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ASIA 
  

Foreign buying of emerging Asian 

bonds in 2018 fell sharply  

18-Jan-2019  

Jan 18 (Reuters) - Foreign purchases of bonds 

issued in five Asian markets in 2018 fell 
sharply from the previous year, data shows, 
as the Sino-U.S. trade war and higher U.S. 
yields prompted many investors to shy away 
from riskier assets.  
Data from central banks and bond market 
associations showed overseas investors bought a 
net $10.02 billion in Indonesian, Thai, South 

Korean, Indian and Malaysian bonds in 2018, 

compared with $49 billion in 2017. 
In December, South Korea and Indian bonds 
had the biggest inflows among the five 
countries, of $1.33 billion and $676 million 
respectively. 

However, cumulative flows for India and 
Malaysian bonds in full-year 2018 were 
negative, the data showed. 

U.S. Treasury yields surged last year on the 

back of four rate hikes by the Federal Reserve, 
narrowing the interest rate gap between some 
high yielding Asian bonds and U.S. ones. 
Khoon Goh, head of Asia research at ANZ, said 
U.S.-China trade tensions, Fed rate hikes, wider 
emerging market concerns, a mid-year spike in 

oil prices and concerns over global growth were 
all headwinds impacting flows into Asia bonds 
last year. 
"How these and other developments play out in 
2019 will be key to whether portfolio inflows will 
return," he said. 
 
(Reporting by Patturaja Murugaboopathy and Gaurav 
Dogra;) 
(( patturaja.muruga@thomsonreuters.com ; +91-80-
6749-6540; Reuters Messaging: 
patturaja.muruga.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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GCC Gulf Cooperation Council 

Moody's Says Stable Outlook For GCC 

Sovereigns, But Fiscal Reforms, 

Geopolitics, Unemployment Pose 

Challenges  

16-Jan-2019  
Jan 15 (Reuters) -  
Moody's says stable outlook for GCC 

sovereigns but fiscal reforms, geopolitics, 
unemployment pose challenges. 

Moody's says outlook for sovereign 
creditworthiness in 2019 in the gulf cooperation 
council is stable overall. 
Moody's says stronger oil prices during most of 

2018 reduced fiscal and external pressures for 
GCC sovereign countries in the short term. 

Moody's says in 2019 geopolitical tensions to 
remain key source of risk and catalyst for rising 
military-related fiscal spending for GCC 
sovereigns. 
Moody's says with most fiscal reforms now 
likely behind GCC, oil prices & production will 
be major drivers of fiscal balances over 
coming year. 

Moody's says GDP growth in the GCC will be 
broadly unchanged this year. 
Moody's says under its current assumptions of 
oil prices averaging $75 per barrel (BBL) in 

2019, fiscal balances will strengthen modestly 
compared to 2018. 
Moody's says unemployment to be broadly 

unchanged or rise slightly further across the 
region for GCC sovereigns. 
Moody's says sharp drop in oil prices in fourth 
quarter of 2018 highlights vulnerability of gcc 
governments' credit profiles to future oil price 
declines. 

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

Fitch Says GCC Budgets Will Struggle 

To Offset Lower Oil Prices  

16-Jan-2019  
Jan 16 (Reuters) -  
Fitch says GCC budgets will struggle to offset 
lower oil prices. 

Fitch on GCC budgets says 2019 budgets so far 
point to still higher spending and only gradual 
fiscal reform. 
Fitch says estimate non-oil primary deficit 

relative to non-oil GDP increased in most GCC 
countries in 2018. 
Fitch on GCC budgets says expect weaker oil 
prices will prompt several countries to pare back 
their spending during year. 

Fitch says only in Bahrain do we expect 
underlying fiscal stance to have improved in 

2018, albeit modestly. 
Fitch says expect 2019 fiscal positions in Saudi 
Arabia, Oman to be tighter than budgeted. 
Fitch says identify erosion of fiscal and external 

positions as a negative rating sensitivity in all 

GCC sovereigns. 

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

China 

China aims to complete 2019 local govt 

special bond issuance by Sept  

15-Jan-2019   

BEIJING, Jan 15 (Reuters) - China aims to 

complete 2019 local government special bond 
issuance by September, an assistant finance 
minister said on Tuesday.  

China will start local government special bond 
issuance in January, but increasing special bond 
issuance does not mean loosening controls on 
local government debt, Xu Hongcai, an assistant 
minister at the finance ministry told reporters at 
a briefing.  
 
(Reporting by Kevin Yao; Writing by Stella Qiu; Editing 
by Kim COghill) 
(( yifan.qiu@thomsonreuters.com ; 86-10-66271289; 
)) 
(c) Copyright Thomson Reuters 2019. 
 
 

China Dec new loans beat forecasts, hit 

record $2.4 trillion in 2018   

15-Jan-2019  
• Reviving weak credit growth key to 
steady cooling China economy 
• Dec new loans 1.08 trln yuan vs f'cast 
of 800 bln yuan 
• 2018 bank lending hits record  
• M2 money supply up 8.1 pct y/y, 
hovers at record low 
• Dec TSF growth slows to new low of 
9.8 pct  
• Credit remains sluggish, more support 

measures expected 

By Kevin Yao and Lusha Zhang 
BEIJING, Jan 15 (Reuters) - Chinese banks 

extended far more new loans in December 
than expected, bringing last year's tally to a 
record $2.4 trillion as Beijing scrambles to 
help cash-starved companies and ease 
mounting pressure on the weakening 
economy. 

Analysts say Chinese policymakers need to spur 

faster credit expansion this year to galvanize 
activity as growth looks set to cool to near 30-
year lows. 
Chinese banks extended 1.08 trillion yuan 
($159.95 billion) in net new yuan loans last 
month, central bank data showed on Tuesday, 
much more than analysts had expected but 

down from 1.25 trillion yuan in November. 

Analysts polled by Reuters had predicted a more 
modest reading of 800 billion yuan, noting loan 
demand often softens at the end of the year.  
For 2018 as a whole, China's loan growth looked 
solid, with banks extending a record 16.17 
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trillion yuan in new loans - more than the gross 

domestic product of Italy. 
The jump in full-year loans was a rare piece of 
good news for China after a troubled year 
marked by a trade war and record corporate 

defaults. But several key credit gauges 
remained around record lows or fell to new ones, 
reinforcing views that conditions are likely to get 
worse before they get better.  

The total was nearly 20 percent more than the 
previous all-time high in 2017, as Beijing 
ramped up efforts to turn around stubbornly 
weak credit growth and revive flagging 
investment. 
Household loans accounted for 46 percent of 
2018 new loans, down from the previous year's 

53 percent, while corporate loans accounted for 

51 percent of the total, versus 50 percent in 
2017, central bank data showed. 
In addition to new loans, the trend has also been 
influenced by a regulatory crackdown on shadow 
lending that has forced banks to shift riskier 

loans back onto their books. But that push 
started to weigh more heavily on the economy 
early in 2018, pushing up borrowing costs. 
KEY INDICATORS AT RECORD LOWS 
While new loans ended 2018 on a slightly 
more upbeat note, several other key credit 
gauges suggest overall credit conditions in 
China remain stubbornly tight despite the 
recent shift to policy easing. Analysts say it 

will take at least a few quarters for the latest 
measures to turn that trend around. 

Broad M2 money supply grew 8.1 percent in 
December from a year earlier, missing forecasts 
for a slight pick-up and hovering just above 
November's record low. 
Growth of outstanding total social financing 
(TSF) slowed to an all-time low of 9.8 percent 

from 9.9 percent in November, as regulators' 
continued crackdown on riskier types of 
financing is slowly shutting off a major source of 
funding for smaller companies. 
TSF includes off-balance sheet forms of financing 
that exist outside the conventional bank lending 

system, such as initial public offerings, loans 
from trust companies and bond sales. 

SEARCHING FOR A SILVER BULLET 
As in past downturns, China has tried to stoke 
credit demand by fast tracking infrastructure 
projects, though such moves tend to benefit 
larger companies which are often state 
controlled. 

They have also been regularly injecting funds 

into the financial system to keep financial 
conditions supportive and bring down market 
interest rates, especially for private firms which 
account for most of China's urban jobs. 
The People's Bank of China said earlier this 
month it was cutting the amount of cash that 
banks have to hold as reserves for the fifth time 

in the past year, freeing up another $116 billion 

for new lending. 
But government efforts to channel more funds to 
the struggling private sector are facing a hurdle 
as banks are wary of more bad debts. 
Commercial banks' non-performing loan ratio 

climbed to a 10-year high in 2018. 

Some cash-strapped companies may be taking 

advantage of lower borrowing costs to refinance, 
but with sales and earnings weakening many 
businesses are in no mood to make the new 
investments that Beijing is counting on to turn 
the economy around. 
A branch manager in eastern China said banks 

want to lend, but companies were very cautious. 
"Corporate demand is little. Good assets are 
scarce and hard to find." 
Oxford Economics forecasts overall credit growth 
will pick up by around 1 percentage point to 
roughly 11 percent by the end of this year, as 

the central bank's various lending facilities 
gradually foster a return of business confidence. 
Analysts say Beijing will have to keep up a 

steady stream of fiscal and monetary stimulus to 
stabilise the world's second-largest economy, 
with most not expecting it to bottom out till 
summer. 

Further hefty reductions in banks' reserve 
requirements are expected this year, and a few 
market watchers say the odds are rising of 
interest rate cuts in some form.  
"We continue to expect the 7-day repo rate to 
move moderately lower in the coming months to 
buffer the growth slowdown, as well as quarterly 

RRR cuts in the rest of H1," analysts at Goldman 
Sachs said in a note. 
However, most economists continue to believe 
that authorities will not resort to more 

aggressive easing measures such as a cut in 
benchmark lending rates. 

While that would pressure banks to lower 
borrowing costs for all sizes of companies 
nationwide, policymakers are concerned it could 
weaken the yuan currency, spark capital 
outflows and add to a mountain of debt created 
by past stimulus sprees.  
 
($1 = 6.7512 Chinese yuan renminbi) 
(Reporting by Lusha Zhang and Kevin Yao; Editing by 
Kim Coghill) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

China central bank to make biggest 

daily net injection on record via OMO  

16-Jan-2019  
SHANGHAI, Jan 16 (Reuters) - China's central 

bank on Tuesday will make the biggest daily 
net cash injection via open market operations 
on record. 

The People's Bank of China (PBOC) is injecting 
350 billion yuan ($51.68 billion) through seven-
day reverse bond repurchase agreements and 

220 billion yuan through 28-day reverse repos, 
traders said. 

On a net basis, the PBOC will inject a net 560 
billion yuan into the market for the day as 10 
billion yuan worth of reverse repos are set to 
expire on Tuesday. 
The PBOC move boosted market sentiment. 
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China's 10-year treasury futures for March 

delivery CFTH9 rose more than 0.3 percent. 

 
($1=6.7719 Chinese yuan) 
(Reporting by Winni Zhou and Andrew Galbraith; 
Editing by Clarence Fernandez) 
(( winni.zhou@thomsonreuters.com ; +86 21 6104 
1777; Reuters Messaging: 
winni.zhou.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

India Bonds Fall As Fiscal Concerns 

Hurt Demand  

16-Jan-2019  

By Neha Dubey 
NewsRise 

MUMBAI (Jan 16) -- Indian government bonds 

fell in afternoon trade, with the benchmark 
bond at a one-week low, amid concerns over 
India’s fiscal position. 

The benchmark 7.17% bond maturing in 2028 
changed hands at 97.70 rupees, yielding 7.53%, 
at 1:00 p.m. in Mumbai against 98.04 rupees, 
and a 7.47% yield, yesterday. The note fell to 

97.68 rupees, lowest since Jan. 8. The new 10-
year 7.26% 2029 bond was at 99.91 rupees, 
yielding 7.27%, against 100.05 rupees, and a 
7.25% yield at previous close. 
“The market is nervous amid fear of a fiscal 
slippage,” a trader with a state-run bank said. 
“However, bond purchase announcement is 
limiting major losses today.” 

Indian Prime Minister Narendra Modi’s federal 

government is widely expected to take steps to 
alleviate farm sector stress, including an income 
support scheme, according to various media 
reports. This may make it difficult for the 
government to meet its fiscal deficit target of 
3.3% of gross domestic product for this fiscal 

year, according to traders.  
Senior officials of the finance ministry, including 
all secretaries and chiefs of the direct and 
indirect tax bodies, are likely to meet today to 

discuss a potential shortfall in government 
revenue for this fiscal year to Mar. 31. 
The Reserve Bank of India will buy up to 100 

billion rupees of government bonds tomorrow. It 
has bought bonds worth 2.06 trillion rupees so 
far this financial year. 
Meanwhile, the benchmark Brent crude oil 
contract rose nearly 3% yesterday supported by 
China's plan to introduce policies to stabilize a 
slowing economy. The contract was up 0.3% at 

$60.84 per barrel. India imports 80% of its 
crude oil requirements.  
India’s retail inflation rate stood at 2.19% in 
December from a year earlier, the slowest pace 
of expansion since June 2017. Traders expect 

monetary easing in the months ahead.  

 
The Indian rupee was at 71.20 to dollar against 71.04 
at previous close. 
- By Neha Dubey; neha.dubey@newsrise.org; 022-
6135 3309 

- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

The Biggest: SBI Launches $1-b 

Overseas Bond Sale  

17-Jan-2019  
The country's largest lender, State Bank of 

India (SBI), on Wednesday kickstarted an 
overseas bond issue to raise at least $1 
billion, in what is the largest such sale 

originating from India in a year. The state-
owned lender is issuing the bonds in two 
tenures, one a three -year and another a five-
year, as it seeks to shore up funds in the new 

year, three people familiar with the deal said. 

The proceeds could go beyond $1 billion, if the 
demand is strong, these people said. 
"The sale was launched on Wednesday morning 
(Indian time) to tap investors from Japan and 
across the globe, including the US. We are 
expecting strong demand from investors 
because SBI is considered on par with the 

sovereign, " said one of the persons cited above. 
This is the largest issue out of India since Exim 
Bank raised $1 billion through ten-year bonds at 
a 3. 
89% yield in January 2018. It could become the 
benchmark for other issues out of the country in 

2019 after a dull 2018 when dollar bond issues 

from India were stuck as the US rates increased 
and the rupee was volatile. Eight foreign banks, 
led by Barclays, MUFG and HSBC with support 
from SBI Caps, are helping the bank raise these 
funds. 
"We have already seen demand of close to $4 

billion. SBI wants to retain at least $700 
million of that in the fiveyear tenure and not 
more than $300 million in the three-year 
tenure. If demand is good and the pricing can 
be squeezed further till Wednesday evening, 
the bank may choose to keep more than $1 
billion in the five-year bucket in which case 
the total amount raised could be much higher 

than $1 billion, " a person cited above said. 

Bankers had initially indicated a target yield of 
190 basis points above the three-year US 

treasury for the three-year bond and 210 basis 
points above the five-year US treasury for the 
five-year bond. However, that target range had 
tightened by late evening at 160 basis points 
above the threeyear US treasury and 185 basis 
points above the five-year US treasury. One 

basis point is 0. 
01 percentage point. The three-year US treasury 
was trading at around 2.53% while the five-year 
US treasury was at around 2. 
55% late on Wednesday evening. The bond was 
likely to be closed near midnight on Wednesday. 

In a rating release global agency Fitch said the 

bonds were rated at the same level as the 
bank's rating, mainly driven by its 'BBB-', 
because of a very high probability of 
extraordinary support from the India sovereign, 
if needed, in light of the bank's very high 
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systemic importance and quasi-sovereign status. 

"The bank plans to use these funds for lending 

overseas. They want to raise big money at the 
start of the year so that they have enough for 
the first half just in case markets become 
volatile later, " said the person cited above. 
 
Copyright (c) 2019 BENNETT,COLEMAN & CO.LTD. 
 
 

Modi's pre-election handouts to cost 

India billions, breach fiscal targets 

18-Jan-2019  
• Farm relief package could cost India 

up to 1 trln rupees-sources 
• Tax sops may cause loss of up to 250 
bln rupees next fiscal year 
• Moody's sees government missing this 
fiscal year's deficit goal 
• "Panic-stricken" reaction to state poll 
losses, opposition says 

By Aftab Ahmed and Krishna N. Das 
NEW DELHI, Jan 18 (Reuters) - A series of 

vote-catching measures planned by Indian 

Prime Minister Narendra Modi as he braces for 
a difficult general election may cost more than 
1 trillion rupees ($14 billion), two sources 
with direct knowledge of the matter said. 

Much of the cost of the extra spending or 
revenue losses would have to be borne by the 
government that will take charge after the 
election due by May. The spending is also likely 

to delay plans to reduce the government's 

budget deficit, a key indicator of the nation's 
economic health. 
Modi's Bharatiya Janata Party (BJP) lost three 
major state elections at the end of last year, 
largely due to anger in rural India in the face of 
low crop prices and rising costs. Modi remains 

the front-runner for the general election, 
according to opinion polls, but his once-
invincible image has been dealt a heavy blow. 
The government is expected to unveil 
handouts mostly aimed at farmers in an 
interim budget to be presented on Feb. 1, said 
the sources, both government officials. While 
no final decisions have been taken, the 
measures could include direct transfers of 
funds into farmers' bank accounts and 

interest-free loans for them. 

The giveaways will come on top of tax sops, job 
reservations and policies favouring local 
businesses that have already been made public. 
The new measures have to be announced before 
election dates are finalised by the Election 
Commission, possibly in March or April, after 

which there will be curbs on policies that could 
influence voting. 
A spokesman for the Ministry of Finance did not 
respond to an e-mail seeking comment. 
The BJP's economic affairs spokesman, Gopal 
Krishna Agarwal, told Reuters this week that the 

party favoured an expansionary economic policy 

that would give space to growth-boosting 
measures as inflation stays low.  
The BJP also does not consider the finance 
ministry's plan to keep the fiscal deficit to 3.3 

percent of gross domestic product in the current 

April-March fiscal year as "sacrosanct", he said, 

comments which pushed bond yields higher and 
hurt the rupee. 
"Addressing farmer distress is the most 
important thing," Agarwal told Reuters. "You 
need an expansionary policy. You chase growth 
in the economy, you do not chase these 

parameters like fiscal deficit." 
India's federal fiscal deficit was 5.9 trillion 
rupees, or 3.5 percent of GDP, in the 2017-18 
fiscal year. 
"PANIC-STRICKEN" 
Since the state election losses, Modi's 
government has exempted many small 

businesses from paying taxes under a unified 
goods and services tax (GST), and is 
considering raising the income level at which 
people need to pay personal tax. 

The government also plans to spend millions of 
dollars to add new seats in colleges and 
universities to accommodate a 10 percent quota 
announced recently for the less well-off among 
upper caste Hindus and people from other 

religions. 
The Congress party, the main opposition, called 
it the reaction of a "panic-stricken" 
administration. 
"Fearing an impending loss in the election, the 
government wants to bandage this crisis 

situation by giving interest-free loans and 
income-support schemes," said Gourav Vallabh, 

a Congress spokesman. "Like all other schemes, 
this is a hurriedly prepared scheme by a panic-
stricken Modi government." 
He said the countryside was in the throes of the 
"worst agrarian crisis in 20 years", because of 

Modi's shock ban on then existing high-
denomination bank notes in 2016 and a chaotic 
implementation of the GST in 2017.  
TAX BREAKS, HANDOUTS 
The interest-free loans for farmers, to be given 
by state banks who would be compensated by 
the government, could cost 120 billion rupees a 

year, the government sources told Reuters, 
declining to be identified as the discussions are 
not public. 

"But this alone will not be enough," said one of 
the sources. "We will need another 400 billion 
for various schemes that we need to top that 

with." 
They said the personal and commercial tax 
concessions could lead to a revenue loss of up to 
250 billion rupees. This would include a 
proposed GST rate cut for cement to 18 percent 
from 28 percent that would lead to an annual 
revenue loss of 130 billion rupees. 

The sources also said giving 2,000-4,000 rupees 
per hectare to land-owning farmers was another 
option being considered, which would be "costly 
but effective". 

That alone could cost more than 1 trillion 
rupees, they said, but if implemented, the 
government may not go for other measures like 

interest-free loans. 
The Reserve Bank of India (RBI) is likely to pay 
the government a dividend of up to 400 billion 
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rupees by March, Reuters reported earlier this 

month citing sources, but that will far from make 

up the difference. 
Moody's Investors Service has already said 
India's federal fiscal deficit target could slip 
to about 3.4 percent of GDP in the current 
fiscal year because of revenue shortfalls from 
GST collections, lower excise duty and below-
target government asset sales. 

Many Indian states have also let their financial 

discipline slip, especially around the time of 
elections, economists say. 
Moody's said India's combined federal and state 
government fiscal deficit was about 6.6 percent 
of GDP in the last fiscal year, significantly higher 
than the median of 2.6 percent for countries that 
have India's Baa rating. 

"Increased expenditure on income transfers, 
farm loan waivers or other forms of subsidies 
would weigh further on government finances," 
said William Foster, a vice president at Moody's. 
The government's stated commitment is to bring 
down the fiscal deficit to 3.1 percent of GDP by 
the end of March 2020, and to 3 percent by 

March 2021. Those targets could now be 
delayed, the sources said. 
SIMILAR TO CONGRESS 
Long seen as a Hindu nationalist party of the 
middle-class and traders, the BJP is increasingly 
adopting policies more associated with the left-

of-centre Congress. 
Congress has ruled India for most of the more 
than 71 years since independence, and has 
been known for its subsidies, rural 
employment guarantee programmes and a 
cheap food distribution scheme. 

Since defeating the BJP in the heartland states 
of Madhya Pradesh, Rajasthan and Chhattisgarh 
late last year, Congress has announced farm 

loan waivers in those states and has promised to 
do something similar across the country if voted 
back to power in the general election. It has also 
announced free housing and free food 
allowances for the poor, among other measures, 
in these states. 
One of the government sources said the biggest 

financial impact of the federal government's 

planned extra spending would be seen in the 
next fiscal year, which could mean missing the 
short-term fiscal deficit target of 3 percent of 
GDP by 2021. 
But he said the government was not unduly 
worried about such a slippage given that its 

financial discipline has been very good over the 
past five years. 
This person added that the government was also 
expecting a Reserve Bank of India panel, led by 
former Governor Bimal Jalan, to recommend a 
less-conservative contingency reserve for the 

central bank, which could free up trillions of 
rupees for government use in the next 2-3 years 
beginning next fiscal year. Jalan last week 

declined to comment on his panel's planned 
recommendations. 
"We can delay the medium-term fiscal targets 
since we have credibility with the target by a 

year or two and I don’t think markets should see 

this adversely," the source said. 

 
($1 = 71.3360 Indian rupees) 
(Reporting by Aftab Ahmed and Krishna N. Das; 
Additional reporting by Manoj Kumar; 
Edited by Martin Howell and Raju Gopalakrishnan) 
(( Krishna.Das@tr.com ; +91-98711-18314, +91 11 
4954 8026; Reuters Messaging: 
Krishna.Das.thomsonreuters.com@reuters.net , 
Twitter: https://twitter.com/krishnadas56 )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Israel 

Bank of Israel says new govt must take 

steps to trim budget deficit  

13-Jan-2019  
TEL AVIV, Jan 13 (Reuters) - Israel's 

government that will be formed after April's 

general election should take measures to 
ensure the budget deficits in 2020-2022 
converge to the deficit path determined by the 
government, the Bank of Israel said on 
Sunday. 

The Finance Ministry said last week the deficit in 
2019 will be about 3.5 percent of gross domestic 
product, well above the 2.9 percent target. 
At this level the debt-to-GDP ratio is expected to 

increase, or at the very least not decline. 
"In view of the expected deficit level, it is 
important that the current government avoid 
making any decisions that will increase the 

deficit any further this year," the central bank 
said in a statement following a cabinet meeting 
on revising the budget plan for 2020-2022. 
A forecast presented at the meeting expects 

there to be marked deviations from budget 
targets for 2020–2022. 
"This makes it even more necessary to avoid 
deficit-expanding measures until the formation 
of the new government, in relation to the years 
following 2019 as well," the Bank of Israel said, 
adding this would ensure a moderate and 

continued decline of the debt-to-GDP ratio.  
 
(Reporting by Tova Cohen; Editing by Tova Cohen) 
(( tova.cohen@thomsonreuters.com ; +972-9-899-
0222; Reuters Messaging: 
tova.cohen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanon "absolutely not" proposing 

debt restructuring  

14-Jan-2019  
LONDON, Jan 14 (IFR) - The Lebanese 

government is "absolutely not proposing" a 
restructuring of public debt and is committed 

to paying all maturing debt and interest 
payments on the predetermined dates, 
Finance Minister Ali Hassan Khalil said on 
Sunday. 

Khalil, speaking after a meeting with Lebanon's 
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president, prime minister and central bank 

governor, also said the state was committed to 

safeguarding rights of depositors, banks and 
holders of sovereign debt instruments. 
The meeting and statement marked a top-
level effort to reassure investors after 
comments by Khalil about the public debt late 
last week sparked a sell-off in Lebanese 
dollar-denominated bonds. 

After Sunday's meeting, Khalil said current 

proposals were for the implementation of 
reforms to bring spending under control, reduce 
the budget deficit, activate the economy and to 
"secure financial balance". 
Lebanon was bound by its commitments to pay 
"maturities and interest at the predetermined 
dates without any other measure" Khalil said in 

a statement. 
Lebanon has one of the biggest debt-to-GDP 
ratios in the world at around 150 percent, and 
the economy has suffered from years of low 
growth. 
After falling on Thursday on comments by Khalil, 

Lebanon's dollar-denominated sovereign bonds 
tumbled for a second day on Friday when he told 
Bloomberg that a fiscal reform plan included a 
debt rescheduling. 
Khalil, in Friday's comments, said such a 
rescheduling would be undertaken in 
coordination with the central bank and banks. 

The plan did not include any change to 
Lebanon's fixed exchange rate, he told 

Bloomberg. 
The International Monetary Fund urged 
Lebanon in June to carry out "an immediate 
and substantial fiscal adjustment" to improve 
debt sustainability. 

But more than eight months after an election, 

political leaders have still not been able to agree 
a new government that could set about the 
reforms needed to boost confidence. 
Prime Minister-designate Saad al-Hariri's cabinet 
has continued in a caretaker capacity. 
Khalil, a top figure in the Amal Movement led by 
Parliament Speaker Nabih Berri, has recently 

become more vocal in his warnings about the 
economy. Last month, he said Lebanon was in 

an economic crisis that had started to turn into a 
financial one, which he hoped would not become 
a monetary one. 
Khalil has held the post of finance minister since 
2014. A deal on forming the new cabinet to be 

led by Hariri appeared close last month but the 
last obstacle was not resolved. 
 
(Reporting by Tom Perry and Laila Bassam) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanese central bank targets stable 

pound, says bank deposits rose in 2018  

16-Jan-2019  

BEIRUT, Jan 16 (Reuters) - Lebanon's central 

bank aims to keep the exchange rate of its 
pound currency stable in 2019, the bank's 

governor said on Wednesday. 

Riad Salameh also said Lebanese bank deposits 

climbed by 3.5 percent in 2018. 

The comments were his first in public since 
remarks by the finance minister last week about 
Lebanon's public debt triggered concerns that 
the debt might be restructured, leading to a sell-
off in the country's dollar-denominated 

sovereign bonds. 
The government issued a statement on Sunday 
saying it had "absolutely" no plans to restructure 
the debt, helping the bonds to recover. 
The pound has been pegged against the dollar at 
its current level for more than two decades. 
"For 2019, our goals will always be for the 

stability of the Lebanese pound exchange rate," 
Salameh said. "Our view of interest rates is 

stable." 
He said the notable thing about the increase in 
deposits "was in the deposits in foreign 
currencies while the deposits in Lebanese 
pounds remained at the same level, raising 

dollarisation to 70 percent in the Lebanese 
markets." 
The veteran central bank governor did not refer 
to last week's market turbulence in his 
comments to the Arab economic gathering in 
Beirut.  
Lebanon's public debt is one of the biggest in 
the world compared to GDP at around 150 
percent. 
Salameh said Lebanon's economic growth in 
2018 was around 1 percent to 1.5 percent 
according to central bank studies and 
compared this to growth of around 2 percent 
in the region. 

"We could have done 2 percent if the 
government had been formed at the appropriate 

time," he said. Political deadlock is still blocking 
the formation of a new cabinet more than eight 
months after a national election. 
Salameh said recent instructions to money 
transfer firms to pay in Lebanese pounds were 
related to compliance to combat money 
laundering "and not as some tried to frame it as 

either to prevent transfers or to support the 
Lebanese pound". 

 
(Reporting by Ellen Francis and Tom Perry; Editing by 
John Stonestreet) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Malaysian govt bonds end on positive 

note in December   

16-Jan-2019  
KUALA LUMPUR: The Malaysian government 

bonds in the secondary market ended on a 
positive note last month, mostly buoyed by a 
firmer ringgit and expected reduction in the 
number of interest rate hikes by the United 
States Federal Reserve (Fed) this year. 
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Malaysian Rating Corp Bhd (MARC) said these 

developments helped to improve sentiment and 

as a result, local government bonds (govvies) 
were able to take a breather after suffering yield 
surges in the previous month. 
Malaysian Government Securities' (MGS) 
yields fell by between six basis points (bps) 
and 10 bps across the curve last month. For 
the 10-year note, it shed six bps to settle 

lower at 4.07 per cent. 

MARC said there was an overall downwards shift 
of the yield curve. 
"Given that the US Fed's interest rate hike last 
month - the fourth last year - had been widely 
expected, it did not result in any discernible 
impact on the MGS yields," it said. 
MARC said against the backdrop of negative 

geopolitical and geo-economic trends, foreign 
funds continued to withdraw from the local bond 
market last month, though at a slower pace, 
given the firmer ringgit and expectation of fewer 
Fed rate hikes. 
The foreign outflow from both the government 

and corporate bond markets, which totalled 
RM2.2 billion as at last month, was mainly due 
to the paring down of positions in MGS (-RM1.5 
billion) and Treasury bills (-RM1.5 billion). 
MARC said for 2018, the local bond market 
recorded a total foreign outflow of RM21.9 
billion, the highest since 2008 (RM35.2 billion), 

with the outflows coming from MGS standing at 
RM18.3 billion. 

 
Copyright (c) 2019 The New Straits Times Press 
(Malaysia) Berhad 
 
 

Malaysia picks lead arrangers for 

Samurai bond  

18-Jan-2019  
KUALA LUMPUR, Jan 18 (Reuters) - Malaysia 

has picked three lead arrangers for a Samurai 
bond issuance of up to ¥200bn ($1.83bn), 
finance minister Lim Guan Eng said on Friday. 

The Malaysian units of HSBC Holdings and 

Mizuho Financial Group, along with Daiwa 

Capital Markets which will work in partnership 
with Affin Hwang Investment Bank, will be the 
joint lead arrangers, Lim told reporters. 
"The bond is expected to be raised in the next 
few months," Lim said, adding that the Japan 

Bank of International Cooperation will guarantee 
the bond. 
The coupon rate will be no more than 0.65 
percent per annum, he said. 
In November, Prime Minister Mahathir Mohamad 
said the government will issue before March a 
¥200bn Samurai bond with low interest rates to 

pay back some of the "costly" loans taken by the 
previous administration of Najib Razak. 
Since a shock election victory in May, Mahathir 

has blamed the Najib administration for bringing 
the government's total debt and liabilities to 
over M$1trn. 
 
(Reporting by Joseph Sipalan) 

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

Qatar 

Qatar raises 4 billion riyals in five-year 

sukuk  

17-Jan-2019  
DUBAI, Jan 17 (Reuters) - Qatar's central bank 

issued five-year sukuk, or Islamic bonds, 
worth 4 billion Qatari riyals ($1.10 billion) 
and offering a 4.25 percent profit rate, the 
central bank said on its website on Thursday. 

Earlier on Thursday it announced an additional 
sale of 5 billion Qatari riyals in five-year treasury 

bonds offering the same yield. 
 
($1 = 3.6400 Qatar riyals) 
(Reporting by Davide Barbuscia; 
Editing by Alison Williams) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Korea 

Treasury market S. Korea to take steps 

to stabilize Treasury market in case of 

volatility    

14-Jan-2019  
SEJONG, Jan. 14 (Yonhap) -- South Korea will 

take measures to stabilize its Treasury bond 
market in case of sharp volatility, a senior 
government official said Monday, as Seoul 
closely monitors trade talks between the U.S. 
and China and the monetary policies of major 
economies. 

Koo Yoon-cheol, second vice minister of 

economy and finance, made the comments in a 
meeting with executives of South Korean and 
foreign financial companies at a government 
building in Seoul. 

Koo did not elaborate on what those measures 
might be. 
Participants of the meeting said there is a low 

possibility of a sharp flow of foreign funds into or 
out of the South Korean financial market, citing 
South Korea's solid creditworthiness in bond 
markets and its trade surplus, as well as 
reduced geopolitical risks, according to the 
Ministry of Economy and Finance. 
In 2018, South Korea sold a combined 2.125 

trillion won (US$1.9 billion) worth of 50-year 
state bonds amid strong demand for the 
longest-dated Treasury bonds. 
In October 2016, the ministry floated its first-
ever super long 50-year state bonds. The 50-

year debts have the longest maturity of any 

securities issued by South Korea. 
 
entropy@yna.co.kr 
Copyright (c) 2019 Yonhap News Agency 
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Sri Lanka 

Sri Lanka to repay $1 bln foreign debt 

from reserves  

14-Jan-2019  
COLOMBO, Jan 14 (Reuters) - Sri Lanka will 

repay a $1 billion five-year sovereign bond 
due on Monday entirely from its reserves, 
central bank governor Indrajit 
Coomaraswamy said, after three of its state-
run banks failed to raise funds from foreign 
sources.  

The government is struggling to repay its foreign 

loans, with a record $5.9 billion due this year 

including $2.6 billion in the first three months 
alone. 
Officials said a plan to raise funds through state 
banks for full repayment fell through because of 
poor investor appetite for further Sri Lankan 
debt, forcing the recourse to reserves. 

Coomaraswamy said the loan was "being settled 
today." The country's foreign reserves stood 

at just $6.9 billion at the end of 2018, down 
from $7.9 billion in October before a political 
crisis that caused all three major ratings 
agencies to downgrade the country's debt. 

Coomaraswmy said the $1 billion outflow from 
the reserves would be replenished with a 

combination of swaps, term loans and 

international sovereign bonds. 
Investor confidence took a hit when President 
Maithripala Sirisena abruptly sacked Prime 
Minister Ranil Wickremesinghe in October and 
replaced him with pro-China former President 
Mahinda Rajapaksa and dissolved the 

parliament. 
The country's top court ruled the parliament 
dissolution was illegal and Wickremesinghe was 
restored to power in December - but the seven-
week-long crisis hurt the rupee and drove 
sovereign bond yields higher, straining 

government finances. 
 
(Reporting by Shihar Aneez and Ranga Sirilal; Editing 
by Sanjeev Miglani) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

IMF to resume Sri Lanka's loan 

discussion in February  

16-Jan-2019  
COLOMBO, Jan 16 (Reuters) - The International 

Monetary Fund will resume discussions with 
Sri Lanka in February for further disbursal of 
part of a $1.5 billion loan, the lender said, 
after a political crisis led to talks being 
delayed by three months. 

Sri Lanka government leaders had agreed to 
stick to a reform programme following a meeting 
with IMF managing director Christine Lagarde in 

Washington on Tuesday, the bank said in a 

statement. 

Sri Lanka is struggling to restore investor 
confidence and pay down its debt after it was 
plunged into political turmoil in October when 
President Maithripala Sirisena abruptly removed 
Prime Minister Ranil Wickremesinghe and then 
dissolved parliament.  

A court later ruled the move was 
unconstitutional, and Wickremesinghe was 
reinstalled as premier. 
"The IMF remains ready to support the Sri 
Lankan authorities in these endeavors and an 
IMF team is scheduled to visit Colombo in 
mid-February to resume program 

discussions," Lagarde said after meeting with 

Finance Minister Mangala Samaraweera and the 

central bank governor Indrajit Coomaraswamy. 
"We discussed the challenging economic 
environment and the policy priorities for the 
country. The authorities stressed Sri Lanka’s 
continued commitment to their economic reform 
agenda under the IMF-supported program," 

Lagarde said.  
A series of credit rating downgrades have 
made it harder for Sri Lanka to borrow as it 
faces record high repayments of $5.9 billion 
this year, $2.6 billion of which fall due in the 
first three months. 

On Tuesday, the island nation's junior finance 
minister Eran Wickramaratne told Reuters that 
Sri Lanka is considering an offer from Bank of 

China for a loan of $300 million, which could be 
raised to $1 billion, to help it meet repayments 
in coming months. 
 
(Reporting by Shihar Aneez; Editing by Sanjeev 
Miglani & Shri Navaratnam) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2019 
 

EUROPE 

 

CIS Commonwealth Of 

Independent States 

Moody's Says Stable Outlook For CIS 

Sovereigns Balances Growth Against 

Financing, Political Risks  

17-Jan-2019  
Jan 17 (Reuters) - MOODY'S: 
Moody's says stable outlook for cis sovereigns 
balances solid growth against reliance on 
external financing, political risk. 

Moody's, on Commonwealth Of Independent 

States, says political tensions will remain a key 
source of risk to economic stability and reform 
momentum. 
Moody's says does not expect economic reforms 
in the cis to accelerate in 2019 as still-weak 
institutional frameworks will curb policy 
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effectiveness. 
Moody's says heavy reliance on external 
financing will expose the cis region to 
tightening global liquidity. 

Moody's says rigid spending commitments will 
also keep government debt burdens high for 
some cis countries, constraining their fiscal 
strength. 
Moody's says a sharper climb in funding costs 

than currently expected would weigh on the cis 
region's credit quality. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Albania 

Albania to offer 10.3 bln leks (82.4 mln 

euro) of 1-yr T-bills on Jan 22   

17-Jan-2019  
TIRANA (Albania), January 17 (SeeNews) – 
Albania's finance ministry will offer 10.3 
billion leks ($94 million/82.4 million euro) of 
one-year Treasury bills at an auction on 
January 22, according to its issuance 
calendar. 

The finance ministry raised 10.3 billion leks at 
the last auction of one-year government 
securities held on December 28, in line with 
plan. 

The average weighted yield on the government 
securities edged down to 1.36% from 1.43% at 
the previous auction of one-year Treasury bills 
held on December 4. 
 
(1 euro = 123.788 leks) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Belarus 

Russia has not promised Belarus help 

over oil tax overhaul   

14-Jan-2019  
MOSCOW, Jan 14 (Reuters) - Russian Prime 

Minister Dmitry Medvedev said on Monday 
that Moscow has never promised Belarus any 
help over losses incurred due to an overhaul 
of Russia's oil tax after Minsk requested 
compensation. 

Russia has kept Belarus in its political orbit 
through energy subsidies and loans but Moscow 

plans to phase these out to lessen the burden on 
its economy which has been squeezed by 
Western sanctions since its 2014 annexation of 
Crimea. 
"I want to remind you once more that, first of 
all, we have never promised anyone to 

compensate for other countries' lost profit, even 
to the ones who are very close to us," Medvedev 
told a government meeting. 
Russia, Belarus and Kazakhstan have a duty-free 
arrangement under which Moscow has been 
sending crude oil and oil products to Minsk with 

no export fee. Belarus then re-exports some of 

those goods, pocketing the associated charges. 

However, on January 1 Russia halted the 
subsidies as it amended its tax code. 
Medvedev said Russia is continuing talks with 
Belarus in relation to its oil tax reforms. 
Belarus estimates it will lose $300-$400 
million a year due to the oil tax changes. 
Russia says the subsidies cost it billions of 
dollars. 

Moscow suspended negotiations in December, 
saying compensation depends on the degree of 
integration between Russia and Belarus. 
Last week, Belarus President Alexander 
Lukashenko threatened to route the country's 
trade in oil and oil products exclusively through 
the Baltic states, and said Minsk's relations with 

Russia could break down over the subsidy row.  
 
(Reporting by Polina Nikolskaya; writing by Vladimir 
Soldatkin; editing by Jason Neely) 
(( vladimir.soldatkin@reuters.com ; +7 495 775 12 
42; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bulgaria 

Bulgaria's euro membership not before 

mid-2022 

18-Jan-2019   

BRUSSELS, Jan 18 (Reuters) - Bulgaria will 

need to wait at least until mid-2022 to join 

the euro, the EU commissioner in charge of 
the common currency said on Friday. 

The country meets the nominal criteria to adopt 
the euro, with low inflation, healthy public 
finances and its lev currency already pegged to 
the euro, but is also the EU's poorest state and 
has problems at some of its banks. 

Sofia's application last year to join the EU's 
Exchange Rate Mechanism II (ERM-2), a waiting 
room before full euro membership, is likely to be 
successful "by the middle of this year," 
Commissioner Valdis Dombrovskis Dombrovskis 
said in a live chat on social media. 

He added that Bulgaria would need to be a 

member of ERM-2 for two years, and then 
another year would be necessary for "practical 
preparations" before it could join the euro.  
"It takes at least another three years" to adopt 
the euro from when Bulgaria joins the ERM-2, 
Dombrovskis said, effectively setting the date for 
Sofia's accession to the euro zone at not before 

mid-2022.  
 
(Reporting by Francesco Guarascio; Editing by Angus 
MacSwan) 
(( Francesco.Guarascio@thomsonreuters.com ; 
@fraguarascio; +32 2 287 68 17; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bulgaria c/a surplus at 4.8 pct/GDP 

through November  

18-Jan-2019   
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SOFIA, Jan 18 (Reuters) - Bulgaria posted a 

current account surplus of 4.8 percent of 
gross domestic product from January to 
November last year compared with a surplus 
of 7.1 percent in the same period in 2017, 
central bank data showed on Friday. 

For November alone, the current account posted 
a surplus of 58.6 million euros ($66.8 million), 
compared with a deficit of 26 million euros in 
November 2017. 

Foreign direct investment, much needed to 
boost sustainable growth in the Black Sea state, 
remain low at 795 million euros through 
November, compared with 1.3 billion euros in 
the same period in 2017. 
 
($1 = 0.8769 euros) 

(Reporting by Tsvetelia Tsolova, editing by Angel 
Krasimirov) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia to offer 1.1 bln HRK in T-bills 

next week  

17-Jan-2019   
ZAGREB, Jan 17 (Reuters) - Croatia will offer 

one-year treasury bills worth 1.1 billion kuna 
($168.87 million) at an auction on Jan. 22, the 
Finance Ministry said on Thursday. 

At the previous auction, held on Jan. 2, the sale 

beat the target with flat yield of 0.09 percent. 
Occasionally the ministry also offers three-
month and six-month bills as well as those 
denominated in euros. 
The benchmark overnight rate on the local 
money market was quoted at 0.30 percent on 
Thursday and the one-year rate at 0.52 percent. 

Daily market rates change at 1000 GMT. 
 
($1 = 6.5137 kuna) 
(Reporting by Igor Ilic; Editing by Jon Boyle) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Czech Republic 

Scope for Czech rate hikes in next 18 

months  

15-Jan-2019  
VIENNA, Jan 15 (Reuters) - There could be 

several interest rate increases in the Czech 
Republic in the next year and a half, Czech 
central banker Vojtech Benda said on 
Tuesday. 

Benda was one of two central bank board 
members to vote in the minority for a rate 
increase at the last meeting in December, when 
the bank paused after hiking borrowing costs 
five times in 2018 as a growing economy, fast-

rising wages and weaker-than-expected 

currency pushed up price pressures.  
But Benda said on Tuesday he took no view on 
whether there should be a hike when the bank 
meets again in February, the first policy 
meeting of 2019.  

"I still see the scope that in a monetary policy 
horizon the interest rate might increase (by) 
several hikes but of course it will depend on the 

development of the external environment and 
the development of the exchange rate and 
domestic inflationary pressures," he told 
reporters at a Euromoney conference. 
He added that the horizon he was referring to 
was a year and a half. 
When asked on the scope for tightening now, 

Benda said: "I will see based on the next 

forecast."  
Governor Jiri Rusnok was quoted last week as 
saying in weekly magazine Ekonom that the 
main two-week repo rate, currently sitting at 
1.75 percent, was very likely to rise above 2 
percent this year. 

The Czech bank has been the most aggressive of 
European Union rate setters in tightening policy, 
initially lifting rates from near zero in 2017.  
At its last meeting on Dec. 20, it left the main 
rate unchanged, saying lower inflation and 
external factors weighed against the need to 
push on with further increases. 

 
(Reporting by Francois Murphy, editing by Jason Hovet 
and Ed Osmond) 
(( francois.murphy@thomsonreuters.com ; +43 1 531 
12 254; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kosovo 

Kosovo to offer 20 mln euro of 2-yr T-

notes on Jan 23  

17-Jan-2019  
PRISTINA (Kosovo), January 17 (SeeNews) – 
Kosovo's finance ministry said on Thursday it 

will offer 20 million euro ($22.8 million) 
worth of two-year Treasury notes at an 
auction on January 23. 
At the last auction of two-year T-notes held on 
October 23, the average weighted yield rose to 
1.75%, from 1.58% at the previous auction held 
in August, according to figures posted on the 
website of Kosovo's central bank. 

 
($ =0.87702 euro) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Macedonia 

Macedonia sells 700 mln denars (11.3 

mln euro) of 2-yr T-notes  

15-Jan-2019   
SKOPJE (Macedonia), January 15 (SeeNews) – 
Macedonia's finance ministry raised 700 
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million denars ($13 million/11.3 million euro) 
from the sale of two-year Treasury notes at 

an auction, in line with plan, the country's 
central bank said. 

The central bank sells government securities on 
behalf of the finance ministry through volume 
tenders, in which the price and coupon are fixed 
in advance and primary dealers only bid with 
amounts. 

 
(1 euro = 61.11 denars) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Poland 

Poland to approve budget on 

Wednesday, PiS MP dismisses election 

talk  

15-Jan-2019   
WARSAW, Jan 15 (Reuters) - Poland's 

parliament will approve its 2019 state budget 

on Wednesday, the head of the finance panel 
told Reuters, which observers said would 
reduce the chances of an early election.  

Political sources have suggested the ruling Law 
and Justice (PiS) party, which dominates 
parliament, might not approve the budget in 
order to trigger an election in March. National 
elections are due in the autumn, but moving 

them earlier could give PiS a better chance of 

winning.  
"Today we have a sitting of the finance panel 
that is to discuss 100 amendments to the 
budget and tomorrow ... voting on the budget in 
the lower house of parliament is planned," 
Janusz Szewczak, who is also a PiS MP, told 

Reuters on Tuesday. 
He dismissed talk of an early election. 
Parliament must pass the budget by the end of 
January. If it does not, the president, who is a 
PiS ally, could call an early election. 
Some opposition politicians have said that PiS 

might seek to call a national election ahead of 
European elections in May that it fears may 

galvanise voters opposed to the nationalist 
ruling party, especially in urban areas. A good 
result for the opposition in European polls would 
also give it more control over the political 
narrative in Poland ahead of the election. 
PiS has faced EU criticism over reforms to the 
rule of law that opponents say tilt towards 
authoritarianism but has recently softened its 
tone towards the EU, which a recent Eurostat 
poll showed 70 percent of Poles want to 
remain part of.  

An opinion poll published on Sunday by Polish 
tabloid Super Express showed PiS would win 37 
percent of the vote if national elections were 

held now, well ahead of the opposition. 

The fatal stabbing of the staunchly anti-PiS 
mayor of Gdansk, Pawel Adamowicz, at the 
weekend may engage more young voters in 
politics, however, a senior opposition source 
said. 
That could boost more liberal parties.  

"I think that my generation will become active 

now, it is visible in social media -- everyone 

reacts, supports each other," a 20-year-old 
student Beata Dawidowicz told Reuters on 
Monday at a commemoration of Adamowicz's 
death in Gdansk. 
"The political scene will change a lot. My 
colleagues, who have different views on politics, 

my whole generation, agrees that this (stabbing) 
is unacceptable," she said. 
Poland's former Prime Minister Marek Belka told 
private Radio Zet that chances for early elections 
have fallen significantly in these circumstances. 
"There was a lot of talk about early general 

elections. What happened on Sunday takes this 
issue off the table. You can't conduct an election 
campaign in such an atmosphere," he said. 

 
(Reporting by Marcin Goclowski; additional reporting 
by in GDANSK Pawel Goraj and Malgorzata Wojtunik, 
Editing by Joanna Plucinska and Catherine Evans) 
(( marcin.goclowski@thomsonreuters.com ; +48 22 
6539724; Reuters Messaging: 
marcin.goclowski.reuters.com@thomsonreuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romania's 11-month C/A deficit 

expands 60 pct y/y  

14-Jan-2019   

BUCHAREST, Jan 14 (Reuters) - Romania's 

current account deficit expanded by about 60 
percent on the year to 8.73 billion euros 
($10.00 billion) in January-November, central 
bank data showed on Monday. 

Foreign direct investment was 4.8 billion euros, 
against 4.5 billion in January-November 2017. 
Long-term external debt fell 1.2 percent from 

the end of 2017 to 67.7 billion euros. 
 
($1 = 0.8731 euros) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 527 
0313; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania's end-November foreign debt 

rises  

14-Jan-2019  
BUCHAREST (Romania), January 14 (SeeNews) - 
Romania's foreign debt rose to 99.4 billion 
euro ($114 billion) at the end of November 
from 97.361 billion euro at end-2017, the 
central bank, BNR, said on Monday. 

The end-November figure includes 67.726 billion 

euro in long-term foreign debt, down from 68.52 
billion euro at the end of 2017, BNR said in a 

balance of payments report for November, citing 
provisional data. 
Long-term external debt service ratio fell to 20% 
at end-November, compared to 25% at the end 

of 2017. 
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Goods and services import cover stood at 4.8 

months at end-November, from 5.4 months at 

end-2017. 
The ratio of the BNR’s foreign exchange reserves 
to short-term external debt by remaining 
maturity came in at 72.4% at end-November, 
against 79% at end-2017. 
 
($= 0.8724 euro) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Romania sells below target 83.5 mln 

euro in 2023 T-notes, yield rises  

16-Jan-2019  

BUCHAREST (Romania), January 16 (SeeNews) - 
Romania on Wednesday sold 83.5 million euro 
($95.2 million) worth of Treasury notes 
maturing on December 13, 2023, below the 
initial target, central bank data showed. 

The average accepted yield was 0.97%, up from 
0.95% achieved in the previous auction of 
government securities of the same issue held in 

December, the data indicated. 
Demand for the Treasury notes, which carry an 
annual coupon of 1%, fell to 132.2 million euro 
from 374.5 million euro in the December 
auction. 
Romania's finance ministry plans to auction 3.26 
billion lei ($794 million/696 million euro) worth 

of government securities in January, including 

360 million lei in non-competitive offers. 
In 2018, the finance ministry has sold roughly 
43 billion lei of government securities and has 
raised 3.75 billion euro on international markets 
from the sale of 2028 and 2030 Eurobonds, as 

well as $1.2 billion of 2048 dollar bonds. 
Since the beginning of 2019, the finance 
ministry has sold roughly 1 billion lei and 83.5 
million euro. 
 
($=0.8769 euro) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Turkey 

Turkey will not stray from budget 

discipline in coming period, Albayrak 

says  

15-Jan-2019   
ANKARA, Jan 15 (Reuters) - Turkey will not 

stray from budget discipline in the coming 
period, Finance Minister Berat Albayrak said 
on Tuesday, after announcing a budget deficit 
of 18.1 billion lira ($3.33 billion)in December. 
In a series of tweets, Albayrak also said a strong 

fiscal policy in line with the monetary policy 
would support the rebalancing in the economy, 
especially Turkey's fight against inflation. He 

also said the budget deficit to GDP ratio stood at 
1.9 percent in 2018. 
 
($1 = 5.4335 liras) 
(Reporting by Tuvan Gumrukcu and Ece Toksabay; 

Editing by David Dolan) 
(( tuvan.gumrukcu@tr.com ; +90 312 292 7021; 
@tuvangumrukcu; Reuters Messaging: 
tuvan.gumrukcu.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Turkish 2018 budget deficit 72.6 billion 

lira  

15-Jan-2019  

ANKARA, Jan 15 (Reuters) - The 2018 Turkish 

budget showed a deficit of 72.6 billion lira 
($13.35 billion), Turkey's finance minister 
said on Twitter on Tuesday. 

The 2018 budget showed a primary surplus, 
which excludes interest payments, of 1.3 billion 
lira, the ministry said in a statement. In 

December 2018 alone, budget showed a deficit 

of 18.1 billion lira and a primary deficit of 16 
billion lira. 
 
($1 = 5.4388 liras) 
(Writing by Ece Toksabay; Editing by David Dolan) 
(( ece.toksabay@tr.com ; +90 312 2927022; Reuters 
Messaging: ece.toksabay.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

All clear or keep clear? Turkey's lira 

still vulnerable  

16-Jan-2019  
By Karin Strohecker and Marc Jones 

LONDON, Jan 15 (Reuters) - Having suffered its 

worst year in nearly two decades in 2018, 
Turkey's lira was earmarked by many as the 

"comeback kid" of this year - with local 
policymaking getting the benefit of the doubt 

at last and global currency markets calming. 
But January so far has proved a far more 
uncomfortable affair.  
Turkey's toxic cocktail of regional political 
tension, domestic governance worries and 
monetary and fiscal policy uncertainty continues 

to frustrate any attempted rebound. 
And the hangover from the 2018 currency 
collapse has still to hit the local economy with 

full force, testing the central bank's resolve in 
being able to keep interest rates at current 
punitive levels to defuse the lira-fuelled 
inflationary surge.  

Rising tensions with its NATO ally, the United 
States, fears that the central bank could cut 
rates too early - it meets for the first time this 
year on Wednesday - and a government willing 
to loosen the purse strings in the run-up to 
municipal elections in March have seen the lira 

underperform its peers.  
"If the market concerns subside in the coming 
days, then maybe the lira would stabilize as 
well, but I think what is more important is the 
continuation of these factors, and some of them 

will be with us clearly for the time being," said 
Inan Demir at Nomura.  

Below are five charts that illustrate the recent 
selloff and foreign investors' involvement in 
Turkey's $631 billion economy. 
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LANGUISHING LIRA 
Following six straight years in the red, the lira 
has slipped 3 percent year-to-date, making it 
the worst performing emerging market 
currency so far in 2019.  

The latest relapse started when Japanese retail 
investors, who had put money back at stake in 
Turkey in late 2018, sold out dramatically on 
Jan. 3, pushing the lira nearly 10 percent lower 

against the yen. According to Tokyo Financial 
Exchange data, Japanese retail investors cut net 
lira long positions by 42,743 contracts that day, 
the most since the August 2018 selloff.  
"Japanese retail investors whose appetite for 
carry trade offered by EM currencies tends to 
cause havoc when inevitably they get caught on 

the wrong side of the trade by market volatility," 

said Rabobank's Piotr Matys.  
SULTRY STOCKS 
Turkey's $109 billion stock market had a 
difficult 2018, falling 20 percent in lira terms.  

Stocks and debt suffered net sales from foreign 
investors last year, according to Institute of 
International Finance data. The last time both 

asset classes saw outflows was during the 2015 
crisis. Equities haemorrhaged over $1 billion in 
2018. 
Central bank data show that trend continued in 
2019: Non-resident net-transactions recorded an 
outflow in shares and domestic debt securities in 

the week ending Jan. 4. 
DEAR DEBT  
Assessing deviations from long-term averages 
for Turkish government bonds, J.P. Morgan 
found Turkey's 10-year government bonds to 

be the most expensive in the world. Deutsche 
Bank warned this week Turkish debt was on its 
list of things to avoid.  

Real returns on Turkish government debt are 
deeply negative with 10-year government bonds 
yielding 15.7 percent, while inflation stood a 
touch over 20 percent.  
GRATING RATINGS  
Turkey saw a rash of rating downgrades from 
the main agencies last year as its woes 

escalated. S&P Global, traditionally the most 
aggressive in its moves, cut it twice in three 

months as did Moody's. But Moody's and Fitch's 
score are still S&P's B+ rating, so there could be 
some more to come.  
Is the Turkey shock done? "From a macro 
perspective maybe there's a little bit more to 

come," said Fitch's chief sovereign analyst 
James McCormack. "We will be focused on the 
public finance implications."  
VOLATILE TIMES 
Derivatives markets used by traders to bet on or 
hedge against currency swings point to a calmer 

time for the lira this year, albeit not completely 
calm. 
Implied volatility options covering all the way 

from next week to next year are at less than half 
the level they were back in August at the height 
of the lira meltdown. They are, however, still 
double where they were this time last year when 

emerging markets were still on the surge 
globally.  

RATE EXPECTATIONS 
Turkey's central bank is expected to keep its 
main rate at 24 percent on Wednesday. 
However, with inflation falling fast, a long record 
of surprising markets and a president advocating 
low rates, experienced Turkey watchers fear it 
could cut soon, even if not this time.  
How soon and how deep it cuts will be key to 
both lira and bond market performances.  

A survey published by the Turkish central bank 
last week showed expectations for rates to drop 
4.5 percentage points to 19.5 percent over this 
year. Money markets, although sometimes 
volatile, are not predicting such a dramatic 
move, instead pointing to a fall to 22-23 

percent.  
 
(Reporting by Karin Strohecker and Marc Jones in 
London, additional reporting by Hideyuki Sano in 
Tokyo 
Editing by Mark Heinrich) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Latin American  bond markets - Mexico 

deal shines on strong investor demand   

16-Jan-2019  
By Paul Kilby 
NEW YORK, Jan 16 (IFR) – Latin American  

bond markets, after a two-month hiatus in 
deals, are finally seeing some action with 
Mexico the second sovereign out of the region 
this week to sell bonds.  

Uruguay ended the gridlock in issuance on 
Tuesday with a well received 12-year amortizing 
bond, and Mexico followed its lead with a new 
US$2bn 2029 bond on Wednesday. 
Order books on Uruguay's deal peaked at 
US$5.7bn, proving that investors have money to 

put to work.  

And US$9.5bn of demand for Mexico's latest 
deal further underscored the strength of pent-up 
demand among a buyside starved of new issue 
options after long lull in supply and following 
renewed inflows last week.  
Even so, timing for a deal from Mexico - typically 
a first mover among Latin America issuers in any 

year - was thrown in doubt last week after 
investors expressed disappointment to 
responses during Q&A sessions. 
And while officials from state-owned oil company 
Pemex took the brunt of criticism during those 
meetings, spreads in sovereign paper also 

widened in their wake.  
"It was more on Pemex than UMS, but they were 
guilty by association," a banker told IFR.  
"But the pressure of always being the first to 
issue (each year) can't be an easy burden to 
bear. Not coming would have perhaps been a 
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sign that something was wrong and I am sure 

they didn't want to feed that story."  

And while levels may not have been ideal, prices 
on the existing sovereign bonds have been on an 
upward trajectory since late November - 
notwithstanding a few bumps along the way. 
Since then the 2028s have climbed a good four 
points to trade on Tuesday at around 95, 

according to Refinitiv data. 
"I think they want to do a clean print and 
demonstrate straight access and open the door 
for others," said a second banker.  
Yet while leads played it safe with relatively 
generous initial price thoughts of T+210bp area, 

they were quick to pull in pricing a good 25bp 
before launching the deal at T+185bp, the tight 
end of guidance of T+190bp (+/-5bp). 

With the existing 2028 trading on Tuesday at a 
G-spread of around 171bp, the new issue 
concession came as tight as 5bp, say bankers.  
"If Mexico wanted to walk away saying they got 

a well oversubscribed deal and didn't pay a big 
concession, they certainly got it," said a senior 
banker.  
WIDE TO PEERS 
Even so, market uncertainty over the policy 
direction of the administration of the 
country's new populist president Andres 
Manuel Lopez Obrador is arguably being 
priced into Mexico's spreads. 

At T+185bp, Mexico's new 10-year came wider 
than the lower rated Uruguay (Baa2/BBB/BBB-), 

which printed a 12-year amortizer with an 11-
year average life on Tuesday at T+175bp. 
It also came wider to Colombia (Baa2/BBB-
/BBB) whose existing 10-year bond has been 
trading at G-spread of 165bp, and extremely 

wide to Peru (A3/BBB+/BBB+) whose 2027 
trades at a G-spread of 86bp. 
"If you are compare it to Peru it is very cheap as 
its ratings are closest to Mexico's but Peru has 
been taking out a lot of its dollar debt," said the 
senior banker. 

At the end of the day, positive technical driven 
by light supply and renewed inflows were seen 
by some as driving demand for deal from a 
country that is still seen as a quality name. 

"I assume it is cheap for a reason, but I am not 
sure that 10-20bp cheap to Colombia is going to 
encourage people to jump in," said an investor. 

"It is more technicals."  
Barclays, Bank of America Merrill Lynch and 
Morgan Stanley are acting as joint bookrunners 
on the Mexico issue, which is expected to be 
rated A3/BBB+/BBB+. 
Proceeds are slated for general purposes, 
including refinancing and retirement of domestic 

and external debt. Pricing is expected later on 
Wednesday.  
 
(Reporting By Paul Kilby 
Editing by Jack Doran) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

 

Argentina 

Argentina central bank buys $30 mln in 

forex market  

16-Jan-2019  
BUENOS AIRES, Jan 16 (Reuters) - Argentina's 

central bank said it bought $30 million at an 
average price of 37.4740 per U.S. dollar in the 
foreign exchange market on Wednesday.  

The central bank has been intervening by buying 
up to $50 million every day since Jan. 10 in an 
effort to keep the peso currency within a 

targeted band. The bank has so far bought $190 
million.  
 
(Reporting by Walter Bianchi and Cassandra Garrison; 
writing by Cassandra Garrison 
Editing by Susan Thomas) 
(( Cassandra.Garrison@thomsonreuters.com ; +54 11 
5544 6746; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil's economy set to rebound on 

new government reforms  

18-Jan-2019   

By Gabriel Burin 

BUENOS AIRES, Jan 18 (Reuters) - Brazil's 

sluggish economic growth will pick up smartly 
this year, provided President Jair Bolsonaro's 
new government implements promised 
budget-tightening reforms and helps expand 
the private sector, a Reuters poll showed on 
Friday. 

Brazilian growth was forecast at 2.4 percent in 

2019 versus 1.3 percent last year, according to 
the median estimate of 53 economists surveyed 
Jan. 9-16. It would be the fastest since 2013, 
when a commodity-led prosperity cycle ended 
abruptly. 
Still, that was a slight downgrade from a poll 
taken in October last year, as was the 2020 
forecast of 2.5 percent, implying analysts are 

if anything a bit more cautious about 
Bolsonaro's ability to shift the economy into a 
higher gear. 

Expectations are pinned on the overhaul of a 
costly state pension system the newly elected 
president blames for chronic budget deficits. 
Resistance from public servants, unions and 
other groups has derailed similar efforts in the 

past. 
"The passage of a modest-to-ambitious pension 
reform would encourage greater investment, 
attract capital inflows, (and) drive a stronger 
exchange rate," Standard & Poor's Latin America 
Senior Economist Elijah Oliveros-Rosen said. 

Replacing the current arrangement based on a 

guaranteed package of retirement benefits with 
private pension funds fed by individual 
contributions would lift internal savings and 
propel the economy, a government official said 
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last week. 

"The uncertainty lies on how ambitious the final 

bill will be, and whether it will be enough to 
arrest the current rapid growth in public debt 
within a reasonable timeline," Oliveros-Rosen 
added. 
In a sign of difficulties to get the plan moving 
even at the first stage, divisions quickly 

emerged between Bolsonaro's political and 
economic teams over changes to Brazil's social 
security and its complex tax code. 
However, improving business sentiment coupled 
with stability in local markets and relatively low 
interest rates would prompt a 9.3 percent jump 

in fixed investment, fueling the recovery, Credit 
Suisse said in a report. 
Brazilian shares have yielded investors almost 

15 percent in dollar terms since the end of 2018 
after Bolsonaro's first policy clues. The mood in 
the streets is less cheerful, with high 
unemployment expected to persist.  
LESS OPTIMISM IN MEXICO, ARGENTINA 
The outlook for Mexico's economy is more 
opaque.  
Poll participants projected growth at 2.0 
percent in 2019, close to last year's 
performance, while all but one of eight 
analysts who answered a separate question 
saw risks tilted to the downside. 

Credit Suisse was the most pessimistic with a 
forecast of just 1.2 percent, citing weaker U.S. 

growth, reduced confidence among private 

sector firms, and likely struggles to execute the 
country's budget in the first year of a new 
government. 
"Gasoline shortages in various cities in early 
2019 will not help either," the bank added. A 
crackdown by President Andrés Manuel López 

Obrador on rampant fuel theft has turned into a 
battle to prevent economic chaos. 
Credit Suisse cited the cancellation of the 
construction of Mexico City's new airport and the 
decision to halt oil auctions as elements hurting 
sentiment, and warned of uncertainty regarding 
legislative proposals from López Obrador and his 

party. 
Some items to watch in the next few quarters 

include potential changes to legislation on 
commissions charged by commercial banks and 
changes to taxation to specific industries, it said. 
Mexico's central bank was seen keeping its 

guard up in the face of potential market-
disruptive forces. Economists in the poll 
anticipated the Bank of Mexico's benchmark rate 
to stay at 8.25 percent during 2019, its highest 
in more than 10 years. 
Meanwhile, Argentina's economy was expected 
to contract 1.2 percent this year after shrinking 

2.5 percent in 2018. Analysts maintain faith in 
grains exports as the engine that will start to 
bring about expansion again in the second half 

of the year. 
But the country's political twists in an election 
year and exposure to global volatility "are two 
risks that could jeopardize the expected 

economic upturn," BTG Pactual's Andrés 
Borenstein said. 

 
(Reporting by Gabriel Burin; Editing by Andrea Ricci) 
(( gabriel.burin@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2019. 
 
 
 

Colombia 

Fitch Says Budget Cuts Necessary To 

Hit Colombia Fiscal Targets  

17-Jan-2019  
Jan 17 (Reuters) -  
Fitch says budget cuts necessary to hit 
Colombia fiscal targets. 

Fitch says Colombian government's long track 

record of prudent and consistent macroeconomic 

policies is a significant rating strength. 
Fitch says Colombian government is studying 
divestment of public assets and introduction of 
oil hedges to mitigate risks for meeting fiscal 
goal. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Costa Rica 

Fitch Downgrades Costa Rica To 'B+' 

Outlook Negative  

15-Jan-2019  
Jan 15 (Reuters) - FITCH:  
Fitch downgrades Costa Rica to 'B+'; outlook 
negative. 

Fitch says downgraded Costa Rica's long-term 
foreign-currency IDR to 'B+' from 'BB' 

Fitch says removed Costa Rica from rating watch 
negative. 
Fitch, on Costa Rica, says downgrade reflects 
persistently wide fiscal deficits, high near-
term financing needs, budget financing 
constraints. 

Fitch says Costa Rica's outlook reflects risks 
tilted to downside given ongoing uncertainty 

surrounding government financing amidst high 

interest rates, shorter debt maturities. 
Fitch says Costa Rica's ability to meet financing 
needs remains uncertain pending congressional 
approval for external borrowing & amid high 
domestic financing rates. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Fitch Says Mexico Financial Plan Credit 

Positive, But Faces Challenges   

16-Jan-2019  
Jan 16 (Reuters) - Fitch Ratings: 
Fitch says Mexico financial plan credit 
positive, but faces challenges. 
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Fitch, on Mexico financial plan, says proposed 

measures should be largely neutral for banks 

and non-bank financial institutions (NBFIS) in 
near term. 
Fitch on Mexico's financial plan says increased 
financial inclusion is generally positive for 
financial systems if managed prudently. 
Fitch, on Mexico financial plan, says initiative 

could also boost NBFI credit growth as these cos 
are primary players in providing private credit in 
Mexico. 
Fitch, on Mexico financial plan, says there are 
risks to broad credit growth amid economic 
uncertainty, in an inflationary environment. 

Fitch says Fintech spend supportive of its rated 
Mexican banks' credit fundamentals in medium 
term, under assumption it leads to greater 

efficiencies. 
Fitch says Mexican banks appear to be 
adequately capitalized to fund higher growth 
rates, while still absorbing costs of increased 

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

Uruguay 

Uruguay on course to break silence in 

Latin America  primaries  

15-Jan-2019  
By Paul Kilby 
NEW YORK, Jan 15 (IFR) - Uruguay was on 

course on Tuesday to become the first LatAm 
borrower to tap the international markets this 

year following a long drought in the region's 
primaries. 
The sovereign has set initial price thoughts of 
very low 200bp over US Treasuries on a 
benchmark-size 12-year amortizing bond 
maturing on January 23 2031.  

If all goes well, Uruguay might encourage other 
issuers to move forward, setting a gauge for 
pricing and concessions following a close to two-

month lull in the primaries.  
The last US dollar deals from the region came 
from Bermuda and CAF on November 15, 

according to IFR data. 
Sovereign borrowers such as Chile, Paraguay 
and the Dominican Republic are all heard 
mandating, but many have been sitting on the 
sidelines for fear of paying a high first-mover 
concession.  
"Uruguay will be useful," said a banker away 

from the deal. "It is not the usual first name, but 
it is a good triple B, low beta sovereign to 
confirm new issue concessions." 
At very low 200bp, the deal is starting off about 
47bp-60bp over the closest but shorter dollar 

bond along its curve - the 2027 
That amortizing bond, which is now about 8.75 

years, has been trading at a G-spread of 153bp, 
the banker said.  
Accounting for the curve differential, fair value 

for the new bonds, which has an average life of 

around 11 years, is 175bp, or 190bp if a 15bp 

new issue concession is included.  
"They may try to get to 190bp or even speed 
through it," the banker said.  
Spreads across the LatAm sovereign complex 
have tightened year to date, with average 
spreads on Uruguayan debt tightening 20bp 
over that period, according to ICE BAML data. 

Indeed, some bankers say that Uruguay is 
looking tight against other similarly rated 
sovereigns like Colombia(Baa2/BBB-/BBB) and 
Mexico (A3/BBB+/BBB+). 
Those countries have 10-year bonds that are 
trading at G spreads of 165bp and 175bp, 
respectively, according Refinitiv data. 

"People might complain it trades tight versus 

Mexico and Colombia, but there is more noise 
around the budget in Colombia and Mexico (has 
its own perception problems)," the banker said. 
Uruguay's bond is being done in conjunction 
with a cash tender for outstanding 8% 2022s, 
4.5% 2024s and 4.375% 2027s, with a purchase 

price of 113.401, 103.225 and 102.275, 
respectively. 
Itau, JP Morgan and Scotiabank are acting as 
joint bookrunners on the trade, which is 
expected to be rated Baa2/BBB/BBB-. 
 
(Reporting by Paul Kilby 

Editing by Jack Doran) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela 

Russia offers Venezuela plan to tackle 

economic problems  

15-Jan-2019  
MOSCOW, Jan 15 (Reuters) - Russia has 

offered Venezuela a plan to tackle its 
economic problems, Russia's deputy finance 
minister was quoted by RIA news agency as 
saying on Tuesday.  

Venezuela has not asked Russia for a new loan, 

but it is servicing its debt to Russia under new 
arrangements following a debt restructuring 
deal, Sergei Storchak was quoted as saying.  
 
(Reporting by Maria Kiselyova; Writing by Tom 
Balmforth; Editing by) 
(( Tom.Balmforth@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela bonds rally as opposition 

challenges Maduro  

16-Jan-2019  
By Corina Pons and Rodrigo Campos 
CARACAS/NEW YORK, Jan 16 (Reuters) - 
Venezuelan bonds have rallied sharply over 
the past week as the country's opposition has 
mounted a renewed legislative challenge to 
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President Nicolas Maduro, whose second term 
in office started this month and has been 

widely dubbed as illegitimate. 

The opposition-run congress on Tuesday 
declared Maduro a usurper, and the United 
States and numerous Latin American 
governments have called the legislature the 
country's only legitimate institution. 
The country's bonds are nearly all in default as 

Venezuela's hyperinflationary economy spirals 
downward and investors see little chance of a 
debt restructuring under Maduro, whose 
government is under sanctions by the United 
States. 
Venezuela's benchmark 2027 bond is trading 
at a more than five-month high of 28 cents on 
the dollar, rising from under 23 cents just 

over a week ago for a paper return of over 20 

percent. The state oil company Petroleos de 
Venezuela Feb 2022 bond is also a near five-
month high of 24.5 cents. 
"There are some signs of defections and some 
news reports of the U.S. mulling over 
intensifying sanctions ... all of that is adding to a 

renewed possibility of change in regime 
combined with very depressed prices," said 
Shamaila Khan, director of emerging market 
debt at AllianceBernstein in New York.  
AB's EM Debt portfolio owned Venezuela's 2027 
bond as of a September 2018 filing. 
"There has been speculation in the past and 

right now that's all it is, speculation," she said, 

on the possibility of a change in the government. 
The combative 35-year-old Juan Guaido, the 
new leader of the congress, has said he is willing 
to assume the presidency to replace Maduro due 
to accusations of fraud in last year's election. 

Advisers to U.S. President Donald Trump are 
considering recognizing Guaido as the country's 
legitimate leader, sources have said.  
To be sure, an investor in Venezuela who 
asked not to be identified said because of low 
prices and exceptionally thin trading volumes 
"any fund that decides to make a speculative 
purchase will move the market." 

Prices could also be benefiting from a double-

digit percentage rise in oil prices so far this year. 

Maduro's government and state-owned 
companies owe some $8 billion in unpaid 
interest and principal amid the collapse of the 
country's once-wealthy socialist economy. 
A group of creditors has demanded payment on 
a $1.5 billion Venezuelan bond that is in default, 

kicking off a long-awaited showdown between 
debt holders and the crisis-wracked OPEC 
nation. 
Maduro says the government is victim of an 
"economic war" led by opposition adversaries. 
 
(Reporting by Corina Pons and Rodrigo Campos, 

Writing by Brian Ellsworth, Editing by Rosalba O'Brien) 
(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

SUB-SAHARAN AFRICAN REGION 

Moody's Says 2019 Negative Outlook 

For Sub-Saharan African Sovereigns 

Reflects Ongoing Fiscal, External 

Challenges  

14-Jan-2019  
Jan 14 (Reuters) -  
Moody's says 2019 negative outlook for Sub-
Saharan African sovereigns reflects ongoing 

fiscal and external challenges despite easing 
credit pressures. 

Moody's says going into 2019, 15 of 21 

sovereigns that Moody's rates in Sub-Saharan 
Africa Region have stable outlook, while six hold 
negative outlook. 
Moody's says negative outlook for sovereigns in 
Sub-Saharan Africa driven by persistent credit 

challenges related to their ongoing fiscal, 
external vulnerabilities. 
Moody's says the presence of IMF programs 
throughout the Sub-Saharan African region 
supports the fiscal outlook and reform impetus 
for 2019. 

Moody's says expects Sub-Saharan Africa's 
gradual economic recovery of 2018 to continue 
this year. 
Moody's says political risk remains a key 
credit constraint for several Sub-Saharan 
African sovereigns. 

Moody's says Nigeria and South Africa will 
recover slowly but growth in these countries will 

remain well below levels seen in the first half of 
the decade. 
Moody's says most governments across Sub-
Saharan African Region plan further fiscal 
consolidation this year, although progress 
remains gradual. 
Moody's says exposures to tightening global 

financing conditions vary across Sub-Saharan 
African Region. 
Moody's says political risk remains a key credit 

constraint for several Sub-Saharan African 
sovereigns. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 

(c) Copyright Thomson Reuters 2019. 
 
 

Egypt 

Egypt plans $2 billion worth of Samurai 

bonds 

13-Jan-2019  
CAIRO, Jan 13 (Reuters) - Egypt intends to 

issue $2 billion worth of Japanese yen-
denominated bonds in the coming week, two 
government sources said, part of up to $7 
billion in planned foreign bond offers.  

Finance Minister Mohamed Maait said his 

ministry had received cabinet approval for $3 
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billion to $7 billion of foreign bond offers.  

He did not say what currency bonds would be 

sold in or specify the time frame, though he said 
Egypt was looking "to diversify currencies, 
products and markets to find good financing 
alternatives".  
"The ministry has got approval from the cabinet 
to offer international bonds and the procedures 

have started," Maait told reporters on the 
sidelines of an investment conference.  
"The value will not be less than $3 billion and 
will not exceed $7 billion." 
Egypt has struggled to recover from years of 
turmoil after the 2011 pro-democracy 
uprising, and has borrowed heavily from 
abroad since it began an economic reform 

programme backed by the International 
Monetary Fund (IMF) in late 2016.  

Maait said in December that Egypt was aiming 
for at least two foreign currency bond issues in 
the first quarter of 2019. 
Egyptian officials have previously said Japanese 
yen and Chinese yuan were two of the 
currencies they were considering as the country 

looks to sell debt in currencies other than the 
euro and U.S. dollar. 
Egypt raised 2 billion euros in bonds in April 
2018, its first issue in the single currency.  
Proceeds from the issue of so-called Samurai 
bonds will be used to repay debts of state oil 

company Egyptian General Petroleum Corp 
(EGPC), according to one of the government 

sources, speaking on condition of anonymity. 
Ahead of the expected bond issue, Deputy 
Finance Minister Ahmed Kouchouk went to Japan 
last week as part of a promotional roadshow 
that includes Singapore, one of the sources said. 

Neither Maait nor Kouchouk responded to 
requests for comment. 
Egypt's foreign debt stood at $92.64 billion at 
the end of the financial year in June. Its 
borrowing requirement for the repayment of 
external debt is $10.51 billion in the current 
financial year. 

 
(Reporting by Ehab Farouk 
Writing by Aidan Lewis 
Editing by Mark Heinrich) 
(( Aidan.Lewis@tr.com ; +20-1001174410; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt yet to set details of Asian market 

bond issue  

14-Jan-2019  
Jan 14 (Reuters) - Egypt has not set a date for 

issuing bonds on the Asian market nor 
decided their amount and currency, the 
finance ministry said on Monday, a day after 
two government sources said $2 billion worth 
of yen-denominated papers would be offered 
in days.  
Egypt has struggled to recover from years of 
turmoil after a 2011 uprising and has borrowed 
heavily from abroad since signing an 
International Monetary Fund (IMF) loan deal in 
2016. 

The value of the Asian market issue would be 

limited because its aim is to build a yield curve, 

the ministry said. 
In its statement, the ministry added that it 
would complete a roadshow to promote Egypt's 
international bonds in February with visits to 
Hong Kong, Taiwan and Gulf nations. 
As part of the roadshow, Finance Minister 

Mohamed Maait visited Seoul in October.  
Deputy Finance Minister Ahmed Kouchouk has 
also been to Japan, Singapore and China, the 
ministry said. 
On Sunday, Maait said his ministry had received 
cabinet approval for $3 billion to $7 billion worth 

of foreign bond offers. He did not say what 
currency bonds would be sold in, though he said 
Egypt was looking "to diversify currencies, 

products and markets to find good financing 
alternatives". 
Egyptian officials have previously said Japanese 
yen and Chinese yuan were two of the 

currencies they were considering as the nation 
looks to vary from the euro and U.S. dollar. 
Maait said in December that Egypt was aiming 
for at least two foreign currency bond issues in 
the first quarter of 2019. 
Egypt's foreign debt stood at $92.64 billion at 
the end of the financial year in June.  

Its borrowing requirement for the repayment of 
external debt is $10.51 billion in the current 
financial year. 
On Sunday, one government source said 

proceeds from a planned issue of so-called 
Samurai bonds in Japense yen would be used to 

repay debts of state oil company Egyptian 
General Petroleum Corp (EGPC). 
 
(Reporting by Ehab Farouk, Writing by Lena Masri; 
Editing by Jacqueline Wong, Louise Heavens and 
Andrew Cawthorne) 
(( Lena.Masri@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Sudan 

Sudan must reform or seek bailout to 

pull economy out of nosedive  

17-Jan-2019  
• Economic troubles triggered 

demonstrations 
• Money supply expansion fuelled 
inflation 
• Currency has plummeted, inflation 
soared 
• Sudan cut off from IMF funding 

By Patrick Werr 
KHARTOUM, Jan 17 (Reuters) - Sudan must 

implement radical reforms or seek a bailout 
from friendly nations to pull its economy out 
of the downward spiral that helped trigger the 

nationwide protests now rocking the country, 
economists and bankers say. 

The government has run up enormous budget 
deficits by subsidising the cost of fuel, bread and 
other products. To cover this deficit, it has 
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expanded the money supply. 

But that has served to debase the currency, 

causing inflation to soar and the value of the 
Sudanese pound against other currencies to 
plummet - in turn pushing up the cost of 
subsidies and widening the deficit even further. 
Attempts to raise bread and fuel prices to reduce 
the cost of subsidies sparked protests that will 

soon enter their second month, marking the 
most prolonged challenge to President Omar al-
Bashir's nearly 30 years in office. 
"The riots right now, all that's going on, it's just 
a reflection of the accumulation of the poverty 
and salaries being where they are and prices 

that keep going up," said one Sudanese banker 
who asked not to be named. "No one, no 
government, can sustain that," the banker 

added. 
Bashir has blamed the unrest on external forces, 
saying last week that Sudan had been 
economically "besieged". 

Protesters, who gathered again in central 
Khartoum on Thursday, say economic 
mismanagement and corruption in the ruling 
party are at fault. They want a change of 
government. 
The government announced an emergency 15-
month austerity programme in October, but it 
still offers deep subsidies on basic goods. 

Petrol is cheaper in Sudan than almost anywhere 
else in the world. The government sets the price 
at 6.17 Sudanese pounds per litre - just under 

13 U.S. cents at the official exchange rate, or 
about 10.6 cents at the black market rate. 
Diesel sells for 4.25 Sudanese pounds per litre. 
For bread, the government pays private traders 

a 680 Sudanese pound subsidy for each 150 kg 
(330 lb) sack of flour they import. One sack 
normally costs about 1,230 pounds, one banker 
said. 
The government then sets the retail price of 
bread at one pound per 40 grammes. The last 

time it raised the price was in January 2018, 
increasing a loaf from only half a pound, bankers 
said - a move that triggered a more limited 
round of protests. 
The effect of subsidies on the deficit is hard to 
assess clearly, however, since the finance 
ministry has yet to post the 2018 or 2019 
budgets on its website. 

Much of the cost has been hidden or borne by 

the central bank, according to IMF reports. 
Central bank statistics show that M1 money 
supply growth rose from as low as an annual 
14.3 percent in April 2016 to 88.3 percent in 
April 2018, before slipping back to 76 percent in 
August. 

With a shortage of cash banknotes, much of the 
increased money supply was electronic or via 
cheques. 
PRINTING PRESS BUST 

This is partly because the country's sole 
banknote printing press broke down in early 
2018, leaving the central bank scrambling to 

order new banknotes from abroad, three 
Khartoum bankers said. Customers queue for 
hours at banks and cash machines. 

Public scandals at two separate banks 

compounded the problem, causing a small run 

on banks in the second half of 2018, one banker 
said. 
High inflation has led customers to empty their 
accounts and invest elsewhere, another banker 
said. Inflation soared to nearly 70 percent in 
November, official figures show. 

Steve Hanke, an expert in distressed currencies 
at Johns Hopkins University, estimated the 
actual annual inflation rate as of Jan. 15 at 91 
percent based on the black market exchange 
rate and purchasing power parity. 
That works out at a month-on-month rate far 

below the 50 percent that defines hyperinflation. 
But it is still worryingly high, with only 
Venezuela, Zimbabwe, Iran and Argentina 

suffering steeper price rises, said Hanke. 
"They're having trouble reducing the 
subsidies, and they can't go to the 
international bond market to get money," 
Hanke told Reuters. "So they basically turn on 
the printing presses." 

Sudanese banks are required to follow the laws 
of Islamic finance, which bans interest, limiting 
how much the state can raise domestically 
through conventional treasury bills and bonds. 
Normally, countries in such dire straits would 
turn to the IMF for support as they implement 
the painful steps it demands to straighten out 

their finances. 
But Washington lists Sudan as a supporter of 

terrorism and has promised to veto any request 
for IMF assistance until it complies with a series 
of political, humanitarian and security demands. 
Over the years, Sudan has also built up a 
crippling foreign debt burden of more than 

$50 billion, most of it in arrears, including 
$1.3 billion owed to the IMF, according to a 
November 2017 IMF report. 

Since oil prices fell from 2014, Khartoum's 
traditional Gulf Arab backers have fewer 
resources to bail it out. 
"Unless they have some sort of outside finance, 
it would be near suicide (for the government) to 

remove subsidies," said a third banker. "They 
need a radical reform programme." 

 
(Editing by Aidan Lewis and Hugh Lawson) 
(( patrick.werr@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Tunisia 

Tunisia PM says strike will be costly 

but can't raise wages further  

16-Jan-2019  
TUNIS, Jan 16 (Reuters) - Tunisia's prime 

minister said on Wednesday that the 
nationwide strike called by UGTT union will be 
very expensive but the government could not 
raise wages disproportionately to the state's 
ability to afford it. 

The country's biggest union said on Tuesday it 
would call for a strike after talks with the 
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government to reach a deal to raise the salaries 

of 670,000 public servants failed. 

"We proposed an important raise in wages but it 
was rejected by UGTT, the nationwide strike will 
be very expensive but we cannot give more than 
our financial capabilities," Youssef Chahed said 
in speech. 
He added that the increase asked for by UGTT 

would boost inflation and would lead to more 
borrowing or higher taxes. 
Tunisia is under pressure from the 
International Monetary Fund to freeze public 
sector wages to help reduce the country’s 
budget deficit. 

Tunisia's state-owned airline Tunisair expects 
major disruptions to its flights schedule on 

Thursday due to the strike and urged customers 

to change bookings, it said. 
The strike which will start at midnight would 
include all airports, trains, ports, schools, 
hospitals, state media and government offices. 
Sources told Reuters that the government 
proposed to spend about $400 million on pay 

rises whereas UGTT asked about $850 million. 
Tunisia's economy has been in crisis since the 
toppling of autocrat Zine al-Abidine Ben Ali in 
2011 threw it into turmoil, with unemployment 
and inflation shooting up. 
The government aims to cut the public sector 
wage bill to 12.5 percent of gross domestic 

product (GDP) in 2020 from the current 15.5 
percent, one of the world’s highest levels 

according to the IMF. 
 
(Reporting By Tarek Amara; Editing by Toby Chopra) 
(( tarek.amara@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 

GLOBAL 
 

Global debt ticks up, just shy of record 

high   

15-Jan-2019  
NEW YORK, Jan 15 (Reuters) - Global debt 

grew 3.9 percent in the third quarter of 2018 
compared to a year earlier and was up 0.7 
percent compared to the previous quarter, the 
Institute of International Finance said in a 

report on Tuesday. 
Debt reached $244.2 trillion, compared to 
$235.1 trillion a year earlier and $242.5 
trillion in the second quarter, the data 
showed. The nominal record high stands at 
$247.7 trillion in the first quarter of 2018. 

Among non-financial corporations, debt rose to 
$72.9 trillion in the third quarter of 2018 from 
$68.6 trillion a year earlier and a revised $71.8 

trillion in the second quarter. The second-
quarter figure had been initially reported as a 

record high $75 trillion. 
As a percentage of global gross domestic 
product, debt of non-financial corporations 
ticked up to 92 percent, the highest level on 
record, the report said. 

 

(Reporting by Rodrigo Campos in New York 
Editing by Matthew Lewis and Bernadette Baum) 
(( rodrigo.campos@thomsonreuters.com  
+1.646.223.6344  
Reuters Messaging: 

rodrigo.campos.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Return of risk-on fuels worst 

government debt outflows since Oct 

18-Jan-2019  

LONDON, Jan 18 (Reuters) - Government bonds 

suffered the biggest weekly outflows since 
October last year as investors ploughed 
money into emerging market and high-yield 
debt, Bank of America Merrill Lynch (BAML) 
said on Friday. 
The bank's report - which is based on EPFR data 
and tracks fund flows from Wednesday to 
Wednesday - said high-yield bond fund enjoyed 

$2.8 billion of inflows, the biggest since April 
2017, while emerging market debt added $2.5 
billion. Government bond funds shed $1 billion.  
Equity redemptions hit $4.8 billion over the 
same period, with U.S. stocks haemorrhaging 
$7.7 billion, BAML researchers wrote in their 
note to clients. Emerging market stocks saw 

inflows of $3.4 billion.  
BAML's bull-bear indicator rose to 2.5 from 2.1, 
moving away from its extreme bearish reading 
of January 3.  

 
(Reporting by Karin Strohecker, editing by Sujata Rao) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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