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ASIA 
 

China 

Beijing hits brakes on subway boom 

over debt concerns  

15-Nov-2017  
By Brenda Goh 

SHANGHAI, Nov 15 (Reuters) - China has hit 

the brakes on subway projects in at least 
three cities and Beijing is asking others to 
slow down their plans, local governments and 
media have reported, indicating concerns over 
high debt from city-level infrastructure 
spending. 

China has been in the grips of a metro-building 
binge with more than 50 cities working on over 

1 trillion yuan ($150.8 billion) worth of projects, 
after population restrictions were loosened last 
year to allow more cities to have metro systems. 
Such infrastructure spending has helped to 
shore up economic growth but is now being 
scrutinised more closely after the government 

pledged to clamp down on financial risks. 

Policymakers have warned about the risk of 
asset bubbles due to high levels of corporate 
and household debt in the economy. 
China's overall debt has jumped to more than 

250 percent of GDP from 150 percent at the 
end of 2006. 

Financial magazine Caixin, citing unnamed 
sources close to the matter, reported that 
authorities in Inner Mongolia's Hohhot and 
Baotou cities have scrapped approved projects 
worth billions of dollars in recent months due to 
concerns over finances.  

Xianyang city which wants to build six lines to 
link up to central Shaanxi province's capital of 
Xi'an, said in a statement this month some of its 

plans had not yet been approved by the state 
planner, the National Development and Reform 
Commission.  

"The NDRC has become more cautious about 
approving metro construction plans and it will be 
difficult to achieve approval within the year," it 
said, adding that one of the factors was debt 
concerns over the Baotou metro. 
The Economic Observer newspaper said it was 
told by the Wuhan city planner that the NDRC 

was re-evaluating the country's subway 
construction situation.  
The Baotou city planner declined to comment 
when contacted by Reuters on Wednesday. The 
NDRC and authorities in Hohhot and Wuhan did 

not immediately respond to requests for 
comment. 

Guotai Junan analyst Gary Wong said such a 
crackdown on metro projects was appropriate 
given that many remote and financially weak 
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cities had undertaken metro projects. He said he 

did not anticipate a large impact on locomotive 

suppliers such as CRRC Corp who have shifted 
focus to metros to offset the slowing high-speed 
rail market. 
"They are already full with orders, even if they 
don't get new orders at the moment they will 
still be busy for the next 2-3 years," he said.  

China would overtake Europe and the Americas 
if all 50 cities went ahead with their metro plans, 
data from the International Association of Public 
Transport showed. Europe has 46 cities with 
metro systems, and America has 33 cities.  
The China Association of Metros said in July that 

30 cities currently have metros. 
 
($1 = 6.6336 Chinese yuan) 
(Additional Reporting by SHANGHAI Newsroom; 
Editing by Jacqueline Wong) 
(( brenda.goh@thomsonreuters.com ; +86)(0)( 21 
6104 1763; Reuters Messaging: 
brenda.goh.thomsonreuters.com@reuters.net )) 
 
 

China's finance ministry sells 50-year 

bond, 3-month bills  

17-Nov-2017  
SHANGHAI, Nov 17 (Reuters) - China's Ministry 

of Finance auctioned 28 billion yuan ($4.23 
billion) of 50-year bonds and 15 billion yuan 
of 3-month bills in the interbank market on 
Friday at an average yield of 4.37 percent and 
3.7664 percent, respectively, traders said. 
The 50-year bond yields were below market 
forecasts which centered around 4.46 percent in 
a range of 4.40 percent to 4.50 percent. 
The auction yield came in below Thursday's 
benchmark secondary market yield of 4.4209 
percent on 50-year government bonds. 
For 3-month bills, the auction yield came in 

above Thursday's benchmark secondary market 
yield of 3.6317 percent for three-month 
government bonds. 
 
($1 = 6.6264 Chinese yuan) 
(Reporting by the Shanghai Newsroom; Editing by 
Jacqueline Wong) 
(( winni.zhou@thomsonreuters.com ; +86 21 6104 
1777; Reuters Messaging: 
winni.zhou.thomsonreuters.com@reuters.net )) 
 
 

China overhauls $2.69 trln public-

private projects as debt fears rise  

17-Nov-2017  
BEIJING, Nov 17 (Reuters) - China's finance 

ministry has ordered an overhaul of its 

existing public-private partnership (PPP) 
projects and tightened approval rules for new 
ones, as Beijing has grown increasingly 
concerned about rising hidden debt risks from 
potential abuses of the programme. 

In recent years, the government has tightened 
controls on new local government debt to help 
ward off risks following a borrowing binge since 
the global financial crisis. 

Instead, Beijing has heavily promoted the PPP 

model since 2014, which channels private 

money into public infrastructure projects, to 

keep capital investment growing while easing 
the burden on heavily-indebted local 
governments. 
The value of China's 14,220 existing PPP 
projects totalled 17.8 trillion yuan ($2.69 
trillion) by end-September, according to a 
national database managed by the finance 

ministry.  

But the aggressive PPP boom has started to 
alarm authorities who say some local 
governments are using public-private 
partnerships, government investment funds and 
government procurement services as "disguised 
channels" for raising debt. 
All provincial finance bureaus should weed out 

"unqualified" PPP projects by March 2018, the 
finance ministry said in a notice posted on its 
website on Thursday. 
The criteria for such projects includes failure 
to conduct return-on-investment evaluation 
and fiscal stress test, poor project progress 
and information transparency, exceeding 
fiscal spending upperlimit, and making illegal 

debt guarantees. 

The ministry also tightened rules on approving 
new PPP projects, specifying that non-public 
services projects, such as commercial real estate 
development projects, are ineligible. 
China has hit the brakes on subway projects in 
at least three cities, where the PPP model is 

widely used, and Beijing is asking others to slow 
their plans, local governments and media have 
reported, indicating concerns over high debt. 
Authorities in Inner Mongolia's Hohhot and 
Baotou cities have scrapped approved PPP 
projects worth billions of dollars in recent 
months due to concerns over finances, financial 

magazine Caixin, citing unnamed sources close 
to the matter, reported this week. 
 
($1 = 6.6255 Chinese yuan renminbi) 
(Reporting by Yawen Chen and Ryan Woo; Editing by 
Simon Cameron-Moore) 
(( yawen.chen@thomsonreuters.com ; +86 10 6627 
1207; Reuters Messaging: 
yawen.chen.thomsonreuters.com@reuters.net )) 
 
 

India 

Moody's gives Modi a boost by raising 

India's sovereign bond rating  

17-Nov-2017  
•Moody's sees reforms lifting the economy's 

potential 
•Upgrade is Moody's first for India since 2004 
•Indian markets rally, but some see gains as 
short-lived 
•Other global rating agencies unlikely to 
follow suit - economist 

By Suvashree Choudhury and Parikshit Mishra 
MUMBAI/BENGALURU, Nov 17 (Reuters) - 
Moody's Investors Service upgraded its 
ratings on India's sovereign bonds for the 

first time in nearly 14 years on Friday, saying 
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continued progress on economic and 
institutional reform will boost the country's 

growth potential. 

The agency said it was lifting India's rating to 
Baa2 from Baa3 and changed its rating outlook 
to stable from positive as risks to India's credit 
profile were broadly balanced. 
Moody's upgrade, its first since January 2004, 
moves India's rating to the second lowest level 

of investment grade. Standard & Poor's has kept 
India at the lowest investment grade just above 
junk status for a decade and Fitch Ratings for 
one year longer.  
The decision by Moody's is a shot in the arm 
for Prime Minister Narendra Modi's 
government and the reforms it has pushed 
through, and comes just weeks after the 

World Bank moved India up 30 places in its 
annual ease of doing business rankings.  
All Indian markets including stocks, bonds and 
rupee rallied on the ratings upgrade. 
"It seems like Santa Claus has already opened 
his bag of goodies," said Lakshmi Iyer, head of 
fixed income at Kotak Mutual Fund said. 
"The move is overall positive for bonds which 

were caught in a negative spiral. This is a 
structural positive which would lead to easing in 
yields across tenors," she said. 
Last year, India lobbied hard with Moody's for an 
upgrade, but failed. The agency raised doubts 
about the country's debt levels and fragile 
banks, and declined to budge despite the 

government's criticism of its rating methodology. 
Finance Minister Arun Jaitley told reporters 
Moody's decision was a "belated recognition" of 
the steps the government has taken to fix 
India's $2 trillion economy. 
Modi's top colleagues portrayed it as a further 

victory for the prime minister after U.S.-based 
research agency Pew released a survey this 
week that showed nearly nine out of 10 Indians 
held a favourable opinion of him. 
OTHER UPGRADES DOUBTED  
But some economists said an upgrade from 
the other big rating agencies soon seemed 
unlikely.  

Radhika Rao, an economist at DBS, said 
implementation of reforms, a subdued rural 
sector and weak investment have slowed 
economic growth while rising oil prices have 
raised the risks. 

"We don't think the other two global rating 
agencies – Fitch and S&P - will follow-up in a 
hurry, based on their cautious rhetoric," she 
said, noting their concerns on "weak" state and 

central government finances. 
Jaitley said the government will stick to the path 
of fiscal consolidation. It has targeted keeping 
the fiscal deficit to 3.2 percent of gross domestic 
product for the year ending in March 2018 and 
to reach 3 percent in 2018/19.  
"We will maintain the fiscal discipline," he said, 

expressing confidence existing policies will let 
India "glide" to a stronger financial position. 
Moody's separately raised the ratings of top 
Indian lender State Bank of India, HDFC Bank as 
well as state-run energy firms, NTPC, NHPC, 

GAIL India Limited and the National Highways 

Authority of India, potentially lowering their 

borrowing costs.  
MARKETS SURGE 
At 0800 GMT, the benchmark 10-year bond yield 
was down 9 basis points at 6.97 percent, the 
rupee was trading stronger at 64.91 per dollar 
versus the previous close of 65.3250, while the 

NSE share index was 1 percent higher. 
But debt traders said the rally was unlikely to 
last beyond a few days, as the coming heavy 
bond supply and hawkish inflation outlook were 
unlikely to change soon.  
"Who has the guts to continue buying in this 

market?" said a bond trader at a private bank.  
Moody's said the recently-introduced goods and 
services tax (GST), a landmark reform that 

turned India's 29 states into a single customs 
union for the first time, will boost productivity by 
removing barriers to inter-state trade. 
"In the meantime, while India's high debt 
burden remains a constraint on the country's 

credit profile, Moody's believes that the 
reforms put in place have reduced the risk of 
a sharp increase in debt, even in potential 
downside scenarios," the ratings agency said. 

Still, some market participants questioned the 
timing of the move. 
"The timing is little dicey for the upgrade given 
that there are lot of concerns over the 

government's fiscal discipline," said a foreign 
bank dealer. 

Moody's said it expects India's real GDP growth 
to moderate to 6.7 percent in the fiscal year 
ending in March 2018 from 7.1 percent a year 
earlier. 
The agency also raised India's local currency 

senior unsecured debt rating to Baa2 from Baa3 
and its short-term local currency rating to P-2 
from P-3. 
Moody's noted that while a number of key 
reforms remain at the design phase, it believes 
those already implemented will advance the 
government's objective of improving the 

business climate, enhancing productivity and 
stimulating investment. 
"Longer term, India's growth potential is 

significantly higher than most other Baa-rated 
sovereigns," said Moody's. 
 
(Additional reporting by Akshay Lodaya in 
BENGALURU, Abhirup Roy, Swati Bhat and Euan Rocha 
in MUMBAI and Manoj Kumar, Aditya Kalra and Neha 
Dasgupta in NEW DELHI; Writing by Euan Rocha and 
Sanjeev Miglani; Editing by Richard Borsuk) 
(( euan.rocha@tr.com ; +91 22 6180 7257; Reuters 
Messaging: euan.rocha.reuters.com@reuters.net )) 
 
 

Moody’s upgrade boosts Indian bonds  

17-Nov-2017  
•Bonds: Surprise move comes at ideal time 
for state-owned companies planning offshore 

bonds 

By Krishna Merchant 
SINGAPORE, Nov 17 (IFR) - Moody's surprise 

upgrade of India's sovereign rating sent credit 
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spreads tighter on Friday, brightening the 
outlook for public sector companies preparing 

to sell dollar bonds. 

The rating agency lifted India’s local and foreign 
currency debt ratings to Baa2 (stable) from 
Baa3 (positive), citing continued progress on 
economic and institutional reforms.  
This is Moody's first upgrade of India since 
January 2004 and gives the country its highest 

credit rating since 1990. 
While the government does not have US dollar 
bonds outstanding, the yield on India's 10-
year onshore government security (G-Sec) 
rallied 10bp to 6.96% in morning trading 
following Moody's announcement.  

Offshore bonds from government-linked issuers 
also tightened sharply. Export-Import Bank of 
India's US$1bn 2026 bonds tightened 10bp to 

Treasuries plus 126bp, according to Tradeweb, 
in a broadly stronger credit market. 
"The Moody's upgrade for foreign currency 
issuer ratings to Baa2 from Baa3 should be 
positive for PSUs [public sector undertakings],” 
said Avinash Thakur, head of Asia Pacific debt 
origination and managing director at Barclays. 

“Indian issuers are no longer on the cusp of 
investment grade."  
DEALS PENDING 
Several public sector companies have lined up 
offshore bond offerings in the past two weeks 
and stand to benefit from tighter credit 
spreads. 

Indian Railway Finance Corp has mandated 

Barclays, HSBC, MUFG and Standard Chartered 
for a potential US$300m 10-year bond.  
National Highways Authority of India, the agency 
responsible for managing the country’s highway 
network, has mandated Axis Bank, Barclays and 
Standard Chartered as arrangers for a Rs250bn 
(US$3.8bn) offshore MTN programme.  

NHAI is eyeing Rs30bn–Rs50bn from Masala 
notes and the deal might happen in the next 
couple of weeks. IRFC and NHAI were among 13 
state-owned companies to be upgraded to Baa2 
in line with the sovereign on Friday. 
Power Finance Corporation has mandated 

Barclays, SBI Caps and Standard Chartered for a 

potential US dollar bond offering in the range of 
US$300m–$500m for a tenor of five to 10 years.  
The three companies have yet to officially 
announce the mandates, and the final line-up 
may change.  
Indian public sector companies are looking at 

dollar bonds because the spreads are 
comparable to those for loans.  

"The bond market supports a longer tenor of 10 
years. Earlier, PSUs were borrowing at a spread 
of low 100s plus Libor since the dollar bond 
spreads were wider. Now they are almost at 
par," said Thakur at Barclays.  
In addition, rates are beginning to rise onshore, 

making dollar funding more attractive. 

Moody's upgrade comes on the back of series of 
government reforms in the past two years, such 
as demonetisation, the introduction of a goods 
and services tax, a new insolvency and 
bankruptcy code, and the recent bank 

recapitalisation plan. The rating agency said that 

progress on reforms would boost growth and 

contribute to a decline in the government's debt 
burden over time. 
However, some portfolio managers and analysts 
were still cautious.  
“While the timing of the upgrade came as a 
positive surprise and has resulted in some knee-

jerk tightening, we view valuations of Indian 
credit, both financials and corporates, as already 
quite expensive and would not chase on the 
back of the upgrade,” said Nomura analysts in a 
note on Friday. 
 
(Reporting by Krishna Merchant; Editing by Daniel 
Stanton) 
(( Krishna.Merchant@thomsonreuters.com ; +65 
64174544; )) 
 
 

Indonesia 

Indonesia raises 19.4 trln rupiah in 

bond auction, above target  

14-Nov-2017  
JAKARTA, Nov 14 (Reuters) - Indonesia's 

government raised 19.4 trillion rupiah ($1.43 
billion) in a bond auction on Tuesday, higher 
than an indicative target of 15 trillion rupiah, 
the finance ministry said in a statement. 

The ministry sold T-bills maturing in February 

2018 with a weighted average yield of 4.82692 
percent, up from 4.79959 percent at the last 
auction on Oct. 31. T-bills maturing in November 
2018 had a weighted average yield of 5.25300 
percent. 
Bonds maturing in May 2022 were sold with a 
weighted average yield of 6.29157 percent, 

lower than 6.41286 percent in the previous 
auction. 
Those maturing in May 2027 have a weighted 
average yield of 6.61934 percent, down from 
6.77151 percent at the last auction. 
The weighted average yield for bonds maturing 

in August 2038 was 7.26298 percent. 
The total incoming bids reached 38.92 trillion 

rupiah on Tuesday's auction, compared with 
41.48 trillion bids in the previous auction. 
The highest bid-to-cover ratio was 3.49 for the 
bonds maturing in May 2022.  
 
($1 = 13,548 rupiah) 
(Reporting by Nilufar Rizki; Editing by Subhranshu 
Sahu) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Lebanon 

Lebanese Finance Ministry to issue 

$1.7 bn eurobonds in debt swap with 

central bank  

13-Nov-2017  
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BEIRUT, Nov 13 (Reuters) - Lebanon's Ministry 

of Finance is to issue $1.7 billion in eurobonds 
to the central bank in exchange for an 
equivalent amount of T-bills, two ministry 
officials told Reuters on Monday. 

The officials said the transaction had been 
planned before Lebanon entered a political crisis 
on Nov. 4 when Saad al-Hariri offered his 
resignation as prime minister in a broadcast 

from Saudi Arabia. 
The first official said the transaction had been 
temporarily postponed while authorities 
monitored the situation but would now go 
ahead.  
He said Lebanon's central bank had agreed to 
take the eurobonds at yield levels that existed 
before Hariri resigned. 

He said the fact that they were being issued 
now showed the ministry was confident there 
was support in the international and local 
markets. 

He said the Ministry of Finance aimed to issue 
bonds at good rates and lower the average cost 
of debt, and the central bank aimed to get paper 
it could use for its monetary policy.  
The second official said the operation was a 

standard procedure. 
The ministry will likely issue the $1.7 billion in 
two series, the official added.  
 
(Reporting by Lisa Barrington; Editing by Kevin Liffey) 
(( lisa.barrington@thomsonreuters.com ; +961)(0)( 
1954456; )) 
 
 

Malaysia 

Sukuk issuance in Malaysia up 20.6% 

YTD 

16-Nov-2017  

SINGAPORE, Nov 16 (IFR) - Islamic bond 

issues in Malaysia are up 20.6% year to date 
to some M$139bn (US$33.7bn) and more 
sukuk could be in the pipeline before the end 
of the year, according to RAM Rating. 

The Malaysian rating agency said total volume, 

including government Islamic bonds, was more 
than its full-year projection of M$100bn-$120bn. 

Bank Negara Malaysia kept its benchmark policy 
rate at 3% in its November 9 meeting but is 
expected to tighten policy next year. This is 
expected to encourage more bond issuers to 
lock in current rates before the policy rates rise. 
RAM attributed the growth in sukuk issuance this 
year to a 32.2% surge in quasi-government 

bonds, which reached M$38.2bn. The 
government's sukuk issuance rose 17.7% to 
M$46.5bn and corporate issuance expanded 
17.7% to M$54bn. 
Thomson Reuters data show that some 
M$85.2bn of corporate bonds, comprising 

conventional and Islamic bonds from quasi-
governmental and non-governmental 
companies, were issued so far this year, an 
increase of around 25% from last year. 
Global sukuk issuance is projected to amount to 

US$85bn-$90bn, led mainly by Islamic bond 

sales from the Gulf Cooperation Council, said 

RAM. 
 
(Reporting by Kit Yin Boey; Editing by Vincent Baby) 
((kityin.boey@thomsonreuters.com 
 
 

Mongolia 

Fitch Revises Outlook on Mongolia to 

Positive; Affirms at 'B-'  

17-Nov-2017  
HONG KONG, November 17 (Fitch) Fitch 

Ratings has revised the Outlook on Mongolia's 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR) to Positive from Stable and 
affirmed the IDR at 'B-'. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The revision of the Outlook to Positive reflects 

the following key rating drivers: 
The fiscal outlook has improved considerably. 
Fitch forecasts the general government deficit 
to decline to 7.3% of GDP in 2017, above the 
'B' median of 4.2%, but down from a peak of 
15.9% in 2016 due to strong revenue growth 

and capital expenditure cuts. The 2018 budget 
incorporates recently approved revenue-
enhancing measures and only modest 

expenditure increases, which Fitch believes is 
consistent with a further narrowing of the 
budget deficit to 6.5% of GDP next year. 
Continued adherence to fiscal targets and 
reforms aimed at curtailing off-budget 
expenditure and introducing greater 
independence to the budgeting process should 

lay a path towards a more robust and credible 
fiscal framework over time, but is still in a 
nascent development stage. 
Gross general government debt (GGGD) is on 
a downwards trajectory. Fitch forecasts GGGD 
to decline to 87.5% of GDP in 2017, having 
peaked at 91.4% in 2016 as a result of the 
high budget deficit and a substantial 
revaluation of foreign-currency borrowings 

associated with a 20% depreciation of the 

tugrik. The agency's baseline forecasts suggest 
GGGD will decline to below 80% of GDP by end-
2020, assuming a gradual decline in the primary 
deficit to 1.5%, average nominal GDP growth of 
11.5%, and a broadly stable tugrik. Despite the 
expected improvement in public debt dynamics, 

GGGD/GDP will remain substantially above the 
'B' category peer median of 58.5% for the 
foreseeable future, weighing on the sovereign 
ratings. 
Refinancing risks have receded. 
Implementation of an IMF-led financing and 
structural reform programme following board 
approval in May 2017 is expected to unlock up 
to USD3.5 billion in new funding from 

multilateral and bilateral creditors over the 

coming years. This in turn has bolstered 
investor confidence and facilitated the recent 

mailto:kityin.boey@thomsonreuters.com
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issuance of an USD800 million sovereign bond, 

which will refinance notes previously due in 

2018. The authorities also successfully issued a 
USD600 million bond in early 2017 to fund an 
exchange offer for government-guaranteed 
notes, following announcements that an IMF 
programme was under consideration. Viewed 
together, recent capital markets exercises have 

alleviated any lingering near-term external 
refinancing risks, having extended the 
sovereign's nearest external bond maturity until 
after 2020. 
Prime Minister Khurelsukh took office in 
October 2017, following the ousting of the 
former prime minister and cabinet in a no-
confidence vote in September. This political 

disruption led to a temporary postponement 
of the IMF's board meeting to discuss the first 
review of Mongolia's Extended Fund Facility, 
but this is now back on track, with the Fund 
having reached staff-level agreement on the 
first and second reviews in late-October. 

The economy is recovering. Real GDP rose by 
5.8% in 9M17, up from 1.2% in 2016, due to a 
surge in investment tied to the underground 

development of the Oyu Tolgoi copper mine and 
a rebound in exports and private consumption. 
Fitch forecasts real GDP to rise by 4.5% in 2018, 
from 4.2% in 2017, bringing Mongolia's growth 
performance broadly in line with the 'B' median 
of 4.6%. The ongoing customs bottleneck at the 
Mongolia-China border has triggered a sharp 

deceleration in coal export volumes since July 
2017, from record highs in 1H17. This 
introduces both downside and upside risk to our 
forecasts, but is unlikely to derail the recovery 
given that coal export volumes remain well 
above their 2015-16 monthly average even at 
reduced throughput levels, and other key 

exports, such as copper, are only modestly 
impacted. 
Mongolia's 'B-' Foreign-Currency IDR also 
reflects the following key rating drivers: 
External finances remain weak despite recent 
improvements. Foreign reserves reached USD2.0 

billion in November 2017, up from 1.3 billion at 
end-2016, supported by acceleration in FDI tied 

to large mining projects and other inflows. Fitch 
forecasts foreign reserve coverage will rise to 
3.0x current external payments (CXR) by end-
2017, up from 2.3x a year prior, but remain well 
below the 'B' category median of 3.8x. External 

interest service ratios are exceptionally high at 
an estimated 14.3% of CXR versus the 'B' 
category median of 3.5%, reflective of 
Mongolia's heavy reliance on external debt 
capital markets, although this reliance should 
moderate as multilateral and bilateral funding 
inflows increase. The country's high commodity 

export dependence (76% of CXR) and export 
concentration to China (75% of exports) also 

leave it vulnerable to external shocks, and 
constrain the ratings. 
Mongolia's recent history of sporadic leadership 
changes increases the potential for political 

shocks and sharp reversals in policy, but Fitch 
believes these risks are somewhat muted by the 

Mongolian People's Party overwhelming 

parliamentary majority ahead of elections in 

mid-2020. The more immediate risk, in the 
agency's view, is that stronger macro 
performance and the resurgence in external 
inflows dilute the authorities' drive and 
commitment to adhere to IMF reform targets. 
Overall capital adequacy of the Mongolian 

banking system should become clearer as a 
result of an ongoing asset-quality review being 
conducted as part of the IMF programme. Bank 
of Mongolia will start its supervisory review in 
December by applying its own two-year stress 
testing on individual banks and engaging with 

them to identify and rectify any potential capital 
shortfalls. The IMF has estimated bank capital 
needs could amount to 7% of GDP (15% of 

system-wide loans), from which up to 3.5% of 
GDP has been earmarked from public funds as a 
contingency. While the deployment of public 

funds for banking-sector recapitalisation 
would be a potential set-back to recent fiscal 

improvements, Fitch does not believe the 
estimated amount would pose a material 
funding constraint to the sovereign, nor is it 
sufficient in size to offset other positive 
developments across Mongolia's sovereign 
credit profile. 

Structural factors such as GDP per capita, 
governance indicators, and doing business 
rankings score above 'B' category peers and 

provide continued support to the rating. 

Mongolia's small population of roughly 3 million 
also suggests per capita incomes have the 
potential to rise dramatically over the longer 
term if the country can successfully harness its 
general natural resources endowments through 
strategic projects such as Oyu Tolgoi and Tavan 

Tolgoi, and deliver them more reliably via 
planned rail and other infrastructure connectivity 
enhancements. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Mongolia a score 
equivalent to a rating of 'B' on the Long-Term 

Foreign-Currency IDR scale. 
Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 
•External Finances: -1 notch, to reflect repeated 

bouts of external financing stress. 
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 Long-Term Foreign-
Currency IDR. Fitch's QO is a forward-looking 

qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 

are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could lead to positive 

rating action, individually or collectively, are: 
•Continued implementation of credible and 
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coherent macroeconomic policy-making that 

improves Mongolia's basic economic stability. 

•A track record of meeting stated fiscal targets, 
contributing to an improved outlook for 
government debt ratios. 
•Evidence of substantial improvement in the 
country's external liquidity position, for example 
through a build-up of foreign reserves. 

The main factors that could lead to negative 
action, individually or collectively, are: 
•Failure to remain current on IMF programme 
guidelines, which could heighten external 
financing risks. 
•Emergence of systemic financial stress. 

•Failure to maintain the GGGD/GDP ratio on a 
downward trajectory. 
KEY ASSUMPTIONS 

•IMF staff-level agreement on the first and 
second reviews receives board approval. 
•Customs bottleneck at Mongolia-China border 
does not deteriorate any further. 

The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'B-
'; Outlook Revised to Positive from Stable 
Long-Term Local-Currency IDR affirmed at 'B-'; 
Outlook Revised to Positive from Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 

Country Ceiling affirmed at 'B-' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'B-' 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Philippines 

Philippines eyes at least $590 mln from 

retail bond sale  

16-Nov-2017  
MANILA, Nov 16 (Reuters) - The Philippines 

said it plans to issue at least 30 billion pesos 
($590 million) worth of five-year fixed rate 
Retail Treasury Bonds (RTB). 

An auction for the minimum offer has been set 
for Nov. 20, with the offer period running from 
Nov. 20 to Nov. 29. Issue date is Dec. 4, the 

Bureau of the Treasury said on Thursday.  
The government last issued RTBs in April this 
year, raising more than 180 billion pesos amid 
strong demand from small investors looking for 
safe investment options. 
 
($1 = 50.8950 Philippine pesos) 
(Reporting by Enrico dela Cruz; Editing by Eric Meijer) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 

Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
 

 

Sri Lanka 

Sri Lankan rupee steady; mkt awaits 

clarity on some budget policies  

13-Nov-2017  
COLOMBO, Nov 13 (Reuters) - The Sri Lankan 

rupee closed little changed on Monday as 
dollar conversions by exporters were offset by 
importer demand for the U.S. currency and 
investors waited for more clarity on some 
budget policies announced last week, dealers 
said.  

The government imposed new taxes on motor 

vehicles, telecoms, banks and liquor in a bid to 
boost revenues, in its 2018 budget outlined on 

Thursday, as the budget deficit for the current 
year slipped to 5.2 percent of GDP. 
The spot rupee closed at 153.57/65 per dollar, 
compared with Friday's close of 153.55/60. 
"Market is waiting for clarity on some budget 

policies," a currency dealer said asking not to be 
named. 
"The profitability of banks is going to come down 
with the proposed tax on bank transaction. Then 
there is uncertainty over vehicle taxes. Anyway 
vehicles will not move until December. Until then 

we will see dollar demand due to general 
imports." 
Finance Minister Mangala Samaraweera 
announced on Wednesday tax concessions worth 

a monthly 1.5 billion rupees.  
The rupee has slipped 2.7 percent so far this 
year. 

Foreign investors had invested a net 18.7 billion 
rupees ($121.74 million) in equities this year as 
of Monday's close, and 44.3 billion rupees in 
government securities as of Nov. 8, official data 
showed. 
 
($1 = 153.6000 Sri Lankan rupees) 
(Reporting by Shihar Aneez; Editing by Subhranshu 

Sahu) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
 
 

Fitch: Sri Lanka Budget Keeps to IMF 

Plan But Fiscals Still Weak  

14-Nov-2017  

HONG KONG/SINGAPORE, November 14 (Fitch) 
Sri Lanka's budget for 2018 sticks broadly to 
the targets for fiscal deficit reduction under 
its three-year IMF programme, which began in 

June 2016. However, high government debt and 
the large cost of debt servicing weigh heavily on 
Sri Lanka's credit profile and will require 
sustained fiscal consolidation over the long term, 

says Fitch Ratings. 
The recently announced budget targets a fiscal 
deficit of 4.8% of GDP in 2018, which is only 
slightly above the 4.7% target agreed with the 
IMF and continues the consolidation that began 

http://www.fitchratings.com/
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in 2016. Floods and drought weighed on the 

economy and public finances during 2017, and 

contributed to the government missing its initial 
2017 fiscal deficit target of 4.6% of GDP. 
Nevertheless, the authorities still expect the 
2017 deficit outturn to fall to 5.2% of GDP, from 
5.4% in 2016. Consolidation in 2017 has been 
driven by measures to boost tax revenue, 

including a hike in the value-added tax (VAT) to 
15% in November 2016 from 11%. 
The government expects revenue to rise 
strongly again in 2018, to 15.7% of GDP, from 
14.7% in 2017. Revenue should be supported 
by an Inland Revenue Act passed in 
September 2016, provided implementation is 
effective. The act, which will come into effect 
from 1 April 2018, aims to simplify the tax 

laws and improve the efficiency of the system. 

Despite these positive reforms, we see downside 
risks to the government's revenue projections, 
given that they are based on a GDP growth 
assumption of 5%-6% for next year, compared 
with our own of 4.5%. 
On the expenditure side, the government 
expects public investment spending to rise by 

20% in 2018, while recurring spending is 
forecast to decline. Interest payments are 
expected to account for more than one-third of 
total revenue, which is a key weakness in the 
fiscal profile. 
Addressing long-standing weaknesses in Sri 

Lanka's public finances will require an extended 

commitment to consolidation from the 
authorities. In particular, we highlighted the 
importance of a stabilisation of government debt 
ratios when we affirmed Sri Lanka's rating at 
'B+' with a Stable Outlook in February 2017. 
The government debt/GDP ratio rose to 

79.3% of GDP in 2016 - well above the 60.9% 
median for sovereigns rated 'B' or lower - and 
we estimate that it will increase again in 
2017. Our baseline projection is still that 
government debt ratios will stabilise within 
the next couple of years, but these forecasts 
are vulnerable to fiscal slippage or an 

economic downturn. Exchange rate 
depreciation could also push up the local-

currency value of government debt, given 

around 40% of the total was denominated in 
foreign currency at end-2016, according to Fitch 
estimates. 
Sri Lanka's external position was the other factor 
that led the government into an IMF 
programme. Foreign-exchange reserves rose to 
USD7.5 billion at end-October, from USD 6.1 

billion at end-2016, and we estimate reserves 
could be sufficient to cover 3.3 months of 
current account payment by end-2017. 
However, the external liquidity ratio, at 65.6%, 
is still well below the 'B' median of 134.2%, 
according to our estimates. Sri Lanka faces a 

challenging external debt service schedule in the 

near term, with very large external debt 
maturities coming up over 2019-22. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 

wailun.wan@fitchratings.com. 
The original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
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Albania 

Governor Sejko presents BoA’s opinion 

on 2018 draft budget to the 

Parliamentary Committee on Economy 

and Finance  

15-Nov-2017  

Publication Date 15.11.2017  
First, I would like to thank you for the 
invitation and opportunity to present to this 
Committee the opinion of the Bank of Albania 
on the 2018 draft budget.  

The budget is the main instrument for the 
implementation of the fiscal policy. On the one 
hand, it programmes and realises the direct 
intervention of the state in economy. On the 
other hand, tax legislation that accompanies the 
budget determines the fiscal stimuli that affect 
the decisions of the private sector for 

consumption and investments. Both aspects 
affect domestic demand, the economic growth, 
the expansion of employment, and the 

improvement of welfare.  
In this light, it is natural for this important 
project to be consulted with experts and groups 
of interest. The broad-based consultation should 

aim at producing a qualitative action plan, to 
determine the optimal use of limited financial 
resources, in view of the objectives for the long-
term development of the country.  
Let me now introduce the opinion of the Bank of 
Albania on this draft budget. Conform to the 

legal mandate; I will focus on those issues which 
are within the scope and activity of the Bank of 
Albania. In more concrete terms, my comments 
will be summarised in the following fields:  

i Trend and impact of fiscal policy on the 
economy;  
ii Long-term sustainability of public finances;  

iii Public borrowing and its impact on the 
domestic financial markets; and;  
iv Enhancing the effectiveness and sustainability 
of public finances.  
First, I will summarise our vision on the 
development perspectives for Albania and the 
contribution that we, as policymakers, could 

provide in this regard.  
1. Fiscal policy and 2018 draft budget  
As we have emphasized in our public 
statements, the Bank of Albania finds that the 
Albanian economy is on a positive growth trend. 

Economic activity at home is growing, financial 

balance sheets of both private and public sectors 
are improving, domestic and external balances 
are becoming healthier, while private agents' 
confidence is being consolidated.  
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The improvement in the external environment 

favoured this performance, which in turn first 

reflects a proper domestic policy mix.  
- The accommodative monetary policy has 
aimed and succeeded to ensure a liquid financial 
environment, with low interest rates and 
improved financial conditions.  
- The fiscal consolidation has reduced risk 

premia in financial markets, has provided the 
pass through of our monetary policy into these 
markets, and has increased the space for credit 
to the private sector.  
- The macro-prudential policy has safeguarded 
the financial stability, while the banking sector 

regulation and supervision have contributed to 
the normal functioning of this sector, as the 
main instrument for holding public savings and 

financing the economy.  
Our analyses suggest that the outlook remains 
positive, but it should continue to be supported 
by prudent economic policies.  
In this context, the Bank of Albania concludes 
that by targeting a positive primary balance 
and aiming the further reduction of public 
debt, the draft budget 2018 continues on the 

fiscal consolidation path. The Bank of Albania 
deems that this draft budget: maintains 
unchanged the economic policies mix that has 
sustained the development of Albania, which (i) 
helps to further strengthen the macroeconomic 

equilibriums; (ii) increases the investors' 
confidence in the Albanian economy, and; (iii) 

sends the appropriate signals to the financial 
markets and credit rating agencies.  
In greater details:  
- The primary balance of 2018 is projected to 

be positive, at 0.6% of GDP, and the public 
debt to GDP ratio is expected to reduce by 2.5 

percentage points. The Bank of Albania deems 
that the 2018 draft budget strengthens the 
consolidating trend of the fiscal policy and 
ensures that the monetary stimulus will continue 
to be transmitted to the economy.  
- Projections of fiscal income appear to be 

prudent, although the estimates appear slightly 
optimistic. These projections are based on an 
acceptable macroeconomic framework, while 

both public expenditure and tax policies appear 
to be consistent with the expected economic 
developments.  

- Composition of public expenditure appears 
more supportive for the country's development. 
Capital expenditures are expected to grow faster 
than current expenditure over 2018, to 5.2% of 
GDP. Our research suggests that capital 
expenditures have relatively greater and more 
sustainable effect on economic growth, than 

current expenditures.  
- The 2018 draft budget envisages the growth of 
tax revenues, mainly in line with the 
improvement of the economic activity, as well 

as, in part, from the increasing formalisation of 
the economy. The Bank of Albania welcomes the 
continuation of this initiative, deeming that the 

long-term benefits from the increase of 
competition and transparency in the economy, 
surpasses the short-term costs of the reform. 

With regard to this initiative, the Bank of Albania 

has already instructed the commercial banks, 

starting from year 2018, to base the borrowers' 
financial analyses on certified balance sheets, 
providing thus another incentive for the 
formalisation and increasing the costs of 
informal activity.  
- Finally, the estimated fiscal effect from 

amendments to the tax and customs legislation 
appears to be low. Based on these assessments, 
the expected impact of fiscal measures on 
inflation is expected to be relatively low and 
transitional.  
Following, I will focus on the issues regarding 

the long-term soundness of public finances.  
2. Sustainability of public finances  
The long-term sustainability of public finances is 

a pre-condition for the overall economic and 
economic stability of Albania.  
The Bank of Albania finds that the 2018 draft 
budget meets the requirements stipulated in the 

Organic Budget Law. The continuous 
implementation of the criteria set out in this Law 
helps to discipline the compilation and 
implementation of fiscal policies, to increase 
their consistency in years and to strengthen 
private finances in the long term. Also, it 
reduces the risk premia and improves the 

investments' climate.  
In the light of strengthening the public finances, 
the 2018 draft budget places a limit on the total 
value of the projects contracted under the 

Public-Private Partnership (PPP) programme, at 
40.1% of GDP. The Bank of Albania judges the 

placement of this limit is a positive development, 
as it helps to prevent the unplanned expansion 
of public liabilities.  
Now, I would like to share with you our 
assessment on the expected impact of the draft 
budget on financial markets.  
3. Public borrowing and its impact on the 

domestic financial markets  
The level of public debt and its financing 
structure have a direct and mutual connection 
to the development and soundness of the 

domestic financial system. We deem that 

maintaining financial markets' confidence should 
be one of the primary objectives of our fiscal 
policy, because - in the long term - it determines 

not only the public debt cost, but also the 
financing cost and the private sector's access to 
credit to the private sector.  
The Bank of Albania considers that the budget 
deficit for 2018 is programmed to be financed 
entirely through domestic borrowing. Related to 
the relevant impact on the domestic financial 

markets, the Bank of Albania notes that:  
- Our financial market is characterised by a good 
liquidity situation and by low interest rates. 
These trends are expected to continue during 
2018, thus providing adequate conditions to 

accommodate the planned borrowing. In 

principle, due to the risk arising from the 
fluctuations in the exchange rate and in foreign 
investors' appetite against sovereign debt in 
emerging economies, the Bank of Albania 
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suggests to continue addressing foreign 

commercial borrowing, as the last-resort 

alternative in the list of options for financing the 
budget deficit.  
- Financial market remains sensitive to the 
fluctuations in the financing of budget deficit 
during the year. Therefore, the Bank of Albania 
suggests:  

- Continuous monitoring of the financial market 
and enhancing the efforts to reduce liquidity 
fluctuations arising from public sector activity.  
- Acceleration of efforts for the development of 
securities secondary market, which would 
reduce risks for the accommodation of the 

domestic borrowing. The well-functioning of this 
market will help expand the investors' base, 
grow liquidity of Government's debt instruments 

and reduce debt costs.  
The draft budget includes - for the first time - 
the legal provisions for the transfer of funds 
created from foreign borrowing, from a fiscal 

year to next one. This novelty allows for a better 
allocation of the use of funds obtained from 
foreign borrowing, and enables the pre-financing 
of payments due for contractual obligations in 
the form of foreign debt. Overall, this provision 
helps to reduce fiscal vulnerabilities, when 
foreign borrowing and transfers are made in 

compliance with the repayment schedule of 
foreign debt. Also, it helps reduce refinancing 
risk, and potentially, lowering the cost of 
financing from foreign markets. However, the 

Bank of Albania suggests: (i) to consult it in 
advance on the foreign borrowing plans; and (ii) 

to show prudence and place quantitative 
limitation on this transfer's size, in years.  
Honourable Members of the Committee,  
Allow me, in conclusion, to present some 
suggestions and recommendations of the Bank 
of Albania for enhancing the effectiveness and 
sustainability of public finances.  

4. Some suggestions on enhancing the 
effectiveness and sustainability of public finances  
On deficits in health and social insurance 
schemes  
Deficits in pension and social insurance schemes 

remain a heavy burden to the budget. The 
deficit of these schemes is around 2.5 times 

higher than the total value of budget deficit. This 
phenomenon should be continuously monitored. 
Its medium and long-term implications should 
be assessed seriously - and if necessary - 
corrective measures should be taken. In 
particular, the Bank of Albania thinks that the 

establishment of private pension schemes should 
be promoted more strongly; they facilitate the 
burden on public finances and provide further 
breath to the development of financial markets.  
On Public-Private Partnerships  
The 2018 draft budget considers the risks arising 
from the expansion of public-private partnership 

(PPP) projects, by establishing a limit on the 
total value of these projects and detailing in 
advance the list of new PPPs over the year. 
Nevertheless, the Bank of Albania suggests 
considering the possibility to include an overall 

upper limit on the PPPs total value in the 

Organic Budget Law. This option would 

discipline, in long term, the total contracted 
volume of these projects and will be in line with 
the provisions of this Law on the maximum limit 
that the servicing of these schemes shares in the 
budget expenditure of the year.  
Also, the other concern about these projects 

relates to the potential liabilities that they may 
the budget may incur. In this aspect, we 
emphasise the need for: (i) the continuous 
improvement of professional capacities of units 
that manage the assessment, the contracting 
and monitoring of these projects, in particular 

regarding their financial and legal aspects; and 
(ii) the implementation of best standards in 
accounting their impact on budget indicators.  

On the financing structure of the budget  
The concentration of public debt in the 
domestic market and the focus on local 
currency was a strong element in the 
financing structure of the Albanian public 
debt. This element has maintained the 

refinancing risk relatively low and has 
reduced the fluctuations in the size and cost 
of debt servicing, arising from exchange rate 
volatility. The Bank of Albania deems that this 
element of the structure should be maintained 
in the future.  

Lastly, I would like to mention two long-standing 
concerns of the Bank of Albania.  
On compliance with the projected level of the 

budget deficit over 2018  
While the macro framework and fiscal 
projections of the 2018 draft budget, overall, 
appears to be prudential, the Bank of Albania 
draws the attention to the fact that maintaining 
the budget deficit should be set out as a non-
negotiable objective. In terms of fiscal prudence, 

it means that the budget should include, either 
implicitly or explicitly, contingency plans to cope 
with possible situations, when the deficit risks go 
above the limit.  
On the effectiveness of public finances  
It would be appropriate at this point to reiterate 
the appeal for a uniform allocation of budget 

expenses throughout the year, which would 

reduce unnecessary fluctuations in financial 
markets and increase the effectiveness of the 
fiscal policy.  
 
Distributed by Public, unedited and unaltered, on 15 
November 2017 15:46:41 UTC.  
Original document 
https://www.bankofalbania.org/web/PRESS_RELEASE_
7897_2.php?kc=0,41,8,0,0  
Public permalink 
http://www.publicnow.com/view/098B77A5D8E2D0F8

598C8AEC225AF2D4D2FBD602  
(C) Copyright 2017 - Bank of Albania 
 
 

Bosnia 

Bosnia's Federation sells 10.2 mln euro 

of 9-mo T-bills, yield drops  

14-Nov-2017  
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SARAJEVO (Bosnia and Herzegovina), November 

14 (SeeNews) – Bosnia's Federation sold out 

its entire offering of 20 million marka ($12.0 
million/10.2 million euro) worth of nine-
month Treasury bills in Tuesday's auction on 
the Sarajevo Stock Exchange, the entity 
finance ministry said. 

The bonds were sold at an average weighted 
price equal to 99.9927% of par, the Federation 
finance ministry said in a press release. The 

weighted average yield was 0.0098%, down 
from 0.05% achieved at the last nine-month T-
bill auction held in October. 
The issue was heavily oversubscribed, with the 
value of received bids totalling 78.5 million 
marka. 
The Federation is one of two autonomous 

entities forming Bosnia and Herzegovina. The 
other one is the Serb Republic. 
 
(1 euro=1.95583 Bosnian marka) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bulgaria 

Bulgarian growth is not creating 

imbalances  

16-Nov-2017  
By Tsvetelia Tsolova 

SOFIA, Nov 16 (Reuters) - Bulgaria's economy 

is growing in line with its central and eastern 
European peers and there are no signs of 
imbalances developing, the lead regional 
analyst for credit rating agency Standard & 
Poor's said. 

Karen Vartapetov also said any admission to the 
euro zone's exchange rate mechanism, a 

precursor to joining the single currency, would 
trigger a ratings upgrade. 
S&P upgraded Bulgaria's outlook to positive in 
June, saying there was one-in-three chance it 
would lift its sovereign ratings in the next year if 
strong growth persists and Sofia acts to further 
reduce non-performing loans at banks.  

It assigns the European Union country a BB+ 

rating, one notch below investment grade and 
lower than rival agencies Moody's and Fitch. A 
rating update is due on Dec. 1.  
"Bulgaria is in line with the general trend 
which is that of ... extremely strong cyclical 
recovery in the region," S&P's Vartapetov said 
late on Wednesday. 

"In the Bulgarian case, this growth is not 
generating imbalances like for example current 
account deficits or a real estate bubble. This is 
how Bulgaria is different." 
Vartapetov said the challenges to the Balkan 
country's small and open economy are longer-
term, linked to raising low wealth levels and 

improving effectiveness of its institutions.  

Bulgaria's financial system has steadied since its 
fourth-largest lender collapsed in 2014, with 
non-performing loans falling to 11.4 percent of 
the total at the end of September from 13.2 
percent at the end of 2016, central bank data 

shows. Bulgaria's central bank has pledged to 

enforce further steps to reduce bad loans.  

Bulgaria's economy grew 3.9 percent in the third 
quarter from a year before, putting it among the 
EU's five fastest-growing, and is expected to 
expand by 4 percent in 2017 and nearly that 
through to 2020. 
The government aims to end the year with a 

balanced budget and run a small fiscal deficit in 
2018.  
"What Bulgaria is doing is very much like what 
the textbooks actually say. And this is not what 
we see in other countries where the fiscal 
policies in CEE are very pro-cyclical, Vartapetov 

said, citing Romania, Hungary and Poland. 
"The key issue for Bulgaria would be to use 
that cyclical improvement basically to deal 
with the longer-term constraints." 

The strong economy has encouraged Bulgaria to 
step up its efforts to adopt the euro and it hopes 
for a clear signal by year-end whether it can 
formally apply to join the euro zone.  

Admission to the ERM-2, the two-year waiting 
room for euro membership, would trigger an 
upgrade by S&P, Vartapetov said. 
Sceptics say the EU's poorest state and most 
corrupt country -- according to Transparency 
International -- will need more reforms before it 
can adopt the bloc's single currency.  

 
(Editing by Catherine Evans) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
 
 

Croatia 

Croatia plans to sell 1.3 bln HRK worth 

of bills next week  

16-Nov-2017  
ZAGREB, Nov 16 (Reuters) - Croatia will seek 

to sell 1.3 billion kuna ($202.21 million) 
worth of treasury bills at an auction next 
week, the Finance Ministry said on Thursday. 

On Nov. 21, the ministry will sell only one-year 
bills denominated in the national kuna currency.  

It also launched an international bond worth 
1.275 billion euros ($1.50 billion) on Thursday 
which matures in January 2030. 
The bond has a coupon of 2.75 percent, while its 
yield has amounted to 2.953 percent. The 

proceeds will be used to refinance a debt held by 
the state-owned road management companies. 
Later this month Croatia has to refinance a local 
bond worth 4.0 billion kuna which matures on 
Nov. 25. 
 
($1 = 6.4290 kuna) 

($1 = 0.8502 euros) 
(Reporting by Igor Ilic) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Croatia raises 1.275 bln euro in bonds 

mailto:igor.ilic@thomsonreuters.com
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maturing in 2030  

17-Nov-2017  

ZAGREB (Croatia), November 17 (SeeNews) - 
Croatia successfully placed a bond worth 
1.275 billion euro ($1.5 billion) and maturing 
in 2030 on the international market on 
Thursday, the finance ministry said. 

The government securities were placed at a yield 
of 2.953% and a coupon of 2.75%, the ministry 

said in a statement late on Thursday. 
The order book opened and closed within a day 
but due to strong investor interest demand 
reached 3.38 billion euro, it added. 
Interest was shown by 226 investors from 
Central and Eastern Europe, Italy, the 

UK/Ireland, Austria, Germany, the Benelux 
countries and others. 

The transaction was handled by Banca 
IMI/Privredna banka Zagreb, Barclays and J.P. 
Morgan. 
 
($=0.8476 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Czech Republic 

Czech 2017 budget should end year 

with small surplus 

12-Nov-2017  

PRAGUE, Nov 12 (Reuters) - The Czech central 

state budget should end the year with a 
surplus of several billion crowns, including 
European Union subsidies, Czech Finance 
Minister Ivan Pilny said on Sunday. 

"If we exclude money from European Union 
funds, my estimate is we should finish with a 

mild deficit that may be around 10 billion crowns 
($456.83 million)," Pilny told a television news 
program. "Including EU money, we could see a 
small surplus of several billion crowns. 
Earlier this month, finance ministry data showed 
the Czech central state budget surplus had 

jumped to a yearly high in October but had 
dropped from the same period a year ago 

because of reduced EU subsidies. 
With two months left in the year, the surplus 
stood at 26.5 billion crowns, making it almost 
certain the year would end with a deficit below a 
target of 60 billion crowns. 

A year ago, the government recorded a 98.3 
billion-crown surplus, helped by EU funds. Those 
inflows peaked last year and were 79.5 billion 
crowns higher than this year to date. 
Last year's surplus was the first in two decades, 
ranking the country among the strongest budget 
performers in the EU. 

 
($1 = 21.8900 Czech crowns) 
(Reporting by Michael Kahn, editing by Larry King) 
(( michael.kahn@thomsonreuters.com ; +420 224 190 
443; Reuters Messaging: 
michael.kahn.thomsonreuters.com@reuters.net )) 
 

 

Hungary 

Moody's says Hungary's credit profile 

supported by diversified economy, 

reduced external vulnerability  

16-Nov-2017  
Nov 16 (Reuters) - Moody's :  
Moody's says Hungary's credit profile 
supported by diversified economy and 
reduced external vulnerability; high public 
debt remains a constraint. 

Moody's expects Hungarian economic activity to 
remain buoyant through the current cyclical 
upswing. 
Moody's says Hungary's long-term growth 

prospects constrained by factors including 
reliance on EU funds, which could be smaller in 
next funding cycle. 

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

Hungary's state debt drops to 72.7 

pct/GDP by end-Q3 

17-Nov-2017  
BUDAPEST, Nov 17 (Reuters) - Hungary's state 

debt dropped to 72.7 percent of gross 
domestic product by the end of the third 
quarter, the National Bank of Hungary said in 
a statement on Friday. 

The debt level declined from 73.6 percent of 
GDP and the end of the second quarter and 73.9 

percent at the end of last year, it said. 
At the end of the second quarter, the 
government debt to GDP ratio in the European 
Union as a whole stood at 83.4 percent on 
average based on Eurostat data. However, 
Hungary's debt pile is still among the highest 
in Central Europe. 

 
(Reporting by Gergely Szakacs) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
 
 

Poland 

Poland's Q1'2018 bond offer to exceed 

Q4'17 supply  

13-Nov-2017  
2017-11-13 
Poland's offer of Treasuries on the primary 
market in Q1 2018 will exceed the PLN 16 bln 
the country hopes to sell in Q4 2017, deputy 
Finance Minister Piotr Nowak told PAP. 

"The supply of zloty bonds in Q1 will be higher 

than in Q4," Nowak said. "As ever, it will depend 

on market conditions and our needs." 
Poland had said it plans to sell PLN 8-16 bln in 
bonds in open auctions in the fourth quarter, the 
Finance Ministry said back in late September. 
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Gross issuance in H1 2018 might be slightly 

higher than in than in H1 2017, as redemptions 

in 2018 will be higher, he added. 
Poland will continue pre-financing 2018 
borrowing needs in Q4, with 15-20% of next 
year's needs to be financed by end-year, the 
official indicated. 
 
Copyright (c) 2017 PAP - POLSKA AGENCJA PRASOWA 
SA 
 
 

Romania 

Romania's foreign debt rises to 93.2 

bln euro at end-Sept  

13-Nov-2017  
BUCHAREST (Romania), November 13 
(SeeNews) - Romania's foreign debt rose to 

93.204 billion euro ($108.5 billion) at the end 
of September from 92.91 billion euro at the 
end of 2016, the central bank, BNR, said on 

Monday. 

The end-September figure includes 68.96 billion 
euro in long-term foreign debt, down 1% 
compared to the end of 2016, BNR said in a 
balance of payments report for September, 
citing provisional data. 
Short-term external debt at end-September 

amounted to 24.23 billion euro, or 26% of total 
external debt, up 4.2% against end-2016. 

Long-term external debt service ratio fell to 
22.6% at the end of September from 30% at 
end-2016. 
The ratio of BNR’s foreign exchange reserves to 
short-term external debt by remaining maturity 

was 89.5% at end-September against 90.5% at 
end-2016. 
The cover of imports of goods and services 
decreased to 5.6 months at end-September from 
6.3 months at end-2016. 
 
($=0.8584 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Romania rejects all bids in 400 mln lei 

(108 mln euro) 2019 T-note auction  

16-Nov-2017  

BUCHAREST (Romania), November 16 
(SeeNews) - Romania on Thursday rejected all 

bids in a 400 million lei ($102 million/86 
million euro) auction of Treasury notes due on 
February 25, 2019, central bank data showed. 
Demand in the auction amounted to 687 million 
lei. The issue will be reopened on Friday when 
the finance ministry hopes to raise 60 million lei 

in a non-competitive tender. 
At the latеst auction of government securities of 
the same issue held in October, Romania 

rejected all bids. 
All six Romanian debt tenders in October were 
cancelled due to low market liquidity. The 
ministry had planned to raise 2.44 billion lei last 

month. 

Romania's finance ministry plans to auction 2.7 

billion lei worth of government securities and to 

sell an additional 330 million lei in non-
competitive offers in November. 
At the end of October, Romania's finance 
ministry said it had a comfortable funding buffer 
and a plan to meet the country's financing needs 
for the rest of the year, despite the failed 

auctions last month. 
The ministry added that it has rejected the 
offers placed by the primary dealers in October 
amid a temporary rise in money market interest 
rates, which has also influenced yields on 
government securities. 

The ministry also said that it has largely covered 
the financing needs forecast for the year, by 
'prudently' implementing the 2017 funding plan 

through uniform distribution of borrowing 
throughout the year in order to avoid 
accumulation of very high funding needs over 
short periods of time. 

So far this year, the ministry has sold some 38 
billion lei and 340 million euro worth of 
government bills and bonds and has tapped 
foreign markets for 2.75 billion euro of 2027 and 
2035 Eurobonds. 
The ministry has said it planned to sell some 48-
50 billion lei worth of leu-denominated domestic 

debt this year. 
 
(1 euro=4.6387 lei) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Russia 

Russia Jan-Oct budget deficit at 0.4 

pct/GDP  

15-Nov-2017  
MOSCOW, Nov 15 (Reuters) - Russia ran a 

budget deficit of 294.09 billion roubles ($4.89 

billion), or 0.4 percent of gross domestic 
product, in the first ten months of the year, 
the finance ministry said on Wednesday, 
citing preliminary data. 

The finance ministry also revised the budget 
deficit figure for the January-September period 
to 0.3 percent of GDP from 0.5 percent. 
 
($1 = 60.1450 roubles) 

(Reporting by Polina Nikolskaya; Editing by Andrey 
Ostroukh) 
(( Polina.Nikolskaya@thomsonreuters.com ;)) 
 
 

Russian central bank says it can handle 

any U.S. sanctions on its debt  

16-Nov-2017  

By Elena Fabrichnaya 
MOSCOW, Nov 16 (Reuters) - Russia's central 

bank has the tools to address market shocks if 
the United States applies new sanctions on 
Russian treasury bonds, its central bank 
governor said on Thursday. 

Washington is considering expanding sanctions 
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against Russia and may impose restrictions on 

buying Russian bonds, known as OFZs and 

popular among international investors. 
Foreign investors held a record high 2.18 trillion 
roubles ($36.46 billion) of OFZs as of Oct. 1, 
according to central bank data. 
That was a record 33 percent share of the 
existing paper. 

Speaking to the lower house of parliament, 
Governor Elvira Nabiullina played down trouble 
from any sanctions that could restrict buying 
OFZ bonds, which Russia needs to cover budget 
deficit. 
"First of all, we do not know what decision would 

be made on OFZs... In our view, there will be no 
serious negative consequences," Nabiullina said, 
referring to possible U.S. sanctions. 

"In any case we have sufficient tools to address 
shocks of this kind," she said.  
Under a sanctions bill drafted to punish Russia 
for alleged meddling in U.S. elections in 2016, 
the U.S. secretary of the Treasury must 

submit a report describing in detail the 
potential effects of expanding sanctions to 
include sovereign debt and the full range of 
derivative products. 

Rouble-denominated OFZ bonds have enjoyed 
strong global demand thanks to their lucrative 
yields. Yields of 10-year bonds hovered at 7.7 
percent on Thursday, far above Russian annual 
inflation, which has slipped below 3 percent. 

Nabiullina said yields of OFZ bonds could jump 

higher if new sanctions applied. But the market 
reaction is likely to be short-lived, she said. 
"In general, immunity of the financial system to 
various negative decisions that could be made is 
now higher than, say, it was three years ago," 

Nabiullina said. 
The Russian banking sector is always willing to 
buy into OFZ bonds, Nabiullina added. 
 
($1 = 59.7955 roubles) 
(Reporting by Elena Fabrichnaya; Writing by Polina 
Nikolskaya and Andrey Ostroukh Graphic and Editing 
by Jeremy Gaunt) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Serbia 

Serbia to release dinar and euro 

savings bonds  

16-Nov-2017  

BELGRADE, Nov 16 (Reuters) - Serbia will issue 

its first savings bonds next week, the Serbian 
debt agency announced on Thursday, in an 
effort to bolster the country's domestic debt 
market.  

The tax-free savings bonds will be issued in both 
dinars and euros, the preferred foreign currency, 
and will mature in two to 10 years, the agency 

said in a statement on its Web site. A total of 12 
billion dinars and 80 million euros worth of 
bonds will be issued.  
"The savings bonds represent an affordable 
financial instrument which requires a minimal 

investment of 2,000 dinars ($19.92) for dinar-

denominated bonds or 100 euros ($117.72) for 

euro-denominated savings bonds," it said.  
The dinar bonds are set to yield from 4 to 6.25 
percent, the euro bonds from 1 to 4 percent. 
They will carry coupons of 3 to 5.5 percent for 
dinars and 0.5 to 2.75 percent for euros, 
depending on the maturity date.  

A single investor will be allowed to purchase, per 
issue, up to 5,000 dinar-denominated bonds 
with a total value of 10 million dinars and up to 
500 euro-denominated savings bonds worth a 
total of 50,000 euros.  
They will be available for purchase at the state-

owned Postanska Stedionica bank between Nov. 
20 and Dec. 1. Their release is set for Dec 27. 
 
($1 = 0.8495 euros) 
($1 = 100.4100 Serbian dinars) 
(Reporting by Aleksandar Vasovic; Editing by Larry 
King) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
 
 

Serbia to issue first savings bond ever 

on Dec 27  

16-Nov-2017  
BELGRADE (Serbia), November 16 (SeeNews) - 
Serbia's finance ministry said on Thursday it 
plans to issue its first savings bonds on 
December 27, aiming to invigorate the 
domestic debt market. 

The savings bonds will be issued in euro and 
Serbian dinars and will be available for 
subscription at the offices of state-owned bank 
Postanska Stedionica between November 20 and 
December 1, the finance ministry said in a 
statement. 
The finance ministry will issue savings bonds 

worth 12 billion dinars ($119.2 million/101.4 
million euro) and 80 million euro ($94 
million), with a maturity of between two and 

10 years. The coupons will stand at between 3% 
and 5.5% for the dinar-denominated 
government securities and between 0.5% and 
2.75% for the euro-denominated savings bonds, 

depending on maturity. 

A minimum investment of 2,000 dinars for 
dinar-denominated savings bonds and 100 euro 
for euro-denominated securities will be required. 
Investors will be able to acquire up to 5,000 
dinar-denominated bonds with a total value of 
10 million dinars and up to 500 euro-
denominated savings bonds worth a total of 

50,000 euro. 
 
(1 euro = 118.382 dinars) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Slovakia 

Slovak government may miss balanced 

budget goal in 2020, says fiscal 
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watchdog  

15-Nov-2017  

BRATISLAVA, Nov 15 (Reuters) - Slovakia's 

government needs to take additional 
consolidation measures to meet its balanced 
budget goal in 2020 and risks overshooting 
goals in future years, the country's fiscal 
watchdog said on Wednesday.  

The three-party ruling coalition of leftist Smer 

and two centre-right parties plans to cut the 
deficit to 0.83 percent of gross domestic product 
next year from this year's expected 1.63 percent 
before reducing it to 0.1 percent in 2019 and 
zero in 2020. 
"The government may overshoot its budget 
deficit goals by 0.6-0.8 percentage points each 

year and will need to take considerable 

additional consolidation measures to meet the 
balanced budget goal in 2020," the Council for 
Budget Responsibility said. 
"If the risks materialise, the budget gap may 
reach 0.8 percent in 2020," it said.  

The 2018 draft budget, approved by the 
government last month, caused a relaxation of a 
previous goal to reach the balanced budget in 
2019 due to preparations for higher spending on 
wages and benefits at a time of fast economic 
growth in the euro zone country. 
The draft budget is expected to be approved by 

the parliament this month and will see a cash 
deficit of 1.97 billion euros ($2.33 billion). 
The plans are based on expected economic 

growth of 4.2 percent in 2018 - a pace that is 
more than double the euro zone average. 
Slovakia has been one of the better budget 
performers in the euro zone and its public debt 

is expected to fall to 49.7 percent of GDP in 
2018 from 51.8 percent this year. The euro zone 
average stood at 89.2 percent in 2016.  
 
(Reporting by Tatiana Jancarikova, editing by Ed 
Osmond) 
(( Tatiana.Jancarikova@thomsonreuters.com ;)) 
 
 

Slovenia 

Slovenia's gross foreign debt edges 

down in Sept  

13-Nov-2017  

LJUBLJANA (Slovenia), November 13 (SeeNews) 
– Slovenia's gross foreign debt fell 0.6% 
month-on-month to 43.24 billion euro ($50.3 
billion) at the end of September, preliminary 
central bank data showed on Monday. 

Net external debt declined to 9.63 billion euro at 
end-September from 9.97 billion euro at end-
August, the data indicated. 

General government gross foreign debt edged 
up 1.2% on the month, reaching 23.19 billion 

euro at end-September, while the debt of the 
central bank fell to 2.13 billion euro from 2.75 
billion euro. 
The debt of deposit-taking corporations, 
excluding the central bank, decreased 1.2% 

month-on-month to 3.87 billion euro at end-

September, the debt of the non-financial sector 

fell 0.5% to 10.41 billion euro, and 
intercompany lending expanded 4.7% to 3.64 
billion euro. 
 
($=0.8587 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Slovenia erases its budget deficit as 

tax inflows rise  

15-Nov-2017  
LJUBLJANA, Nov 15 (Reuters) - Slovenian 

central government budget income increased 

by 7 percent year-on-year in the first 10 
months of this year, erasing the budget 
deficit, the Ministry of Finance said on 
Wednesday.  

The rise was mainly in higher tax inflows and 
reached 7.3 billion euros ($8.64 billion), creating 
a budget surplus of 14.9 million euros. That 
compared with a deficit of 535 million a year 

ago. 
The ministry said budget spending was down by 
1 percent, partly due to lower interest rate 
payments on sovereign debt. 
Slovenia, which narrowly avoided an 
international bailout for its banks in 2013, 
returned to growth a year later. The government 

expects GDP growth of 4.4 percent this year 

versus 3.1 in 2016, boosted by higher exports 
and investments. 
It also hopes to reduce the general government 
deficit -- which includes deficits from the 
national health and pension systems and those 
of local communities -- to below 0.8 percent of 

GDP this year from 1.9 percent in 2016. 
In spite of the deficit reduction public debt 
this year is expected to rise in nominal terms 
by some 1.6 percent to 32.2 billion euros.  

It will fall, however, when measured as a 
percentage of GDP to 75.2 percent of GDP 
versus 78.5 percent in 2016, the ministry said 
last month. 

 
($1 = 0.8447 euros) 
(Reporting By Marja Novak Editing by Jeremy Gaunt) 
 
 

Slovenian parliament passes 2018, 

2019 budget plans  

16-Nov-2017  
LJUBLJANA, Nov 16 (Reuters) - Slovenia's 

parliament approved the 2018 and 2019 
central government budgets on Thursday 
projecting a surplus of 0.1 percent of GDP in 
each of the two years. 

The finance ministry said budget spending will 
amount to about 9.6 billion euros ($11.30 

billion) in 2018 and 9.7 billion a year later. 

Interest payments on sovereign debt will fall by 
11.4 percent in 2018 and by a further 3.8 
percent in 2019 when it will reach 823.5 million 
euros. 
Budget revenue is seen at some 9.7 billion euros 
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in 2018 and 9.75 billion a year later. 

Slovenia, which narrowly avoided an 

international bailout for its banks in 2013, 
returned to economic growth a year later and 
managed to strongly reduce budget deficit since 
then. 
The general government deficit, which also 
includes deficits of the national health and 

pension systems and of local communities, will 
this year fall to below 0.8 percent of GDP from 
1.9 percent in 2016, the finance ministry had 
said.  
 
($1 = 0.8493 euros) 
(Reporting By Marja Novak) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina capital gains tax proposal to 

have limited impact on yields -central 

bank  

15-Nov-2017  

BUENOS AIRES, Nov 15 (Reuters) - Argentina's 

proposal to implement a capital gains tax on 
individuals as part of a broad-based tax 
reform will have a "limited impact" on the 
yields of public debt instruments, Central 
Bank Governor Federico Sturzenegger said on 
Wednesday. 

"We do not think this will generate any 
disruption or very significant change," 
Sturzenegger said in a presentation. "This tax 

exists in other countries all over the world. We 
think it is good that Argentina is starting to 
normalize." 
President Mauricio Macri's government has 

proposed a reform to the country's tax code to 
reduce corporate income taxes for companies 

that re-invest their earnings, but implements 
some new taxes to compensate for the fiscal 
impact. 
That included a proposal to tax individuals' 
capital gains from government bonds at 5 
percent for instruments denominated in pesos 
and 15 percent on profits from bonds issued in 

foreign currency or indexed to inflation, 
prompting concerns that investors would 
demand higher returns. 
Companies already pay capital gains tax. 
Sturzenegger noted that individuals' holdings 
made up a small portion of the total stock of 

short-term Lebac securities and local 

government bonds. 
"It is a relatively limited amount," Sturzenegger 
said.  
 

(Reporting by Luc Cohen 
Editing by Bernadette Baum and Sandra Maler) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 

 
 

Argentina signs fiscal pact with 

provinces, to deliver 80 bln peso bond  

16-Nov-2017  

BUENOS AIRES, Nov 16 (Reuters) - Argentina 

will deliver a bond totaling 80 billion pesos 
($4.57 billion) at 6 percent interest maturing 
in 10 years to most of its provinces, after 
reaching a deal to lower provinces' fiscal 
deficits, Treasury Minister Nicolas Dujovne 
said on Thursday. 

As part of the deal, nearly all of the 24 provinces 
agreed not to hike spending above the inflation 
rate and to lower some taxes. To receive the 

bond, the provinces agreed to drop pending 
litigation against the national government for 
underpayment of fiscal resources owed under 
Argentina's co-participation scheme.  
The agreement came after President Mauricio 
Macri's coalition swept to victory in last month's 

legislative elections, providing him political 
capital to broaden his market-friendly reform 
agenda. Since the Oct. 22 vote, the government 
has proposed labor and tax reforms to be 
weighed by congress. 
Argentina's provinces depend on transfers 
from the central government for a substantial 
portion of their revenue, and Macri's 

administration has been negotiating with their 
governors since early this year to reduce their 
spending as the national government tries to 
reduce its own fiscal deficit. 

The 23 provinces that signed the deal agreed to 
unify the maximum tax rates on their gross 
income taxes, and lower those rates over the 
course of five years, Dujovne said.  
Economists say the gross income tax is one of 

the most distortive duties in heavily taxed 
Argentina because it is charged on transactions 
at every stage of the supply chain, contributing 
to high consumer prices. 

"At the end of the road, a good portion of export 
activities, which today accumulate a lot of 

cascading taxes, will be exempt from the tax," 
Dujovne said. 
Argentina's financial markets cheered the deal 
between the government and the provinces, 
traders said, with the Merval stock index up 3.3 
percent and government bonds up an average of 
0.9 percent. 

 
($1 = 17.4875 Argentine pesos) 
(Reporting by Luc Cohen, Maximiliano Rizzi, Eliana 
Raszewski, and Jorge Otaola 
Editing by Jonathan Oatis) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 

mailto:Marja.Novak@thomsonreuters.com
rm://marja.novak.thomsonreuters.com@reuters.net/
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Bahamas 

Bahamas 11-year US$ benchmark 

amortizer at 6.25% (+/- 1/8)  

14-Nov-2017  
NEW YORK, Nov 14 (IFR) -  
GUIDANCE: 11-year amortizer at 6.25% (+/- 

1/8). 
The Commonwealth of The Bahamas has 
announced a 10-year WAL US dollar 
benchmark ahead of expected pricing on 

Tuesday. The senior unsecured 144A/RegS bond 

amortizes in years 9, 10 and 11. Final maturity 
is on November 21 2028. Expected ratings are 
Baa3/BB+. Leads are Deutsche Bank and RBC.  

IPTs - mid 6% area 
 
(Reporting By Paul Kilby) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

Brazil 

Brazil may free up 7 bln reais in 

government spending  

16-Nov-2017  

BRASILIA/SAO PAULO, Nov 16 (Reuters) - Brazil 

may free up around 7 billion reais ($2.1 
billion) in government spending in 2017 on 
the heels of a recent upswing in tax 
collecting, two government sources told 
Reuters on Thursday. 

The final figure is still under discussion and may 
change before publication, the sources said. 

 
($1 = 3.28 reais) 
(Reporting by Marcela Ayres and Patricia Duarte; 
Writing by Bruno Federowski; Editing by Bernadette 
Baum) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 
https://twitter.com/b_federowski ; +55 11 5644 
7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
 
 

Dominican Republic 

Fitch affirms Dominican Republic's 

ratings at 'BB-', outlook stable  

16-Nov-2017  
Nov 16 (Reuters) - Fitch: 
Fitch affirms Dominican Republic's ratings at 

'BB-', outlook stable. 

Fitch says Dominican Republic's ratings balance 
favourable macro performance, narrow current 
account deficit with weak public finances, among 

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

 

Venezuela 

Brazil to report Venezuelan debt to 

Paris Club  

14-Nov-2017  
By Lisandra Paraguassu 
BRASILIA, Nov 13 (Reuters) - Brazil is likely to 

inform major creditor countries of a $262.5 
million debt owed by Venezuela after it 
missed a payment under a regional credit 
accord, three Brazilian government sources 
said on Monday, as its northern neighbor 
teeters on the brink of default. 

The payment, which is more than two months 
late, was owed under the Reciprocal Credits 

Convention (CCR), a multilateral clearinghouse 
among South American nations, said the 
sources, who spoke anonymously due to the 
sensitivity of the matter. 
They said Brazil had already sent a letter to the 

Venezuelan embassy in Brasilia warning that it 
may raise the issue with the Paris Club of 
creditor nations, which Brazil joined in 2016. 
"Brazil intends to use this structure to collect 
the debt," said one of the sources. 
That would add to mounting pressure on 
Venezuela, which held a brief meeting with 
investors on Monday in its effort to 
renegotiate $60 billion in bonds to avert 

default. 

Brazil's central bank confirmed that Brazil was 
due to receive $334.5 million from other nations 
in the CCR, but received just $72 million due to 
Venezuela's lack of payment. 
"Given what happened with Venezuela, the 
values to be received by Brazil were 

recalculated," the central bank said in a 
statement. 
Representatives for Venezuela's government did 
not immediately respond to a request for 
comment.  
 
(Reporting by Lisandra Paraguassu; Additional 
reporting by Marcela Ayres in Brasilia and Brian 

Ellsworth in Caracas 
Writing by Brad Haynes 
Editing by Sandra Maler) 
(( brad.c.haynes@tr.com ; +55 11 5644 7725; 
Reuters Messaging: 
brad.c.haynes.thomsonreuters.com@reuters.net )) 
 
 

Russia restructures Venezuelan debt, 

PDVSA loans not included  

15-Nov-2017  
•Debt repayments "minimal" in first 6 years -
Moscow 
•Venezuela owes Russia $3.15 bln 
•PDVSA debt to Rosneft not covered by deal 

By Jack Stubbs, Polina Nikolskaya and Darya 

Korsunskaya 
MOSCOW, Nov 15 (Reuters) - Russia and 

Venezuela signed a debt restructuring deal on 

Wednesday allowing Caracas to make 
"minimal" payments to Moscow in the next six 
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years to help it meet obligations to other 
creditors, the Russian Finance Ministry said.  

Under the deal, Venezuela will pay Russia back a 

total of $3.15 billion over a 10-year period, the 
ministry said. 
S&P Global Ratings declared Venezuela in 
selective default on Tuesday after the South 
American country failed to make $200 million in 
coupon payments on its global bonds due in 

2019 and 2024 within a 30-day grace period. 
Venezuela has public external debts of about 
$150 billion, including $45 billion in 
government debt and another $45 billion of 
the state oil company PDVSA's debt, according 
to the International Institute of Finance, an 
adviser to a group of U.S. and international 
holders of Venezuelan debt.  

The Russian Finance Ministry said on Wednesday 

the restructuring should free up more funds to 
allow Venezuela to develop its economy and "will 
improve the debtor's payment ability, increasing 
the chances of all creditors to get their loans 
back."  
The ministry statement did not mention PDVSA 
debt to Rosneft, last estimated by the Russian 

oil company at $6 billion in August.Asked 
whether PDVSA debt was part of Wednesday's 
deal, Venezuelan Economy and Finance Minister 
Simon Zerpa told a briefing in Moscow that no 
corporate debt was included in the new deal, 
which was purely between the two governments.  
Pavel Fyodorov, one of Rosneft's first vice 

presidents, said on Tuesday that Venezuela was 
paying its debt in tranches of "hundreds of 
million of dollars," and that his company had no 
plans to lend any more money to the country.  
Rosneft declined further comment on 
Wednesday. The company's shares were down 

3.3 percent in mid-day trading in Moscow while 
the overall MICEX index was down by 1.1 
percent.  
Venezuela has borrowed billions of dollars from 
Russia and China over the years, primarily 
through oil-for-loan deals that have crimped the 
country's hard currency revenue by requiring oil 

shipments to be used to service those loans.  
Venezuela has not requested any help from 

Russia beyond a debt restructuring deal, Kremlin 
spokesman Dmitry Peskov told reporters on 
Wednesday. [nR4N1NF01L]  
Russia's Audit Chamber said in June that 
Venezuela had not fulfilled its obligations under 

an intergovernmental protocol from September 
2016. That agreement was an amendment to a 
Russian loan granted in December 2011. 
 
(Additional reporting by Darya Korsunskaya; Writing 
by Denis Pinchuk and Katya Golubkova; Editing by 
Andrew Osborn/Mark Heinrich) 
(( denis.pinchuk@thomsonreuters.com ; 
+74957751242; )) 
 
 

China repeats confidence Venezuela 

can handle debt issue  

16-Nov-2017  
BEIJING, Nov 16 (Reuters) - China's Foreign 

Ministry reiterated on Thursday that it 
believes Venezuela has the ability to handle 

its debt issue, after the oil-rich country 
started making interest payments on bonds 
following a delay that had threatened to 
trigger a default. 

Venezuela has borrowed billions of dollars from 
Russia and China, primarily through oil-for-loan 
deals that have crimped the country's hard 
currency revenue by requiring oil shipments to 

be used to service those loans.  
On Wednesday, Venezuela won easier debt 
terms from Russia, as well as a vote of 
confidence from China - two countries that 
could provide a lifeline as Caracas seeks to 
keep its deeply depressed economy solvent. 
Asked whether China was concerned that the 
debt would not be repaid, Chinese Foreign 

Ministry spokesman Geng Shuang told a regular 

news briefing that China-Venezuela financial 
cooperation was proceeding as normal. 
"We believe that Venezuela's government and 
people have the ability to properly handle their 
debt issue," Geng said. 
China Development Bank, one of the main 
Chinese creditors to Venezuela, declined to 

comment when contacted by Reuters. 
Venezuelan bond prices have been on a roller-
coaster over the past 10 days, as President 
Nicolas Maduro called investors to debt 
restructuring talks, while pledging to keep 
honouring the country's obligations. 

But S&P Global Ratings declared it in selective 
default on two of its sovereign bonds early this 
week after it failed to make the coupons within a 
30-day grace period. 
On Wednesday, the country's Economy Ministry 
said it had started transferring $200 million in 
interest payments on those bonds, which mature 

in 2019 and 2024. 
 
(Reporting by Ben Blanchard; Additional reportin by 
Zhang Shu; Writing by Michael Martina; Editing by 
Richard Borsuk) 
(( michael.martina@thomsonreuters.com ; +86 10 
6627-1219; Reuters Messaging: 
michael.martina.reuters.com@reuters.net )) 
 
 

Venezuela ruled in default by trade 

group after bond payment delays  

17-Nov-2017  
By Corina Pons 
CARACAS, Nov 16 (Reuters) - Venezuela's 

cash-strapped leftist government has 
defaulted on sovereign debt and bonds issued 
by state oil firm PDVSA after failing to make 

timely payments, a New York-based 
derivatives group ruled on Thursday. 

The International Swaps and Derivatives 
Association (ISDA) committee's unanimous 
decision that the delays constitute a "credit 

event" triggers limited payouts on credit default 
swaps (CDS). 
But investors said they did not expect a 

significant market reaction from the ISDA 
decision, given that Venezuela is making efforts 
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to pay, and that holders of some of the world's 

highest yielding debt have so far been tolerant 

of the delays. 
They also noted that the values of the CDS - the 
derivative contracts investors use to protect 
themselves against a default - were not large 
compared to the overall bond amounts.  
The net value of CDS on Venezuela's sovereign 

bonds is about $1.3 billion.  
For PDVSA, the net value is around $250 million. 
The ISDA committee said it would reconvene on 
Monday at 3 p.m. New York time (2000 GMT) to 
discuss an auction that will eventually determine 
the amount paid out to buyers of CDS 

protection. 
Venezuela, reeling from a four-year recession 
that has led to widespread shortages of food and 

basic goods, said on Wednesday it had started 
transferring $200 million in interest payments on 
sovereign bonds which mature in 2019 and 2024 
PDVSA also said it made the interest payment 

on its 2027 bond and "successfully completed" 
capital payments on the 2020 and 2017N bonds. 
Two ratings agencies declared President Nicolas 
Maduro's government in "selective default" 
earlier this week for failing to make overdue 
coupon payments within a grace period. 
BONDHOLDERS STAYING CALM 

All 15 members of ISDA's financial committee 
voted in favor of statements that "a failure to 
pay credit event had occurred with respect" to 
Venezuela and PDVSA. 

The ISDA committee members are global 
financial institutions that include Bank of 
America, Barclays Bank, Credit Suisse, Deutsche 

Bank and Goldman Sachs. 
Investors said the ISDA decision would not rattle 
markets, however, given Venezuela's efforts to 
pay - albeit late.  
"This is just a continuation of bad headlines," 
said Ray Zucaro, chief investment officer at RVX 
Asset Management. 

"But as long as the government tries to pay, and 
bondholders get their late payments, they're 
really not incentivized to do anything ... It's a 
really unusual situation."  

Venezuelan bond prices have been on a roller-
coaster over the past two weeks, as Maduro 

called investors to inconclusive debt 
restructuring talks, while also pledging to keep 
honoring the OPEC nation's obligations. 
Venezuelan officials blame payment delays on 
U.S. sanctions, which have made banks warier 
of dealing with funds from Caracas, thus 
clogging transfers.  
Venezuela and PDVSA have around $60 billion 
in outstanding bonds, while private estimates 
put total foreign debt between $120 billion 
and $140 billion. 

One source at a large holder of Venezuela bonds 
said investors were holding back from an 

aggressive course of action against the Maduro 
government while payments were still coming 

through.  
"Even after the ISDA decision, it's not the best 
idea for anyone to accelerate a default if there's 
a chance they are going to be able to receive an 

amortization or interest payment any time 

soon," the source said.  

"As long as Venezuela and PDVSA pay, most 
bondholders will likely prefer to deal with the 
delays." 
Critics say nearly two decades of recklessly 
dogmatic and corrupt socialist rule have 
destroyed a once-prosperous economy, while 

the government blames the fall in oil prices and 
a U.S.-led "economic war" for Venezuela's 
financial mess. 
Many in the nation of 30 million are skipping 
meals, and increasingly suffering from 
malnutrition or preventable disease. Prices are 

rising higher than anywhere else in the world, 
and there are shortages of basics from milk to 
car batteries.  

 
(Reporting by Corina Pons; Additional reporting by 
Andrew Cawthorne in Caracas, Marianna Parraga in 
Houston; Writing by Andrew Cawthorne; Editing by 
Rosalba O'Brien) 
(( andrew.cawthorne@thomsonreuters.com )( +58 
212 277 2655) (Reuters Messaging: 
andrew.cawthorne.thomsonreuters.com@reuters.net 
)( Twitter: https://twitter.com/ReutersVzla) ) 
 

AFRICA 
 

Angola 

Angola in "mild recovery" but 

macroeconomic challenges remain 

15-Nov-2017  
LUANDA, Nov 15 (Reuters) - The Angolan 

economy is set to grow 1.1 percent this year 
as sub-Saharan Africa's third largest economy 
enjoys a mild recovery, the International 
Monetary Fund said on Wednesday following a 
10-day visit to the country. 

But Ricardo Velloso, the Brazilian economist who 
led the visit, said macroeconomic imbalances 
remain that need to be tackled by the new 
government.  
In a statement, he highlighted the wide spread 

between the parallel and official market 
exchange rates and a backlog of foreign 

exchange purchase requests in commercial 
banks as points of continuing concern.  
Velloso said the team met members of the new 
government which it felt understood the 
challenges facing the economy, and gave a 
thumbs up to the administration's six-month 
economic plan known as "Plano Intercalar."  

"The Plano Intercalar is adequately focused on 
the goals of stepping up fiscal consolidation 
efforts, introducing greater exchange rate 
flexibility, and improving governance and the 
business climate to promote faster and inclusive 

growth as well as economic diversification," the 
statement said. 

After nearly a decade of rapid growth, Angola 
slipped into recession last year as a fall in the 
price of oil led to a massive drop in government 
revenue and access to hard currency. 
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The official unemployment rate is at 25 percent, 

though likely in reality much higher, and a dollar 

fetches more than double the official rate on the 
black market.  
President Joao Lourenco, who took office in 
September, has vowed to get the economy back 
on track promising to diversify away from oil and 
combat corruption. 

 
(Reporting by Stephen Eisenhammer, Editing by 
William Maclean) 
(( stephen.eisenhammer@thomsonreuters.com )) 
 
 

Egypt 

Egypt sells 692.9 mln euros in euro-

denominated T-bills auction  

13-Nov-2017  
CAIRO, Nov 13 (Reuters) - Egypt has sold 

692.9 million euros in one-year euro-
denominated treasury bills to local and 

foreign financial institutions in an auction, the 
central bank said on Monday.  

The average yield for the bills, which mature on 
Nov. 13 2018, was 1.499 percent.  
Appetite for Egypt's domestic debt has grown 
since the central bank floated the pound 
currency in November 2016 as part of a deal for 
a $12 billion International Monetary Fund loan.  

 
(Reporting by Arwa Gaballa and Eric Knecht) 
(( arwa.gaballa@thomsonreuters.com ; +20 2 2578 
3290; )) 
 
 

Egypt agrees $3.1 billion repurchase 

transaction with global banks  

14-Nov-2017  
CAIRO, Nov 14 (Reuters) - Egypt's Central 

Bank has reached terms for a one-year, $3.1 
billion repurchase agreement with 
international banks after paying back the 
same consortium of banks a similar $2 billion 
agreement last week, it said in a statement on 
Tuesday. 

Egypt has been negotiating billions of dollars in 

aid and loans from various lenders to plug its 
budget deficit and help revive its economy, 
battered by political and economic upheaval 
since a 2011 uprising. 
It said the repurchase transaction was provided 
by the banks against most of the Egyptian 
dollar-denominated sovereign bonds issued by 

the finance ministry and listed on the Irish Stock 
Exchange. 
Those bonds have maturities of December 2018, 
November 2024 and November 2028, the 
statement said. 
"The total amount of bids submitted for the 

transaction amounted to USD 4.3 billion, 
reflecting a vote of confidence by the 
international market in the success of the 
homegrown 
economic reform program in the past year," it 

said. 

Egypt last year launched an ambitious economic 

reform programme tied to a $12 billion three-
year International Monetary Fund loan 
agreement. 
 
(Reporting by Eric Knecht, editing by Larry King) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
 
 

Kenya 

Kenya central bank governor sees 5 pct 

inflation in 2018 and beyond 

Nov-2017  
By Tom Arnold 
DUBAI, Nov 14 (Reuters) - Kenya's central 

bank governor said on Tuesday he expects 
inflation of around 5 percent in 2018 and 
beyond, less than half the rate it reached 
earlier this year. 

Annual inflation shot to a five-year high of 11.70 

percent in May, mainly because a regional 
drought in the first quarter drove up food prices. 
It dropped to 5.72 percent last month after 
rainfall improved food supplies.  
"Looking forward, inflation is well anchored. 
There's no reason for it to deviate from where it 
is," Patrick Njoroge told reporters on the 

sidelines of a conference in Dubai. 
The government has a preferred band of 2.5 to 
7.5 percent for inflation. Policymakers have held 
the central bank's benchmark lending rate at 10 
percent since September last year. 
Kenya also capped commercial lending rates a 
year ago at 4 percentage points above the 

central bank rate and imposed a floor on deposit 
rates of 70 percent of the central bank rate. 
Njoroge said the cap would eventually be 
removed, but the timing of the move was 
uncertain. The government has a draft study on 
the impact of the cap, which bankers want 

removed. 
The study has not been released, but 
opponents of the cap have been pointing to a 
slowdown in private-sector credit since it was 
imposed as evidence of its harmful effect. 
Lenders have posted lower profits as the cap 
hit their net interest income. They have also 
shifted funds into government securities. 

Njoroge also said a binding offer from State 
Bank of Mauritius is expected in a matter of days 

to weeks for assets carved out of Chase Bank 
Kenya, which is in receivership, with the 
transaction ending by Jan. 1. 
"Depositors who are part of this will get 75 
percent of their deposits and the remaining 25 
percent will remain in the old institution, to be 
dealt with as we go forward. There will be no 

haircut," he said. 
Commenting on government borrowing, the 
governor said Kenya would explore new ways of 
funding infrastructure projects, such as 
partnering with private investors, to avoid 
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building up debt. 
The national debt rose to 50 percent of gross 
domestic product this year from 42 percent in 
2013, as the government ramped up 
construction of roads, power plants and a new 
rail line. 

However, Njoroge said the government had 
enough resources to pay about $700 million in a 
syndicated loan whose maturity was extended 
by six months to next year. 

 
(Writing by Duncan Miriri; Editing by Larry King) 
(( Saeed.Azhar@thomsonreuters.com ; +971 
44536787; Reuters Messaging: 
saeed.azhar.reuters.com@reuters.net )) 
 
 

Nigeria 

Nigeria's Senate approves Buhari's 

request to seek $5.5 bln in foreign 

loans  

14-Nov-2017  
ABUJA, Nov 14 (Reuters) - Nigeria's Senate on 

Tuesday approved a request by President 
Muhammadu Buhari to seek $5.5 billion in 
foreign loans.  

The external borrowing would include $2.5 
billion in Eurobonds to plug part of the 2017 
budget deficit and $3 billion to refinance 
maturing domestic debt to lower the country's 

funding costs.  

 
(Reporting by Camillus Eboh; Writing by Alexis 
Akwagyiram) 
(( alexis.akwagyiram@thomsonreuters.com ; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak) ) 
 
 

Fitch Rates Nigeria's Upcoming USD 

Notes 'B+(EXP)'  

15-Nov-2017  
HONG KONG, November 15 (Fitch) Fitch 

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

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

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

Nigeria's Long-Term Foreign-Currency IDR. 
On 31 August 2017, Fitch affirmed Nigeria's 
Long-Term Foreign-Currency IDR at 'B+' with a 

Negative Outlook. The Long-Term Local-
Currency IDR is also 'B+' with a Negative 
Outlook. 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 

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

 
 

Eurobonds account for a fifth of 

Nigeria's $15.35 bln in foreign debt  

15-Nov-2017  

By Chijioke Ohuocha 
LAGOS, Nov 15 (Reuters) - Eurobonds made up 

more than a fifth of Nigeria's $15.35 billion 
foreign debt portfolio as of September and 
more than half of interest paid in the third 
quarter, the Debt Management Office (DMO) 
said on Wednesday.  

Foreign debt stood at $11.58 billion a year 
earlier. 

Africa's biggest economy is planning a roadshow 
to London and United States from Thursday to 
market up to $2.5 billion of Eurobonds to 
investors after parliament approved the issue on 
Tuesday. 
It aims to issue the bonds by mid-November, 
the DMO has said, adding that it also wants to 

refinance $3 billion of domestic treasury bills 
with dollar loans. 
Nigeria has faced a budget shortfall arising from 
a drop in government revenue because of low oil 
prices. The crude oil rout triggered chronic dollar 
scarcity and Nigeria's first recession in more 

than a decade last year. The economy recovered 

in the second quarter. 
Total domestic debt stood at 15.68 trillion naira 
($49.9 billion) by September, compared with 
13.35 trillion naira last year, the DMO said. 
The West African country wants to switch its 
borrowing mix so that foreign loans account for 

up to 40 percent of its total debt portfolio by 
2019, from about 23 percent, to lower its 
funding costs and lengthen the repayment 
period.  
Multilateral loans, including financing from the 
World Bank, accounted for 64.5 percent of 
foreign loans while bilateral loans with China and 

other countries make up 14 percent. 
The DMO said Eurobonds and Diaspora bonds 
accounted for 21.5 percent of total offshore 
borrowing and 53 percent of debt service 
payments in the third quarter.  
The International Monetary Fund has voiced 
concerns about rising debt risk, but the 
government has said its strategy would 

reduce Nigeria's debt burden, boost foreign 
reserves and create savings in debt costs. 

President Muhammadu Buhari this month 
presented to parliament a record 8.61 trillion 
naira budget for 2018 and said the government 
would borrow abroad to cover half of its deficit 
for next year. 

 
($1 = 314.50 naira) 
(Reporting by Chijioke Ohuocha; Editing by Robin 
Pomeroy and David Goodman) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 

http://www.fitchratings.com/
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chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

South Africa 

South Africa's Treasury head of budget 

resigns  

13-Nov-2017  
JOHANNESBURG, Nov 13 (Reuters) - South 

Africa's Treasury on Monday confirmed that 
Deputy Director-General Michael Sachs, the 
senior official in charge of the budget office, 
had quit the department. 

"Mr Sachs will not be leaving National Treasury 
immediately to ensure a proper handover to 

another senior official," Treasury said in a 

statement. 
Local media outlet Fin24 said on Monday Sachs 
quit last week complaining that President Jacob 
Zuma was interfering in the budget process. The 
rand has weakened since last week on concerns 
about a possible ratings downgrade should 

Zuma announce increased education spending. 
 
(Reporting by Mfuneko Toyana; Editing by James 
Macharia) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

South Africa government denies 

presidency interference in budget 

process  

14-Nov-2017  
JOHANNESBURG, Nov 14 (Reuters) - South 

Africa's presidential fiscal committee, set up 

to provide advice on spending priorities, is not 
interfering with the Treasury's role in setting 
fiscal policy, the government said on Tuesday.  

The denial came a day after the long-serving 
head of the budget office in the National 
Treasury quit the job, allegedly over complaints 
that President Jacob Zuma was interfering in the 
budget process. 

The presidency and the Treasury have denied 
this, with the latter saying the deputy director-
general in charge of budget issues, Michael 
Sachs, had resigned to serve the government in 
a different role. 
"The advisory role of the Presidential Fiscal 
Committee does not in any way interfere with 

the institutional arrangements of the budget 
cycle," Minister of Communications Mmamoloko 
Kubayi-Ngubane said in a statement. 
The committee was mandated to work with 
Treasury and other stakeholders to find "creative 
ways" of meeting South African fiscal targets 
and resolving competing priorities, the 

statement said. 

Rumours of Sachs's resignation saw the rand 
weaken as much as 1 percent on Monday, 
adding to the previous week's losses to 12-
month lows on concerns about a possible ratings 
downgrade should Zuma announce increased 

education spending. 

S&P Global and Fitch cut South Africa's foreign 

currency credit rating to junk in April after Zuma 
abruptly fired Pravin Gordhan as finance 
minister, and have warned of further 
downgrades should the independence of 
financial institutions be threatened.  
 
(Reporting by Mfuneko Toyana; Editing by Olivia 
Kumwenda-Mtambo/Mark Heinrich) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
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World Bank's US$2bn 10-year is "spot 

on"  

16-Nov-2017  
By Melissa Song Loong 

LONDON, Nov 16 (IFR) - The World Bank 

capitalised on a small rise in US Treasury 
yields to bring a US$2bn 10-year, taking 
advantage of one of the last windows for the 
year ahead of the expected Fed hike next 
month. 

The 10-year part of the US dollar market has 
been treacherous in 2017 and not always easy 

to access, with some issuers completely 
bypassing the tenor altogether.  

"You can count on one hand the amount of 
traditional SSA issues in the 10-year and there 
have been almost none in the seven-year that 
came to market this year," said a banker away, 
adding that the timing was spot on and the 

pricing at the right level. 
The depth of demand for this maturity tends to 
be in the US$1bn-$1.5bn range, as evidenced by 
ADB's US$1.5bn 2.5% Nov 2027 10-year Global 
three weeks ago. 
The World Bank was able to capture a slight 
rise in the 10-year US Treasury yield, which 
jumped from 2.33% on November 9 to 2.38% 

on 14 November. The US$2.4bn book allowed 
leads to tighten pricing by 1bp to swaps plus 

21bp, offering a yield of 2.57%.  
While another banker away from the deal said 
he had "expected a more eye-catching figure" 
when orders came in, a third banker away noted 
that getting US$2.4bn in orders was at the 

upper end of 10-year books this year.  
Andrea Dore, head of funding at the World Bank, 
pointed out that the World Bank's fiscal year 
starts at July 1, so that meant it had flexibility. 
"We weren’t trying to get US$2bn, but it’s great 
to have that – it isn’t the end of the fiscal year 

for us," she said. 
TIGHT PRICING 
Bankers said the World Bank had started off 
at a tight pricing level, which would explain 
why the deal only moved by 1bp. 

"It was a risky trade; we had so many things 
lined up at the same time. On an absolute level 
versus Treasuries or swap spreads, it’s the 
tightest for an issuer in this sector," said a lead.  
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The banker estimated the new issue premium at 

1bp, and noted that just over half of allocations 

went to central banks and nearly a quarter to 
asset managers, and nearly another quarter to 
corporates and financial institutions. 
Pricing is important, as the World Bank passes 
on the costs to its borrowers, but it tries to do so 
in a sustainable manner, said Dore.  

"You wouldn’t see us doing a deal that’s 
callously priced because we do have to come 
back to the market," she said.  
"We’ve done three-years during the summer and 
a five-year at the start of the calendar year. We 
will be back in the dollar market, looking at 

other parts of the curve."  
The World Bank has funding needs of US$50bn-
$55bn a year. 

Since the start of its fiscal year in July, the 
issuer has printed two US dollar benchmarks and 
has done over 200 private placements across 22 
currencies.  

"We’re on target to meet our funding needs," 
said Dore.  
"We never say that we’re done in the market. In 
terms of windows for massive benchmarks, as it 
gets closer to the holidays, you lose some 
investors. But we've done trades even in the 
summer, and it's similar in December." 

 
(Reporting by Melissa Song Loong; editing by Helene 
Durand, Philip Wright) 
(( melissa.songloong@thomsonreuters.com ; +44 207 
542 9008; )) 

 
 

 


