the ministry said. 
DEBT CONCERN 
Some market participants said the high 
demand for the issue from investors, who bid 
for a combined $9.5 billion, had not dampened 
their concerns about the rising public debt. 

"Whereas investors have given us a thumbs up it 
doesn't mean we should continue picking up 

debt at the rate that we are doing," said a senior 
fixed income trader at one commercial bank in 
Nairobi. 
Efforts by the finance ministry to cut the budget 
deficit, which is projected at 5.6% of GDP for the 
fiscal year ending in June 2020, have been 
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hampered by poor revenue collection. 

Both tenors of the new bond will be amortized at 

$300 million and $400 million respectively for 
the seven- and 12-year tenors annually in the 
last three years to maturity in order to avoid a 
surge in repayments, the Treasury said in the 
statement. 
Kenyatta's government was accused by the 

opposition of failing to account for the $2 billion 
raised from its debut issue in 2014. The 
government has denied that. 
The government is forecasting economy growth 
of 6.1% this year though some, like the World 
Bank, have said dry weather could reduce that. 

Qureishi said the outcome of the latest Eurobond 
had shown the government could access funding 
in the future without raising taxes, mainly due to 

global investor risk appetite and the economic 
fundamentals at home. 
"There is still a belief that global risk conditions 
will remain appropriate for Kenya to even 

refinance upcoming obligations from commercial 
sources next year," he said. 
 
($1 = 101.0000 Kenyan shillings) 
(Editing by Maggie Fick and Andrew Cawthorne) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Kenya to finalise IMF deal within two 

months, rate cap "no issue"  

16-May-2019   
By Karin Strohecker 
LONDON, May 16 (Reuters) - Kenya expects to 

finalise a deal with the International Monetary 

Fund within two months and the lender is not 
insisting on a removal of the interest rate cap 
as a precondition for a new deal, finance 
minister Henry Rotich said on Thursday.  
The east African country is discussing a new 
standby credit facility with the IMF. Its 
previous $1.5 billion programme expired last 
year when the government failed to meet the 
Fund’s conditions for an extension, including 
the repeal of a cap on how much interest 
commercial lenders can charge.  

"We are looking at a similar arrangement as we 

had before," Rotich told Reuters in London, 
where he had overseen the sale of a $2.1 billion 
sovereign Eurobond. 
"We have everything on the table ... I would 
estimate it won't take us more than two 
months." 

Rotich also said a draft of the new IMF 
agreement no longer made abolishing the 
interest rate cap a precondition and would focus 
on financial sector reforms instead. 
"This is no longer an issue," he said. "The IMF 
has accepted to take up the reforms that we are 

doing, which deals with really attacking the root 

cause of why interest rates are high in the first 
place." 
Private sector credit growth has been sluggish 
since the government capped commercial 

lending rates at four percentage points above 

the central bank rate in 2016. 

Rotich said policymakers in Nairobi wanted to 
make sure the cap was not constraining credit to 
small and medium enterprises and that 
discussions were being held to either amend or 
abolish it altogether. 
Asked about borrowing plans and a possible 

return to capital markets in financial year 
2019/2020, which begins in July, Rotich said no 
firm decision had been made. He added that 
issuing more Eurobonds was one possibility to 
raise funds needed, as outlined in a draft budget 
in early May. 
"Debt servicing costs are in the region of 20% 
and we obviously want to stabilise that," 
Rotich said, adding that he was looking to 
increase money raised through concessional 
loans and use funds raised on capital markets 
for infrastructure projects.  

Rotich said he was aiming to bring down debt 
servicing costs in the next few years to 12-16%.  
 
(Reporting by Karin Strohecker; Editing by Catherine 
Evans) 

(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

Moody's Says South Africa Faces Weak 

Long-Term Growth Outlook And Rising 

Debt  

16-May-2019  
May 15 (Reuters) - Moody's:  
Moody's says South Africa faces weak long-
term growth outlook and rising debt; credit 

profile resilient to shocks. 

Moody's says South Africa's GDP growth to 
remain one of the lowest among BAA3-rated 
sovereigns. 
Moody's says one of main challenges of new 
government will be to arrest and potentially 

reverse long-term decline in South Africa's 

growth potential. 
Moody's says South Africa's debt structure offers 
resilience to shocks. 
Moody's says South Africa's new government 
faces challenges in raising growth, stabilising 
debt, and strengthening state-owned 
enterprises and institutions. 

Moody's says expects that structurally low 
growth will continue to weigh on South Africa's 

economic strength in next few years. 
Moody's on South Africa says in seeking to 
arrest rise in indebtedness, government will 
need to overcome spending pressures relating to 
interest and wages. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

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 

  25 

 

Zambia 

World Bank to lend Zambia $100 mln 

for resource management  

17-May-2019  
LUSAKA, May 17 (Reuters) - The World Bank 

has approved a concessional loan of $100 
million for Zambia to improve its natural 
resource management, it said on Friday. 

The loan from the World Bank's International 
Development Association arm will finance a 
project supporting the sustainable use of natural 

resources in the southern African country, it said 
in a statement. 
The project is aimed at reversing forest and land 

degradation and improving infrastructure to 
enhance the resilience of communities to climate 
shocks, the World Bank said. 

 
(Reporting by Chris Mfula; Editing by Hugh Lawson) 
(( chris.mfula@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 

GLOBAL 
 

IMF backs banks' plan to disclose 

sovereign loans   

10-May-2019 18:51:07  

By Christopher Spink 

LONDON, May 10 (IFR) - Investors in 

sovereign debt should soon be able to see 
outstanding liabilities of borrowers after 
International Monetary Fund chief Christine 
Lagarde backed an initiative to get banks to 
detail what they have lent to countries. 

Lagarde said last week she welcomed the work 
being done by bank lobby group the Institute of 
International Finance on principles for debt 

transparency of private creditors. 
The issue came to the fore in 2016, when 
Mozambique was unable to keep servicing its 
US$727m of 2023 bonds (arranged by Credit 
Suisse, which also arranged loans to the country 

and its state-owned enterprises) after several 

sovereign-guaranteed loans were disclosed. 
That prompted concern that creditors may be 
reluctant to participate in future debt 
restructurings because unexpected liabilities 
could crop up that might blow a country’s 
finances off track. 

“As we have seen in Mozambique, private 
lenders can effectively facilitate hidden debt. 
Even for official creditors, non-disclosure 

agreements or complicated financing modalities 
can work against transparency,” said Lagarde at 
the Paris Forum conference. 
Last year, the IMF embarked on an initiative to 
get sovereigns and multilateral lenders to detail 

their loans to other sovereigns. Its executive 
board backed a staff report calling for full 

disclosure of such liabilities by both borrowers 
and lenders. 
The IMF executive directors said there was a 

need to ensure "full coverage of public and 

publicly guaranteed debt in public debt figures to 

allow full assessment of debt vulnerabilities and 
contingent liabilities”. 
Credit Suisse first floated the equivalent idea for 
private sector institutions in October 2017. That 
has been taken up by the IIF, which represents 
a wide range of banks around the world. The IIF 

last week published the draft principles. 
"GAME-CHANGER" 
The IIF recommends lenders disclose who 
they have lent to, any guarantor of a deal, the 
type of instrument, its governing law, amount, 
any arrangers, the repayment schedule and 
interest rate as well as other terms and 
conditions. 

The scheme would be voluntary and would not 

require lenders to disclose transactions “where 
transparency is neither the norm or 
appropriate”, such as transactions conducted by 
central banks for monetary policy purposes. 
The principles are out for consultation until the 
end of May with the hope that G20 leaders will 
back them when they meet in Japan at the end 

of June. Ministers from the US, UK, France and 
Japan all supported the idea at the Paris Club 
forum. 
“This is the private sector playing its part in 
providing transparency in sovereign lending. It is 
a real game-changer and we are hoping the G20 

will support it,” said Deborah Zandstra, a 
sovereign debt lawyer and partner at law firm 

Clifford Chance, which has been advising the IIF 
on the initiative. 
Individual banks would have to decide whether 
to adopt the plans. It is expected that Credit 
Suisse will do so, having been the original 

initiator of the idea. 
Borrowers are expected to back the plan too, 
since more transparency could lead to lower 
borrowing costs. The idea is that poorer 
countries would benefit most from the deal. 
Greater disclosure should also help the widely 
expected restructuring of Venezuela’s debts. The 

country has not been assessed by the IMF for 
more than a decade and the terms of its debts 
with major creditors China and Russia are not 

clear. 
 
(This story will appear in the May 11 issue of IFR 
Magazine. Reporting by Christopher Spink) 
(( chris.spink@thomsonreuters.com ; +44 20 7542 
3814; Reuters Messaging: 
chris.spink.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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