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ASIA 
  

China 

China local official warns of special 

purpose bond repayment risks  

17-Oct-2019  

SHANGHAI, Oct 17 (Reuters) - Some local 

governments in China exaggerate expected 
revenues from projects funded by special-
purpose bonds, posing repayment risks when 
the bonds mature, financial magazine Yicai 
reported, citing an unnamed local official. 

"Paying interest over the past few years has 
been fine, but when it comes time to repay 
principal, there will be repayment risks if 

projects don't have enough income," the official 
with a local branch of the National Reform and 
Development Commission was quoted as saying. 
"Local governments will only be able to resort to 
land sales if they can't afford repayment." 

Local governments have nearly exhausted 
China's 2.15 trillion yuan ($303.16 billion) 
annual quota set by Beijing for special bond 
issuance this year to fund infrastructure, 
including road, rail and water projects as 
Beijing tries to spur investment to support the 
economy. 

In September, the State Council, China's 
cabinet, said it would allow local governments to 
issue special purpose bonds earlier than normal 
next year to help steady growth. 
 
($1 = 7.0920 Chinese yuan) 
(Reporting by Andrew Galbraith; Editing by Sam 
Holmes) 
((Andrew.Galbraith@tr.com; +86 21 2083 0079; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net; 
Twitter: https://twitter.com/apgalbraith)) 
(c) Copyright Thomson Reuters 2019.  
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China central bank says to conduct 6 

bln yuan in bill swaps on Thursday  

17-Oct-2019  
SHANGHAI, Oct 17 (Reuters) - China's central 

bank said on Thursday that it will conduct a 
central bank bill swap operation on the same 
day to support the issuance and liquidity of 
perpetual bonds issued by banks to replenish 
capital. 

The bill swaps, with a 3-month tenor, will total 6 
billion yuan ($846.02 million), the central bank 
said in a statement. 
 
($1 = 7.0920 Chinese yuan) 
(Reporting by Beijing Monitoring Desk; Editing by 
Christian Schmollinger) 
((winni.zhou@thomsonreuters.com; +86 21 2083 
0100; Reuters Messaging: 
winni.zhou.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

India Bonds Gain This Week on Rate 

Cut Bets; Fiscal Woes Remain  

18-Oct-2019  
By Dharam Dhutia 
NewsRise 
MUMBAI (Oct 18) -- Indian government bonds 

rose this week, as bets of more policy rate 
cuts triggered short-covering, even as 
renewed fiscal worries trimmed most of the 
gains.  

Investors also awaited the minutes of the rate-
setting Monetary Policy Committee’s October 

meeting, which was published after markets 
closed. 
The benchmark 7.26% bond maturing in 2029 

ended at 103.80 rupees, yielding 6.70%, in 
Mumbai, against 103.75 rupees and a 6.71% 
yield at close yesterday. The yield fell three 
basis points this week.  
The new 10-year 6.45% 2029 bond ended at 
99.50 rupees, yielding 6.52%. The Indian rupee 

ended 0.2% lower for the week at 71.14 to the 
dollar. Indian financial markets will be shut on 
Oct. 21 for election in Maharashtra state. 
“The bond market is currently oscillating 
between rate cut hopes and fears of fiscal 
slippage. While the market is clear that there 
will be a breach in the government’s fiscal 
target, growing assumptions of a rate cut 
have kept the benchmark yield capped at 

6.75%,” said Debendra Kumar Dash, assistant 

vice president - treasury at AU Small Finance 
Bank. “Unless, the government is able to 
convince the market that the revenue loss can 
be made up through an alternative mode of 
raising funds, other than borrowing, bond yields 
may not fall much.” 

Bets that the MPC may continue cutting policy 
rates despite a spike in retail inflation led to 
gains in bonds, even as headline retail inflation 
in September jumped to a 14-month high of 

3.99%, nearly touching the central bank’s 

4.00% target.  
The MPC had cut rates by 25 basis points in 
October, taking the total quantum of rate cuts to 

135 basis points in 2019. 
Nomura expects the MPC to cut rates by 15 
basis points in its December meeting, while BofA 
Merril Lynch expects a 25-bps cut.  

Meanwhile, worries over fiscal slippage were 
revived after Rajiv Kumar, the vice chairman of 
top government think-tank NITI Aayog, 
yesterday said the government’s recent move to 
slash corporate tax rates indicates that the 
sovereign may not be averse to slightly easing 

its fiscal deficit target to push growth.  
Fears that the government may ultimately end 
up missing its fiscal deficit of 3.3% of gross 
domestic product for this year have been 
lingering ever since New Delhi slashed 
corporate tax rates, which would cost the 
exchequer a revenue loss of around 1.45 
trillion rupees. 

Finance Minister Nirmala Sitharaman said earlier 
this week that the government will announce 

more reform measures before the end of this 
fiscal year to reignite India’s slowing economic 
growth, which fell to an over six-year low of 5% 
in April-June. 
Ashok Gautam, executive director & head 
treasury of IDBI Bank, said the government may 
achieve its budget deficit target for this fiscal 

and is unlikely to opt for additional borrowing.  
“The way the borrowing calendar has come for 
the second half, it looks like the government will 
meet its commitment to the target. But, if there 
is more spending to be incurred, then it will 
come from disinvestments and many other 

sources, because the government has gone on 
record saying that they are going to meet the 

fiscal deficit target,” Gautam told NewsRise.  
The benchmark Brent crude contract was up 
0.3% at $60.11 per barrel. India imports over 
80% of its crude oil requirements. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Sunil Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Economic Slowdown to Persist, 

See Policy Space to Address Growth 

Woes  

18-Oct-2019  
By Dharam Dhutia 
NewsRise 
MUMBAI (Oct 18) -- India’s growth indicators 

suggest continued economic slowdown that 

requires “all out efforts” to strengthen private 
consumption and investment, members of the 
Monetary Policy Committee said, adding that 
there is policy space to address the growth 
concerns.  

“In this challenging environment, my call would 
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be for prudence rather than being data 

dependent,” MPC member Michael Patra said in 
the minutes of the latest policy review. “In its 
counter-cyclical role, monetary policy has to be 

pre-emptive in addressing the negative gaps - 
inflation below target, and output below 
potential - that seem to be developing some 
persistence.” 
The rate setting panel had cut policy rate by 
25 basis points for the fifth consecutive time 
to an about 10-year low of 5.15%, taking the 
aggregate quantum of rate cuts to 135 basis 
points so far in 2019.  

"Information gleaned through the forward-
looking surveys of the RBI indicate deterioration 
in the industrial outlook in Q2 with downbeat 
expectations for Q3, especially relating to 

production, new orders and employment," RBI 
Deputy Governor BP Kanungo said.  
Reiterating the need to address growth, Reserve 
Bank of India Governor and MPC head 

Shaktikanta Das said there is a need to be 
watchful of the fiscal situation, while another 

member Ravindra Dholakia said that the 
concerns about likely slippage of the combined 
deficit during this year are misplaced. 
“In any case, the overall impact of all current 
announcements on the combined fiscal deficit as 
per my calculation is likely to be hardly 10 to 20 
bps assuming the GST revenues are as per the 

budgeted target. It should not have any serious 
adverse impact on the inflation,” Dholakia said.  
Fears that the government may miss its 3.3% 
fiscal deficit target increased after the 
government’s recent growth-boosting measures, 
including lowering corporate tax rates that is 
estimated to cost the exchequer around 1.45 

trillion rupees in annual revenues. 
MPC Member Chetan Ghate said, an impact of a 

corporate tax cut on GDP in an emerging market 
economy like India may not be very large.  
“Overall, the tax cut leads to a decline in the 
fiscal deficit in the long run, although the size 
of this effect is negligible. The lowering 
impact on the fiscal deficit however depends 

on a very strong investment effect from the 
tax cut, which may not happen in the current 
economic climate,” Ghate added.  

However, Ghate warned that the MPC has been 
pro-active in adjusting policy as reflected in the 
quantum of past rate cuts and monetary policy 
cannot be a permanent form of stimulus. 
The MPC members also said inflation outlook 

remains benign, which gives them space to 
remain focused on economic growth  
“As the inflation scenario remains benign with 

headline inflation projected at below target in 
the remaining period of 2019-20 and Q1:2020-
21, there is policy space to address growth 
concerns,” Das said.  

India’s growth slumped to an over six-year low 
of 5% in April-June. Many brokerages expect the 
growth to remain around these levels or fall 
further.  
“Given the measures undertaken by the 
government to address the growth slowdown, as 

well as the pending transmission of monetary 

policy, there is merit in a wait-and-watch 

approach to see how these measures pan out 
and impact real economy activity, going 
forward,” MPC Member Dua said.  

Dholakia had voted for a 40 basis points rate 
cut, while the other five members had voted for 
a 25 basis points reduction in rate.  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Bank Indonesia - Indonesia’s External 

Debt Growth Slowed  

15-Oct-2019  
Indonesia's external debt growth slowed 
down with a healthy structure at the end of 

August 2019. The external debt at the end of 
August 2019 was recorded at USD393.5 billion, 

consisted of public debt (government and central 
bank) of USD196.3 billion, as well as private 
debt (including state-owned enterprises) of 
USD197.2 billion. Indonesia's external debt grew 
8.8% (yoy), lower than 10.9% (yoy) posted in 
the previous month, predominantly influenced 
by net repayment of external debt. The 

slowdown of growth stemmed from declining 
public and private external debt.  
Government external debt growth decelerated 
from the previous month's growth. 
Government external debt recorded 8.6% 
(yoy) growth to reach USD193.5 billion, lower 

than 9.7% (yoy) growth in July 2019. The 
level went down from the last period prompted 

by the capital outflows in the Domestic 
Government Securities (SBN), in line with the 
ongoing trade tensions and escalated 
geopolitical risks hence amplified global financial 
market uncertainty. Government external debt 
management was prioritized to finance 
development, dominated in productive sectors to 

promote growth as well as improving public 
welfare, among others, human health & social 
work activities sector (18.9% of government 
external debt), construction sector (16.4%), 
education sector (15.9%), public administration, 
defense & compulsory social security sector 

(15.2%), and financial & insurance sector 

(13.9%).  
Private external debt growth slowed. Private 
external debt outstanding at the end of 
August 2019 grew at a slower pace to 9.3% 
(yoy) from the previous month's growth of 

12.6% (yoy). The payment of non-financial 
corporations' trade credit had narrowed down 
the external debt by USD2.6 billion to USD197.2 

billion. Private external debt was dominated by 
the financial & insurance sector, manufacturing 
sector, electricity, gas, & water supply sector, 

mailto:Publicdebtnet.dt@tesoro.it
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and mining & drilling sector. External debt's 

share in these four sectors to total private 
external debt reached 75,6%.  
Indonesia's external debt maintained a 
healthy structure supported by the prudential 

principle application in its management. The 
condition was reflected in, among others, 
Indonesia's external debt to Gross Domestic 
Product (GDP) ratio at the end of August 2019 at 

36.1%, down from the previous month. In 
addition, Indonesia's external debt structure 
remained dominated by long-term debt, 
accounted for 88.1% of the total external debt. 
Bank Indonesia, in close coordination with the 
Government, continues to monitor external debt 

by promoting the prudential principle application 
in its management to maintain a healthy 
external debt structure. Furthermore, external 
debt's role will also be optimized in supporting 
development financing without incurring the 
risks which may affect macroeconomic stability.  

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

Indonesia raises 7.04 trln rupiah from 

Islamic bonds auction  

15-Oct-2019  

JAKARTA, Oct 15 (Reuters) -  
• Indonesia raised 7.04 trillion rupiah 

($497.18 million) in an Islamic bonds auction 
on Tuesday, around the indicative target of 7 
trillion rupiah, the financing and risk 
management office at the Finance Ministry 
said in a statement 
• The weighted average yields for project-
based sukuk sold on Tuesday were mixed 

compared with yields of comparable sukuk sold 
in the previous auction 
• Total incoming bids at Tuesday's auction 
were 29.91 trillion rupiah 
 
($1 = 14,160.0000 rupiah) 
(Reporting by Tabita Diela; Editing by Alex Richardson) 
((tabita.diela@thomsonreuters.com; 
+622129927621)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Moody's Says Keeps Stable Outlook On 

Indonesian Banks, Despite More 

Challenging Operating Environment  

18-Oct-2019  
Oct 18 (Reuters) - MOODY'S:  
• Moody's keeps stable outlook on 
Indonesian banks, despite more challenging 
operating environment 

• Moody's on Indonesian banks says 
outlook reflects the banks' strong loss-absorbing 
buffers, robust profitability 

• Moody's on Indonesian banks says 
deposit growth to keep pace with loan growth; 
lower funding costs and wider NIMS offset credit 
costs 
 

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

Iraq 

Moody's Says Iraq's Credit Profile 

Constrained By Weak Institutions, 

Governance Challenges  

17-Oct-2019  
Oct 17 (Reuters) - MOODY'S: 
• Moody's says Iraq’s credit profile 
constrained by weak institutions, governance 
challenges and slow pace of reforms 

• Moody's on Iraq says fiscal balance to 

revert to deficit in 2019 due to lower oil prices 
• Moody's on Iraq says pace of structural 
reforms will remain slow; significant domestic 
and geopolitical challenges persist 
 
(Reuters.Briefs@thomsonreuters.com) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanon dollar-bonds tumble on 

second day of fiery protests  

18-Oct-2019  
LONDON, Oct 18 (Reuters) - Lebanon's 

sovereign dollar-bonds tumbled as much as 
1.9 cents on Friday after the biggest protests 
in years continued for a second day 
throughout the country, which is mired in an 
economic crisis. 

The 2025 bond suffered its sharpest decline in 

two months, dropping to 67.09 cents in the 
dollar, according to Tradeweb data.  
Lebanon is one of the world's most heavily 
indebted country, struggling with low growth 
and crumbling infrastructure. Thousands of 
people gathered outside the government 
headquarters in central Beirut on Thursday 

evening, forcing the cabinet to backtrack on 
plans to raise a new tax on WhatsApp voice 
calls.  
 
(Reporting by Karin Strohecker 
Editing by Tommy Wilkes) 
((karin.strohecker@thomsonreuters.com; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Malaysia optimistic of winning 

investor, ratings agencies' confidence 

in budget plans  

12-Oct-2019   
KUALA LUMPUR, Oct 12 (Reuters) - Malaysia is 

"cautiously optimistic" it would win the 
confidence of investors and ratings agencies 

mailto:Publicdebtnet.dt@tesoro.it
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for its 2020 budget, its finance minister said 
on Saturday, as the government prioritised 

boosting growth over reducing the deficit in 
the short term. 

Lim Guan Eng told reporters that given the 
global economic uncertainties, the country 
needed to "not only convince but reassure 
investors" that the Southeast Asian nation will 
be back on track for fiscal consolidation in 2021. 

Malaysia's government unveiled on Friday a 
smaller budget than expected for next year but 
flagged a wider budget deficit than earlier 
estimated, and said it would step in with 
stimulus measures should global demand 
worsen. 
The government projected a fiscal deficit of 
3.2% of gross domestic product (GDP), larger 

than an initial target of 3% but lower than 
this year's 3.4%. 

"So far the response by both the World Bank 
and even Moody's have been positive so we are 

cautiously optimistic that we will be able to 
convince not just foreign investors and fund 
managers but also ratings agencies that this is 
necessary in order to ensure sustainable 

economic growth," Lim said. 
World Bank lead economist for Malaysia, 
Richard Record said in a note overnight that 
the budget was "a prudent balance between 
the competing needs for Malaysia to preserve 
fiscal sustainability, while also responding to 
the realities of a slowing economic 
environment". 

Record also said proposals to reform the 

country's investment incentives framework was 
a step in the right direction. 
Sovereign risk senior analyst at Moody's 
Investors Service, Anushka Shah said in a note 
late Friday that Malaysia's fiscal strength will 

continue to constrain its credit profile but the 
budget's emphasis on backing higher-value 

added industries and on infrastructure 
development will support growth against a 
challenging global environment. 
Esther Lai, head of sovereign ratings at RAM 
Ratings, a Malaysian ratings agency said the 
3.2% deficit target was within expectations. "It 
is a pragmatic target as the government is 

striking a balance between supporting growth 
and keeping its promise for fiscal consolidation."  
 
(Reporting by Liz Lee 
Editing by Shri Navaratnam) 
((liz.lee@thomsonreuters.com; +60323338039)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Ratings: Malaysia Budget 

Balances Consolidation with Growth 

Measures  

16-Oct-2019  
Fitch Ratings-Hong Kong/London-October 16: 
Malaysia's 2020 budget contains modest fiscal 
easing of the deficit target in response to 
increased economic growth risks, but does not 
represent a significant shift in the 
government's consolidation efforts, Fitch 

Ratings says. The new fiscal targets are slightly 

looser than our expectations when we affirmed 
Malaysia's sovereign rating at 'A-'/Stable in July, 
but they do not fundamentally change the 

medium-term fiscal outlook. 
The budget tabled on 11 October is the second 
since the Pakatan Harapan (PH) coalition came 
to power in May 2018's general election. It 

targets a 2020 fiscal deficit of 3.2% of GDP, 
revised from 3.0%. The government expects to 
meet this year's 3.4% target, and projects 
deficits to average 2.8% over the medium term. 
These medium-term targets are consistent 
with reducing Malaysia's high public debt, 
which is a sovereign rating weakness, 
although the reduction may be slightly 

delayed. The government estimates general 
government debt to GDP has risen to 65.1% in 
June 2019 (including committed guarantees 
serviced from the budget, and 1MDB debt) from 
62.6% in December 2018. The rise in the debt 

ratio is due to an increase in committed 
guarantees for the continuation of infrastructure 

projects and the bail-outs of Tabung Haji, a 
financial institution that provides services to hajj 
pilgrims, and the state-owned Federal Land 
Development Authority. As a result, it will take 
longer - and require more consolidation efforts - 
to bring debt closer to the 'A'-category median 
of 48% of GDP. 

The PH coalition's first budget in November last 
year featured much bigger near-term deficit 
target revisions (the 2018 deficit was increased 
to 3.7% from 2.8%). These did signal weaker 
headline consolidation goals from the new 
government, although they were in part also 

caused by moves to boost fiscal transparency by 
bringing some one-off expenditure items on 

budget. Nevertheless, fiscal credibility could 

suffer if consolidation were to be repeatedly 
delayed, for example from difficulties in 
raising enough revenue to offset shortfalls 
from the Goods and Services Tax (GST), which 
was repealed after the 2018 election. 

The 2020 budget balances fiscal consolidation 

with a desire to support GDP growth, which we 
forecast to slow to 4.5% in both 2019 and 2020 
from 4.7% in 2018. Global trade tensions are 
weighing on growth, particularly as Malaysia is a 
small, open economy integrated into Asian 
supply chains. A mitigating factor is Malaysia's 
well-diversified export base, both by product and 

by geographical destination. We think this can 
help maintain relatively strong growth, although 
the government's forecasts that GDP will 
increase by 4.7% this year - and 4.8% next year 

may be moderately optimistic. However, fiscal 
risks in 2020 from slower-than-forecast growth 

are limited by the budget's conservative revenue 
growth target of 4.8%, adjusted for last year's 
special Petronas dividend. 
The repeal of the GST and its replacement with a 
narrower sales and services tax was a significant 
setback to fiscal consolidation. The resulting net 
revenue loss of around 1% of GDP has 

effectively increased reliance on commodity 
receipts. However, the 2020 budget does not 
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repeat the 2019 Petronas special dividend (only 

the fourth since the company was created in 
1974), which supports the government's position 
that last year was a one-off measure needed to 

cover unexpected liabilities that emerged after it 
took power. The budget assumes an oil price of 
USD62/barrel, close to our own forecast of 
USD62.5/barrel. 

Increasing non-oil revenues and further 
economic diversification would be a meaningful 
support to medium-term consolidation. The 
budget contains various measures to support 
non-commodity based growth, including 
demand-side measures such as increasing the 

minimum wage by 9%, and structural measures 
to support investment, including a 10-year tax 
break for the electronics industry and steps to 
support SMEs. 
These incentives may help relocate investments 
to Malaysia (FDI has already been strong in 
recent quarters), but investors also face 

heightened political uncertainty. The PH coalition 
has a small parliamentary majority and its 
previously high public approval rates have fallen, 
and there is uncertainty over the succession of 
the 94-year old Prime Minister Mahathir 
Mohamad. 
 
Media Relations: Peter Hoflich, Singapore, Tel: +65 
6796 7229, Email: peter.hoflich@thefitchgroup.com; 
Leslie Tan, Singapore, Tel: +65 6796 7234, Email: 
leslie.tan@thefitchgroup.com; Wai Lun Wan, Hong 
Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved. 
 
 

South Korea 

Bank of Korea cuts rates, keeps door 

open for more as economy loses steam  

16-Oct-2019  
• BOK cuts policy rate by 25 bps to 
1.25% (Reuters poll 1.25%) 
• Rate cut is second in three months 
• All but one of 31 analysts in Reuters 
poll saw rate cut 

• Governor Lee: still has room for 
further easing if needed 
• Bond yields rise after two board 
members voted against majority 

By Choonsik Yoo and Joori Roh 
SEOUL, Oct 16 (Reuters) - South Korea's 

central bank cut its policy interest rate on 
Wednesday, as expected, and left the door 
open for further easing although a split vote 
on the move suggested the next reduction 

may not be imminent. 

The Bank of Korea's monetary policy board 
trimmed the base rate by 25 basis points to 
1.25% in a 5-2 vote, an indication the call for 
looser settings was not as broad as some 
analysts had expected. 
Government bond prices fell across the board as 

investors tempered their rate cut views, with 
yields rising by around 5 basis points. 

"There is still room for us to respond to 
changing financial and economic conditions," 

BOK Governor Lee Ju-yeol told a news 
conference, adding global uncertainties 
remained high despite some signs of hope in 
the world economy. 

He said Asia's fourth-largest economy would 
likely miss the central bank's latest growth 
forecast of 2.2% this year and that the central 
bank would release new projections when it 

updates its forecasts in November. 
The rate cut follows a July easing and was in line 
with forecasts in a Reuters survey of 31 
analysts. The new rate matches a record low set 
in late 2017. 
The BOK's move comes amid a wave of 
monetary easing globally, including by the U.S. 

Federal Reserve, as the world economy loses 
steam. The Fed is expected to deliver its third 
rate cut this year in months ahead. 
Analysts said Governor Lee's comments during 

the news conference were supportive of their 
expectations that another BOK rate cut was on 
the table, most likely in early 2020, unless the 

economy shows firmer signs of picking up. 
TWO DISSENTERS 
However, analysts were surprised by two 
dissenting voters on the board, which 
suggested a more cautious outlook by the 
bank on further cuts than markets had been 
expecting. 

"I expected there would be one dissenter, and 

so the result indicates the Bank of Korea may 
wait until it sees a further worsening in the 
economic indicators," said Park Sung-woo, fixed-
income analyst at DB Financial Investment. 
South Korea's economic growth has tumbled in 
recent quarters, hit by cooling global demand 
and the prolonged U.S.-China tariff war, due to 

its heavy reliance on the export of chips, cars 
and ships. 
Global investment banks have slashed their 
2019 economic growth forecasts for Asia's 
fourth-largest economy to as low as 1.6%, 
compared with the central bank's 2.2% 
projection from actual growth of 2.7% last year. 

In its regular update on the global economic 
outlook released late on Tuesday, the 
International Monetary Fund slashed South 
Korea's 2019 and 2020 economic growth 
forecasts by 0.6 of a percentage point each to 
2.0% and 2.2%, respectively. 
The economy grew just 1.9% in the first half of 

this year from a year earlier, down sharply from 
a 2.5% gain in the second half of last year and a 
2.8% rise in the preceding six-month period, 

central bank data shows. 
The historically robust economy now faces the 
serious threat of deflation as consumer prices 
in September posted their first annual decline 

in the country's modern history. 

Underlining these deflationary pressures, central 
bank data on Wednesday showed import prices 
fell in September for a fourth consecutive month 
from a year earlier, the longest losing streak 
since late 2016. 
Signs of progress in U.S.-China trade 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 
For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  8 

negotiations have provided some cause for 

optimism in South Korea's economy but 
uncertainties over the trade war are still high 
and exports have yet to show firm evidence of 

bottoming out. 
The central bank next reviews policy on Nov. 29, 
which will be the last meeting for the year. 
 
(Additional reporting by Hayoung Choi; Editing by Sam 
Holmes) 
((joori.roh@thomsonreuters.com; +82 2 6936 1493)) 
(c) Copyright Thomson Reuters 2019. 
 
 

United Arab Emirates 

Emirate of Sharjah to raise $750 mln in 

sukuk  

16-Oct-2019  
DUBAI, Oct 16 (Reuters) - Sharjah, the third-

largest emirate of the United Arab Emirates, is 
set to raise on Wednesday $750 million in 10-
year sukuk, or Islamic bonds, a document 
issued by one of the banks leading the deal 

showed. 
Sharjah started marketing the notes at around 
185 basis points over mid-swaps earlier on 
Wednesday but hefty demand meant it was able 
to tighten spreads to 155 basis points. 
It received orders in excess of $3.2 billion, 
according to the document. 

The debt sale comes amid a flurry of U.S. dollar-
denominated debt issues in the Gulf, as 
governments and companies take advantage of 
low global rates to raise cheap debt and atrract 
yield-seeking buyers.  
HSBC is coordinating the sukuk sale, which is 
expected to close later on Wednesday.  

Other banks working on the deal are Dubai 
Islamic Bank, Emirates NBD Capital, Sharjah 
Islamic Bank and Standard Chartered Bank. 
 
(Reporting by Davide Barbuscia; Editing by Christian 
Schmollinger and Alexandra Hudson) 
((Davide.barbuscia@tr.com; +971522604297)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Vietnam 

S&P Says Vietnam Ratings Affirmed At 

'BB/B'; Outlook Stable  

17-Oct-2019  

Oct 17 (Reuters) - S&P: 
• Says Vietnam ratings affirmed at 
'bb/b'; outlook stable 

• S&P says Vietnam's consistently strong 
macroeconomic performance continues to 
support the sovereign's creditworthiness 
• S&P says Vietnams stable outlook 

reflects expectation that Vietnam's economy will 
continue to expand rapidly 
• S&P says affirming 'bb' long-term and 'b' 
short-term sovereign credit ratings on Vietnam 
• S&P-Vietnam's fiscal deficits unlikely to 

recede further, government may not find it easy 

to maintain budgetary support from equitization 
program beyond 2020 
• S&P says forecast roughly stable debt 

levels relative to GDP at general government 
level for Vietnam 
• S&P says believe the progress in 
structural fiscal reform has been limited for 

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

EUROPE 

 

Albania 

Albania to sell 8.2 bln leks (65.8 mln 

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

17-Oct-2019  
TIRANA (Albania), October 17 (SeeNews) – 
Albania's finance ministry will offer 8.2 billion 
leks ($72.8 million/65.8 million euro) of one-
year Treasury bills at an auction on October 
22, the ministry's debt issuance calendar 
shows. 

The finance ministry sold 8.7 billion leks worth of 
government securities at the last auction of one-
year T-bills held on October 1. 
The average weighted yield of the government 
securities fell to 2.18% on October 1 from 
2.26% at the previous auction of one-year 
Treasury bills held on September 3, according to 

auction results published by the finance 
ministry. 

 
(1 euro = 122.513 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. 
 
 

Bosnia 

Bosnia's Federation to auction 10.2 

mln euro of 9-mo T-bills on Oct 22   

15-Oct-2019  
SARAJEVO (Bosnia and Herzegovina), October 

15 (SeeNews) - Bosnia's Federation will offer 
for sale 20 million marka ($11.3 million/10.2 
million euro) worth of nine-month Treasury 
bills at an auction on October 22, the entity's 
finance ministry said. 

The T-bills of 10,000 marka in par value each 
will mature on July 23, 2020, the ministry said in 
a statement on Monday. 
This will be the Federation's first auction of nine-

month T-bills in 2019, after a 20 million marka 
sale scheduled for August was cancelled due to 
the Federation's reduced financing needs at the 
time. 
The Federation last sold nine-month T-bills in 
December 2018 when a planned amount of 20 

million marka was sold out versus 96 million 
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marka of submitted bids. The average accepted 

price was 100.1% of par with a negative yield of 
0.134%. 
The nominal value of the T-bills sold in 

December was 10,000 marka apiece as well. 
The Federation is one of two autonomous 
entities forming Bosnia and Herzegovina. The 
other one is the Serb Republic. 

 
(1 euro = 1.95583 marka) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bulgaria 

Bulgaria c/a surplus jumps to 7%/GDP 

through August  

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

current account surplus of 4.15 billion euros 
($4.62 billion) or 7% of gross domestic 

product in the first eight months of the year, 
compared with a surplus of 4.4% in the same 
period a year earlier, central bank data 
showed on Friday. 

For August alone the surplus stood at 1.17 
billion euros, compared with a surplus of 1.03 
billion euros a year ago mainly, mainly due to 
strong exports and weaker imports. 
Foreign direct investment, needed to boost 

sustainable growth in the Black Sea state, rose 
by 603.5 million euros through August, 
compared with investment of 407.2 million in 
the same period a year ago. 
The finance ministry sees the current account 
posting a surplus of 2.6% in 2019 as it expects 
slower exports and a pickup in imports driven by 

domestic demand. Bulgaria ended 2018 with a 
current account surplus of 5.4% of GDP. 
 
($1 = 0.8989 euros) 
(Reporting by Angel Krasimirov, editing by Tsvetelia 
Tsolova) 
((angel.krasimirov@thomsonreuters.com; +359 888 
695 510)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia to sell 500 mln kuna (67 mln 

euro), 30 mln euro of 1-yr T-bills on 

Oct 22  

18-Oct-2019  
ZAGREB (Croatia), October 18 (SeeNews) - 
Croatia's finance ministry said it will offer 30 
million euro ($33.4 million) worth of one-year 
Treasury bills and 500 million kuna ($74.8 
million/67.2 million euro) of one-year T-bills 
at two separate auctions on October 22. 
Both issues will mature on October 22, 2020, 

the ministry said in a statement on Thursday. 
The ministry last held an auction of one-year 
kuna-denominated T-bills on August 27 when it 

sold 81 million kuna worth of government 

securities, below the 200 million kuna target. 
The yield on the issue stood at 0.07%, down 
from 0.08% from the previous auction of one-

year T-bills held on August 20. 
The last issue of euro-denominated one-year T-
bills was also placed on August 27 when the 
finance ministry sold 32 million euro worth of 

government securities, below its 40 million euro 
target. The issue yielded a negative 0.05%, 
compared to a zero percent yield at the previous 
such auction held on May 21. 
 
(1 euro = 7.44355 kuna) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Czech Republic 

Czech Fin Min prefers savings to 

raising deficit in 2020 if slowdown 

worsens  

14-Oct-2019  
Repeats OCT. 11 story. No change to text. 
• Czech Fin Min confident 2019 budget 
plan will be met 
• Czech Fin Min prefers savings to 
higher deficit 
• Czech Fin Min says no need for "bleak 

scenarios" on GDP 
• Czech Fin Min says may issue 
Eurobond in 2020 

By Robert Muller 
PRAGUE, Oct 14 (Reuters) - Another round of 

administrative savings would be better than 
letting the 2020 Czech central state budget 
deficit swell if an economic slowdown 
worsens and hits state income, Finance 
Minister Alena Schillerova said in an interview 

on Friday. 

Although the country's economic growth has 
outpaced most of its European Union peers, the 
export-reliant economy is slowing as its main 
export market Germany teeters on the brink of 
recession and U.S.-China tensions rattle global 
trade. 

The Finance Ministry expects growth to ease to 
2.2% in 2020 from 2.4% this year. Despite that, 
the draft budget, approved by the centre-left 
government of Prime Minister Andrej Babis, sees 
a 5.7% rise in spending next year. 
Schillerova said that although the economy 
was slowing - mainly due to external factors - 
she would not be too pessimistic. "I don't 

want to paint any bleak scenario, we may 
overcome it," she said.  

She also said she was confident a 2019 budget 
deficit goal of 40 billion crowns ($1.7 billion) 
would be met. 
To maintain the budget deficit target next year, 
Schillerova said she would rather find savings 
from administrative and personnel costs, similar 

to a round of cuts carried out for 2019, than let 
the deficit widen. 
"I have savings in my DNA, so I would seek 
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savings, but not at the expense of lower 

investment," she told Reuters. 
NEW EUROBOND  
The central budget is the largest component 
of the country's public finances, which also 
include regional government spending and 
healthcare. The country has posted a surplus 
since 2016 but forecasts a deficit of 0.2% of 
gross domestic product in 2020. 

Babis' government, in power since 2018, has 

raised capital spending, although at 2.5% of 
GDP in 2020's planned budget, it is still lower 
than in the boom years before the global 
financial crisis, and even immediately after the 
crisis. 
Babis has avoided raising corporate and income 
taxes and rejects a proposal by junior 

government party the Social Democrats to 
introduce a new banking sector tax to boost 
budget revenue. 
One exception has been a new 7% digital tax on 

global internet giants that Schillerova said 
should be in place sometime around the middle 
of 2020, raising 2 billion crowns. Excise tax on 

tobacco and alcohol has also increased. 
"We have those giants in mind, like Facebook, 
Youtube, Airbnb, they pay nothing here," she 
said. 
Moody's agency last week raised the country's 
credit rating to Aa3, putting it on a par with 

nations such as Belgium. 
Schillerova said the country could issue its first 
Eurobond since 2012 next year after a long 
absence from foreign markets. Another option 
would be to continue issuing euro-denominated 
bonds on the domestic market, which the 
ministry began this year to help meet its euro-

denominated obligations. 
"The situation is very good, the (European 

Central Bank) cut rates, it creates excellent 
conditions for an issue of euro-denominated 
bonds, so we are rather optimistic," she said. 
Borrowing costs for the country are still quite 
low, boosted by demand from foreign investors. 

 
($1 = 23.3300 Czech crowns) 
(Reporting by Robert Muller; Editing by Kirsten 
Donovan and Mark Potter) 
((robert.muller@thomsonreuters.com; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Czech policy outlook exposed to risk of 

weakening growth abroad  

15-Oct-2019  
PRAGUE, Oct 15 (Reuters) - Government 

spending has helped boost the Czech 
economy, but there are concerns that possible 
further weakening in external markets could 
hinder growth, central bank board member 
Tomas Holub said on Tuesday. 

The Czech central bank is one of the rare 

monetary policy boards in Europe that has kept 
an interest rate hike debate alive while others 
have shifted towards easing measures due to 

prospects of slowing growth in global trade. 

Holub, speaking at an economic debate, said 
concerns of possible further cuts to external 
growth forecasts posed a downward risk to the 

central bank's inflation outlook.  
He said worsening German economic data 
showed there would be spillover into the Czech 
economy. 

"The Czech economy has a very dual character 
right now. Whatever is tied to foreign demand is 
stagnating or growing in the low single digits," 
he said. 
Holub said government spending boosted 
economic growth by about half a percentage 
point this year. The bank expects the economy 
to grow by 2.6% in 2019 and 2.9% in 2020, 

according to its last outlook published in 
August. A regular update is due in November. 

Holub said there had not been any major 
deviations from the latest outlook, and he did 
not see a recession coming. 

The performance of the crown currency, which 
failed to meet central bank expectations that it 
would firm this year, would be a big factor in 

any decision on whether to the key two-week 
repo rate from 2.00%. 
Holub said the crown seemed settled around its 
current level against the euro. It was trading at 
25.82 per euro on Tuesday. The central bank's 
outlook had predicted an average exchange rate 

of 25.4 in the third quarter and 25.2 in the 
fourth. 
Holub said the central bank did not have to 
follow European Central Bank's policy steps, 
given that the crown's exchange rate did not 
reflect the interest rate differential, which was at 
its highest in years. 

He said ECB's easing could force the Czech 
central bank's hand - but that would happen if it 

led to weakening of the crown, which is an 
important inflation factor in the widely open 
economy.  
The bank discussed whether to hike interest 
rates at its last meeting in September. But it 

voted 5-2 to maintain stable borrowing costs 
and said it was likely to continue the debate at 
its November meeting. 
 
(Reporting by Jan Lopatka, writing by Jason Hovet; 
Editing by Simon Cameron-Moore) 
((jason.hovet@thomsonreuters.com; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Poland 

Poland's C/A deficit at 606 mln euros 

in August  

14-Oct-2019  
Oct 14 (Reuters) - Poland's current account 

deficit amounted to 606 million euros 
($668.24 million) in August, compared to a 
revised deficit of 797 million euros in the 
previous month, central bank data showed on 
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Monday. 

Economists polled by Reuters had expected a 

deficit of 587 million euros in August. 
The full balance of payments data is available on 

the central bank website: 
 
($1 = 0.9069 euros) 
(Gdansk Newsroom) 
((gdansk.newsroom@thomsonreuters.com; +48 58 
7785110)) 
(c) Copyright Thomson Reuters 2019 
 
 

Fitch Ratings: Poland's Government 

Faces Greater Fiscal Challenge in 

Second Term  

18-Oct-2019  

Fitch Ratings-Frankfurt/London-October 18: 
Poland's ruling Law and Justice (PIS) party 
may find it harder to avoid fiscal slippage in 
its second term as the economy slows and the 
boost from tax collection enhancements 

recedes, Fitch Ratings says. The government 
has beaten fiscal targets in recent years, while 
implementing significant social spending 

measures. 
Parliamentary elections held on 13 October saw 
PiS retain its majority in the lower house (with 
five fewer seats), but lose control of the upper 
house. It remains to be seen if the result 
cements the PIS's more expansionary fiscal 
stance, but this is possible as social spending 

measures have underpinned support for the 
party. Political considerations will likely remain a 
factor in near-term fiscal policy, with presidential 
elections due next year. 
We think the incoming PIS government is likely 
to submit an amended budget to parliament by 

end-December, as it did after coming to power 
in the 2015 elections. The amended budget will 
probably revise fiscal targets to reflect the 
promised spending measures, notably the 
extension of 13th-month pensions into 2020 
(which was not accounted for in the budget 
announced in late August), as well as forgone 

revenues, for example due to exemptions for 
under-26 year olds from personal income tax 
which were implemented in August. 
We forecast a fiscal deficit of 2.3% of GDP in 
2020, up from a forecast 1.7% this year and 
0.8% in 2018. This reflects our view that the 
August budget's targets of balanced state 
budgets and a general government deficit of 
just 0.4% of GDP significantly understate 

expenditure. Revenues meanwhile rely heavily 
on one-off measures, whose impact is not clearly 

quantified and which may not materialise within 
expected timeframes. As we said when we 
affirmed Poland's 'A-'/Stable sovereign rating on 
27 September, we expect the deficit to peak in 
2020, given the significant social expenditure 

commitments. 
PiS adhered to Poland's stabilising expenditure 
rule (introduced in 2015) during its first term, 
while the EU's 3% of GDP deficit ceiling also 
anchored fiscal policy. In addition, fiscal 
performance was boosted by a strong economy 

and by measures to enhance tax collections that 

significantly narrowed the VAT gap. These will 
provide less support in the party's second term 
as growth slows and further revenue collection 

gains become tougher. In addition, higher 
spending on social programmes, such as the 
expanded 'Family 500+' child benefit 
programme, will prove politically difficult to 

unwind, increasing spending rigidity. 
Fiscal easing will provide a strong boost to the 
economy in 2020, and the labour market and 

wage growth remain strong. Nevertheless, we 
still forecast a cyclical slowdown in growth to 
4.1% this year, 3.3% in 2020, and 2.9% in 
2021. Average GDP growth in 2014-2018 was 

4.1%. 
Medium-term fiscal trajectories remain an 
important part of our sovereign rating 
assessment, and we will monitor how the 
government responds to greater fiscal 
constraints. Weaker commitment to the 3% of 

GDP EU deficit ceiling, or failure to stabilise the 

debt/GDP ratio in the medium term, could be 
ratings negative, while consolidation that leads 
to a sustained fall in public debt/GDP could be 
positive for the ratings. 
The PIS government may also seek to stimulate 
the economy through non-fiscal measures. It is 
set to proceed with annual minimum wage 

increases of 15% in 2020 and 2021, and 10% in 
2022-24. This will raise the minimum wage from 
46% of the average wage in 2018 to 57% in 
2024, among the highest levels in the OECD. 
This should provide a boost to consumer 
spending and growth in the medium term, while 

government revenues may be increased through 
higher social security contributions. However, 
Poland's unit labour cost growth has been 

among the lowest in the region in recent years, 
anchoring its competitiveness, and government 
wage policies that jeopardise competitiveness 
could weigh on investment and growth prospects 

in the long run. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Romania's end-August foreign debt 

rises  

14-Oct-2019  
BUCHAREST (Romania), October 14 (SeeNews) - 
Romania's foreign debt increased to 109 

billion euro ($120 billion) at the end of August 
from 99.8 billion euro at the end of 2018, the 
central bank, BNR, said on Monday. 

The end-August figure includes 74.3 billion euro 
in long-term foreign debt, up from 68.2 billion 
euro at the end of 2018, BNR said in a monthly 
balance of payments report. 
Long-term external debt service ratio fell to 
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17.3% at end-August, compared to 22.6% at 

end-2018. 
Goods and services import cover stood at 5.1 
months at end-August, from 4.9 months at end-

2018. 
The ratio of the BNR’s foreign exchange reserves 
to short-term external debt by remaining 
maturity decreased to 76.4% at end-August, 

compared to 74.1% at end-2018. 
 
($=0.9061 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Romania's crisis won't immediately 

effect crucial credit rating  

15-Oct-2019  
LONDON, Oct 15 (Reuters) - The collapse of 

Romania's government is unlikely to cost the 
country its crucial BBB- credit rating, S&P 
Global said on Tuesday, as a probable delay to 
spending cuts is already factored in. 

"Resulting political uncertainty in Romania will 

almost certainly delay fiscal consolidation 
measures until after the parliamentary elections 
in 2020, putting pressure on the country's twin 
deficits," S&P said. 
"Nevertheless, our base-case macroeconomic 
scenario already captures these risks and we 
do not expect immediate effect on our long-
term sovereign credit ratings on Romania," 

which also currently has a 'stable' outlook. 

BBB- is key rating level as it is the last rung on 
the ladder before 'junk', or non-investment 
grade territory, that risk-adverse heavyweight 
investors tend to shun.  
Romanian Prime Minister Viorica Dancila's 

centre-left government collapsed last week after 

losing a no-confidence vote in parliament, 
raising the prospect of prolonged political 
uncertainty due to a fragmented opposition.  
 
(Reporting by Marc Jones; Editing by Tom Arnold) 
((marc.jones@thomsonreuters.com; +44 (0) 207 542 
9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs)) 
(c) Copyright Thomson Reuters 2019.  
 
 

IMF raises Romania's 2019 GDP growth 

forecast to 4%  

15-Oct-2019  
BUCHAREST (Romania), October 15 (SeeNews) - 
Romania's real gross domestic product (GDP) 
growth is projected to reach 4% in 2019 

before slowing to 3.5% in 2020, the 
International Monetary Fund (IMF) said in the 
October edition of its World Economic Outlook 
report released on Tuesday. 

In its previous WEO report published in April, the 
IMF said it expected Romania's economy to 
expand by 3.1% in 2019 and by 3.0% in 2020. 
The IMF's October forecast for Romania's 2019 

economic growth is below the government's 
projection of a 5.5% increase. 

Romania's consumer prices are expected to rise 

4.2% year-on-year in 2019 and by 3.3% in 
2020, the IMF said. The country's consumer 
prices rose by 3.5% year-on-year in September, 

compared to an increase of 3.9% in the previous 
month, according to the national statistical 
office. On October 3, the central bank 
maintained its monetary policy rate at 2.50%. 

Unemployment rate is projected to rise from 
4.3% in 2019 to 4.6% in 2020, according to the 
IMF forecast. 
The country's current account deficit is forecast 
at 5.5% of GDP this year and 5.2% of GDP in 
2020. This compares with a current account gap 

of 4.5% of GDP in 2018, according to the IMF. 
Romania current accountwas in deficit of 7.080 
billion euro ($7.813 billion) in the first eight 
months of 2019, compared to a gap of 6.104 
billion euro in the same period of last year. 
 
($= 0.9083 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Russia 

Russian Eurobonds inch up on 

expectations of Fed rate cut  

16-Oct-2019  
MOSCOW. Oct 16 (Interfax) - Prices for most 

Russian Eurobond issues are inching up on 
Wednesday on the back of US Treasuries amid 
expectations of further monetary easing by 
the Federal Reserve. 

Sovereign spreads are little changed. 
Russia's benchmark 2030 bonds were up 8 basis 

points from previous closing by 6:15 p.m. 
Moscow time at 114.03% with yield at 2.845% 
per annum, 2.5 bps lower. Three-year US 
Treasuries were up 6 bps from previous closing 
at 100.83%, with yield down 3 bps to 1.59%. 
Spread between Russia-30 and UST3 inched 0.5 

bps wider to 125.5 bps. 
Russia's 2043 bond was up 15 bps at 127.27%, 
yielding 4.08%, down 1 bp; the 2042 bond was 
up 11 bps at 123.22%, yielding 4.04%, down 1 
bp; the 2026 bond was up 14 bps at 109.25% 
with yield down 2.5 bps to 3.185%; and the 
2023 bond was up 13 bpd to 109.24% yielding 

2.385%, down 3.5 bps. 
The 30-year bond maturing in 2047 was 
unchanged at 119%, yielding 4.10%, and the 
10-year bond maturing in 2027 was up 15 bps 
at 106.57%, with yield down 2 bps at 3.275%. 

 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 

Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
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Russian Finance Ministry can float 

yuan-denominated bonds on Moscow 

Exchange in 2020  

17-Oct-2019  

LONDON, October 17. /TASS/. The Russian 

Finance Ministry is considering an opportunity 
of floating yuan-denominated bonds on the 
Moscow Exchange in 2020, Deputy Minister 
Alexey Moiseev told reporters on Thursday. 

"Plans are in place to float yuan-denominated 
bonds in Moscow [on the Moscow Exchange - 
TASS] in 2020," Moiseev said. 

Russia is planning the issue of Panda Bonds for 
several years but the offer was postponed due to 
a certain reasons. The pilot issue of Russian 
government bonds on the Moscow Exchange in 
the amount equivalent to $1 bln was prepared in 
2016 but it had to be postponed because no final 
approval was received from Chinese authorities.  

 
Copyright (c) 2019 Itar-Tass 
Thomson Reuters 2019. All rights reserved. 
 
 

Slovakia 

Slovakia delays plans for balanced 

budget as growth slows  

14-Oct-2019  
• Euro zone slowdown spills over to 
Slovakia 
• Government delays balanced budget to 
2021 

• 2020 deficit now seen at 0.49% of 
GDP 

BRATISLAVA, Oct 14 (Reuters) - Slovakia on 

Monday approved a 2020 budget with a deficit 
of 0.49% of gross domestic product after 
slowing economic growth forced the 
government to delay plans to balance public 
finances by two years to avoid spending cuts. 

Euro zone member Slovakia had originally aimed 
to wipe out budget deficits this year and next for 

the first time in its three-decade post-
communist history, as low unemployment and 
the addition of a fourth car factory in the country 
of 5.4 million people boosted the economy.  
But with signs of trade with the euro zone 
weakening, the Finance Ministry cut growth 
forecasts in September by 1.1 percentage points 

to 2.4% for this year and 2.3% in 2020. 
Economic growth has enabled Central 
European governments to raise social 
spending but keep a lid on deficits. Slovakia is 
the first to see deficit-tightening plans 
wrecked by a slowdown creeping in from 
more affluent Western Europe.  

The finance ministry sees the public finance gap 
at 0.68% of GDP this year and 0.49% in 2020 as 

it seeks to maintain planned social spending 
rises before a general election in February.  
Balanced budgets are the goal after that.  
"Despite the slower growth, we're not reducing 
spending on the elderly, on the weak, on the 

sick," Prime Minister Peter Pellegrini said after 

the government approved budget plans. 
The budget still has to be passed by parliament, 
where the government relies on the votes of 

several independent lawmakers for a majority. 
The cash deficit next year is seen at 2.68 
billion euros ($2.96 billion) with revenue seen 
at 15.89 billion euros and spending at 18.57 
billion euros. 

The government will need to take additional 
measures worth 770 million euros in 2021 and 
1.2 billion euros in 2022 to meet its balanced 
budget goals, the draft budget documents 
said, without specifying what these measures 
would be. 

State debt is expected to fall to 46.8% of GDP in 
2020 under the plan and to 44.8% in 2022, from 
47.9% expected this year. 
Pellegrini's three-party government - led by the 

long-ruling leftist Smer party - has pencilled in 
tax cuts for small businesses, increased 
spending on child benefits and free lunches for 

school children for the 2020 budget. 
Ladislav Kamenicky said the 2020 deficit was 
stretched to the limits allowed by the euro zone 

rules and national budgetary rules and the 
government -- whoever is in charge after the 
election -- would not be allowed to increase the 
gap above the 0.49% level in case even growth 
slows further next year.  
"We are balancing on the edge. We're ready to 
take additional measures either in terms 

expenditures or revenue should the growth risks 
materialise," he said. 
 
($1 = 0.9069 euros) 
(Reporting By Tatiana Jancarikova; editing by Jason 
Hovet/Larry King/Jane Merriman) 
((Tatiana.Jancarikova@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkish budget deficit 17.7 billion lira 

last month  

15-Oct-2019  
ISTANBUL, Oct 15 (Reuters) - The Turkish 

budget showed a deficit of 17.71 billion lira 
($3 billion) in September, data from the 
Finance Ministry showed on Tuesday.  

The September budget showed a primary deficit, 
which excludes interest payments, of 5.6 billion 
lira, the ministry said. 
The budget recorded a deficit of 85.8 billion lira 

in the first nine months of the year, the data 

showed, compared to 56.7 billion lira in the 
same period last year.  
In its three-year economic programme, Ankara 
estimated a deficit of 125.0 billion lira for 2019 
year-end. 
 
($1 = 5.9126 liras) 
(Reporting by Ece Toksabay and Tuvan Gumrukcu; 
Writing by Ali Kucukgocmen; Editing by Jonathan 
Spicer) 
((ali.kucukgocmen@thomsonreuters.com, 
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@alikucukgocmen; +902123507067; Reuters 
Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Ukraine parliament passes provisional 

budget for next year  

18-Oct-2019  
KIEV, Oct 18 (Reuters) - Ukraine's parliament 

approved the government's budget for next 
year at the first reading on Friday, a step that 
is required for the International Monetary 
Fund to approve a new loan deal for the 
country.  

The government's budget draft currently sees 

the budget deficit at 2.09% of gross domestic 
product, economic growth at 3.3% and inflation 

at 6%. The draft will be examined by a 
parliamentary committee before being voted on 
a second time.  
 
(Reporting by Natalia Zinets and Pavel Polityuk; 

Writing by Matthias Williams; Editing by Alison 
Williams) 
((matthias.williams@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Fitch Says Downward Ratings Pressure 

Persists for Latin America Sovereigns  

14-Oct-2019  

Oct 14 (Reuters) - Fitch Ratings: 
• Fitch says downward ratings pressure 
persists for Latin America sovereigns 

• Fitch says Latin America sovereigns' 
outlook has deteriorated over past several 
months amid persistent external headwinds and 
domestic policy uncertainties 
• Fitch says negative rating pressures in 

Latin America region partly reflect a generally 
weaker macroeconomic environment 
• Fitch says slower global and Chinese 
growth as well commodity price volatility is a 
key external challenge for Latin America 
 
((Reuters.Briefs@thomsonreuters.com)) 

(c) Copyright Thomson Reuters 2019. 
 
 

Argentina 

Moody's Says Argentine Consumers 

Will Keep Cutting Back Spending In 

2020 As Sovereign Crisis Deepens   

16-Oct-2019  

Oct 16 (Reuters) - Moody's: 
• Moody's says Argentine consumers 
will keep cutting back spending in 2020 as 
sovereign crisis deepens 

• Moody's says unemployment is likely to 
keep rising into 2020 as Argentina's economic 
contraction extends for a third year in a row 
• Moody's says high inflation will continue 
to restrain purchasing power for argentine 

consumers in 2020 
• Moody's says unanchored inflation 
expectations, along with policy uncertainty, 
raises cost of credit to unaffordable levels for 
most argentine consumers 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 

  
 

IMF will stand by Argentina during 

crisis  

17-Oct-2019  
WASHINGTON, Oct 17 (Reuters) - The 

International Monetary Fund will stand by 
Argentina as it works through its economic 
crisis, Managing Director Kristalina Georgieva 
said on Thursday. 

She added that the Fund was waiting to see the 
future policy framework adopted by the Latin 
American country, which holds an election later 
this month in which a change of government is 

widely predicted. 
"We are fully committed to work with Argentina 
and we are closely engaged," Georgieva told 
reporters, when asked about the future of a 
record $57 billion line of credit given to 
Argentina by the IMF last year, after a market 
crash exacerbated a debt crisis and pushed the 

grain producer towards default. 
Georgieva, who took over as IMF chief last 
month, said the IMF's will to stand by Argentina 
remained "as strong" as it had been under her 
predecessor Christine Lagarde. 
IMF officials are expected to meet with officials 

from Argentina during the IMF/World Bank 
annual meetings in Washington this week, but 
sources familiar with the issue said no decision 
was expected on the release of the next $5.4 
billion tranche of the IMF facility. 
Georgieva told reporters the IMF was closely 
following developments in Argentina, and 
suggested the global lender was awaiting the 

outcome of the Oct. 27 presidential election. 

"We will be very interested to see what policy 
framework will be put in place, and when we 
know that, we can continue this conversation," 

she said in answer to a question about the IMF's 
plans regarding the credit facility. 
Presidential election front-runner Alberto 

Fernandez has said the IMF should give 
Argentina time to revive economic growth to be 
able to pay off its debts. 
Argentina is facing a debt crunch after a sharp 
market crash in August pushed the country 
toward default and forced President Mauricio 
Macri to roll out plans to delay payments on 
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around $100 BILLON of debt. 

 
(Reporting by Andrea Shalal and David Lawder, Editing 
by Rosalba O'Brien) 
((andrea.shalal@tr.com; +1 202-815-7432)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil frees up additional $1.2 bln of 

spending by executive branch  

15-Oct-2019  
BRASILIA, Oct 14 (Reuters) - Brazil's 

government has freed up 4.966 billion REAIS 
($1.2 billion) of additional discretionary 
spending by the executive branch and 2.302 

billion REAIS for other government branches, 
according to a government report seen by 
Reuters on Monday. 
In the report, the government also raised its 
2019 net revenue estimate by 59.9 billion REAIS 
and its primary spending estimate by 168.2 
million REAIS. 
 
($1 = 4.13 REAIS) 
(Reporting by Marcela Ayres; Writing by Gram 
Slattery; Editing by Chris Reese) 
((gram.slattery@thomsonreuters.com; +55-21-2223-
7117)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Colombia 

Colombian court overturns tax reform 

in latest headache for Duque  

17-Oct-2019  
BOGOTA, Oct 16 (Reuters) - Colombia's 

constitutional court overturned on Wednesday 
a tax reform law that came into force this 
year, potentially affecting investment and 
forcing the government to unexpectedly find 

millions in resources in order to meet its fiscal 
goals. 
The court ruled in a 6-3 vote that the law would 
remain valid only through the end of 2019, 
obliging right wing President Ivan Duque's 
government to seek to pass a new law. 
It said the law was not properly published in the 
legislative gazette between votes in the lower 

and upper houses, violating normal procedure. 
The decision was the latest in a series of 
headaches for Duque, whose economic projects 

have faced strong opposition from lawmakers, 
complicating his efforts to reduce debt, boost 
growth and avoid a potential downgrade in credit 

ratings. 
The law included increased income tax on high 
earners, a reduction in business duties and an 
additional tax on banks' earnings. The elements 
of the old law that were overturned or modified 
will come back into effect if lawmakers do not 
pass an alternative proposal by Dec. 31, the 

court ruled.  

The government has not supplied a calculation 
of the fiscal impact of the court's decision. It 

is targeting a deficit of 2.2% of gross 
domestic product next year, down from 2.4% 
this year. 

Finance Minister Alberto Carrasquilla warned 
recently that a decision to overturn the law could 
affect investor confidence and bring lower 
growth for Colombia's $350 billion economy. 
"If it is not upheld, no one will believe again. The 

effect is permanent and in present 
circumstances is worth about a point and a half 
of GDP growth each year," Carrasquilla said. 
The head of the tax agency said the government 
would propose a new law to keep benefits for 
businesses and raise the resources required for 
the budget if the reform was overturned. 

 
(Reporting by Carlos Vargas and Nelson Bocanegra; 
Writing by Julia Symmes Cobb and Luc Cohen; Editing 
by Paul Tait) 
((luc.cohen@thomsonreuters.com; +58 424 133 7696; 
Reuters Messaging: Twitter: 
https://twitter.com/cohenluc)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ecuador 

IMF says will work with Ecuador to find 

way to provide financial, technical 

support  

16-Oct-2019  

WASHINGTON, Oct 16 (Reuters) - The 

International Monetary Fund on Wednesday 
said it would continue to work closely with 
Ecuadorian authorities to identify the best 
way to provide financial and technical support 
to the country after days of violent protests 
against an IMF-backed law to cut expensive 
fuel subsidies. 

The global lender welcomed efforts to reach a 
peaceful solution and expressed its profound 

solidarity with all those affected by the violence. 
"We will continue to work closely with the 
authorities to identify, in the context of the 
current program, the best way in which the Fund 
can provide financial and technical support to 
Ecuador in the period ahead to ensure fiscal 

sustainability and help improve the prospects of 
all Ecuadorians," it said. 
 
(Reporting by Andrea Shalal 
Editing by Chizu Nomiyama) 
((andrea.shalal@tr.com; +1 202-815-7432)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexico probes suspected rigging of 

government bond trading  

14-Oct-2019  
MEXICO CITY, Oct 14 (Reuters) - Mexico's anti-

trust watchdog said on Monday it had 
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summoned an unspecified number of 
participants in the financial markets on 

suspicion of engaging in "absolute 
monopolistic practices" in the brokerage 
market for Mexican government debt. 

The Federal Economic Competition Commission 
(Cofece) said in a brief statement that they had 
been summoned to shed light on what the 
watchdog described as efforts to manipulate the 
price of Mexican sovereign debt. 

 
(Reporting by Noe Torres and Dave Graham; Editing 
by Kevin Liffey) 
((dave.graham@thomsonreuters.com; +52 1 55 5282 
7146; Reuters Messaging: 
dave.graham.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Mexico's government says improved 

peso-debt maturity profile with 

operation  

16-Oct-2019  
MEXICO CITY, Oct 16 (Reuters) - Mexico's 

Finance Ministry said on Wednesday that it 
carried out a peso debt management 
operation to improve the profile of debt 

maturities, paying off 41.1 billion pesos 
($2.14 billion) of debt maturing in 2020 and 
2021. 

That was replaced with debt maturing in 2023 
and 2050, without incurring any additional debt, 
the ministry said. 
 
($1 = 19.2184 Mexican pesos) 
(Reporting by Anthony Esposito; Editing by Frank Jack 
Daniel) 
((anthony.esposito@tr.com; +5255 5282 7140; 
Reuters Messaging: 

anthony.esposito.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela 

Venezuelan Guaido's team proposed 

90-day truce to PDVSA bondholders  

18-Oct-2019  
By Marianna Parraga and Corina Pons 
MEXICO CITY/CARACAS, Oct 18 (Reuters) - 
Venezuela's opposition last week sent holders 
of state oil company PDVSA's 2020 bond a 
proposal to suspend legal actions for 90 days, 
the latest maneuver to avoid losing U.S. 

refiner Citgo Petroleum, three sources familiar 
with the talks said. 

The investors have not yet responded. The bond 
is backed by a 50.1% stake in Citgo Holding, a 
PDVSA subsidiary, and the opposition says it 
does not have the money to make a $913 million 
payment due Oct. 28.  
The bondholders' ability to attempt to seize that 

stake if the payment is missed gives them 
significant leverage compared with other 
creditors, which are also pursuing Citgo's assets.  
The proposal, known as a forbearance 

agreement, is one of several concurrent 

strategies the board is trying to implement to 
save Citgo, a major priority for Venezuelan 
opposition leader Juan Guaido, who is 

recognized as the country's rightful president by 
more than 50 countries including the United 
States.  
"Our short-time goal is to stop immediate 

legal action from both sides. Then, to reach a 
payment agreement," one of the sources said, 
adding that a forbearance deal could pave the 
way for more negotiations with the 
bondholders. 

The team is simultaneously focused on two other 
strategies, the sources said. The first is to 
prepare a lawsuit in a U.S. court to argue the 
bond's issuance was illegal because President 

Nicolas Maduro did not seek the approval of the 
opposition-controlled National Assembly. The 
second is to press U.S. President Donald Trump 
to take executive action to protect Citgo. 

"It's not credible to ask bondholders for 
forbearance while calling the PDVSA 2020 bond 

illegal. I doubt the forbearance route will 
succeed under the current threatening stance," 
said a holder in New York, who did not want to 
be named because he was not authorized to 
speak to the media.  
A spokesman for the Venezuela Creditors 
Committee, which groups holders of Venezuelan 

government and PDVSA debt, did not respond to 
a request for comment on the proposal. Neither 
PDVSA, which remains under Maduro's control, 
nor Guaido's ad-hoc PDVSA board responded to 
requests for comment.  
Guaido, who presides over the National 
Assembly, invoked the constitution to assume a 

rival presidency in January, arguing Maduro's 
2018 re-election was illegitimate. His appointees 

now control Citgo, but Maduro has retained a 
firm grip on power in the OPEC nation.  
Maduro, a socialist who has overseen an 
economic collapse and is accused of corruption 

and human rights violations, calls Guaido a U.S. 
puppet seeking to oust him in a coup and "steal" 
Citgo.  
Washington sanctioned PDVSA in January as 
part of its push to cut off cash flow from Maduro, 
in the process also freezing PDVSA's proceeds 
from oil sales to U.S. customers. It is not clear 

how much money was affected, and Guaido's 
team has not been able to access it to make the 
payment.  
Citgo's own debt covenants currently prevent it 
from making dividend payments to PDVSA, 
meaning it cannot use its considerable cash 

reserves to help the ad-hoc board pay the bond.  

U.S. investment fund T. Rowe Price also offered 
to lend the opposition the money needed to 
make the payment, but only if the U.S. 
government eliminated an element of the 
sanctions preventing U.S. funds from trading 
Venezuelan bonds. 

"There was expectation from some bondholders 
that money will show up, but the truth is that it 
is not possible to fully pay in the short term," 
one of the sources said. 
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(Reporting by Marianna Parraga and Corina Pons; 
Additional reporting by Mayela Armas and Luc Cohen; 
Editing by Steve Orlofsky and Daniel Wallis) 
((marianna.parraga@thomsonreuters.com; +5255 
5282 7159; Reuters Messaging: 
marianna.parraga@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 
 

African debt stabilising but region 

faces headwinds  

18-Oct-2019  
• Despite stabilisation, several states 
still debt distressed 
• Global economic slowdown will curtail 
African exports 
• South African slump weighing on 
regional growth 

By Joe Bavier 
JOHANNESBURG, Oct 18 (Reuters) - Sub-

Saharan Africa's public debt load is stabilising 
but the region's economies face mounting 
headwinds due to slowing global growth that 
will weigh on exports, the International 
Monetary Fund (IMF) said on Friday. 

The IMF has previously warned of the continent's 
rising debt burden, largely the result of 
borrowing to plug gaping budget deficits in 
mineral- and oil-producing countries that 

followed commodities and crude oil slumps. 
In its regional economic outlook, the Fund said 
public debt as a percentage of GDP had settled 
at about 55% on average. 
"What we've seen overall in the region is, by and 
large, debt levels beginning to stabilise," Abebe 

Aemro Selassie, director of the IMF's African 

Department, told Reuters.  
"Going forward I expect it to remain stable 
provided countries implement the budgets that 
they've formulated."  
Still, seven countries - Eritrea, Gambia, 
Mozambique, Congo Republic, Sao Tome and 

Principe, South Sudan and Zimbabwe - are in 
debt distress, the IMF said. Nine others including 
Ethiopia, Ghana and Cameroon are at high risk 
of debt distress.  
"NOT UNAFFECTED" 
The IMF projected regionwide economic 
growth of 3.2% this year, trimming an April 
forecast of 3.5%. It sees growth accelerating 

to 3.6% next year compared to its April 
projection of 3.7%.  
Those forecasts are more optimistic than 
World Bank projections released this month. 

The Fund blamed the downward revision on 
suppressed global growth linked to trade 
tensions between the United States and China as 
well as output disruptions in African oil-exporting 
countries and weaker than expected growth in 

South Africa.  
"The region is not unaffected by what's going on 
globally," Selassie said.  
The continent's most developed economy, South 

Africa is expected to grow just 0.7% this year 

and 1.1% in 2020, according to the report. 
Leading oil exporter Nigeria will grow 2.3% this 
year and 2.5% next. 

The region's third biggest economy, Ethiopia, 
which is pursuing an ambitious reform 
programme under Nobel Prize-winning Prime 
Minister Abiy Ahmed, is on track to record 

growth of 7.4% this year, the Fund said. That 
will slow slightly to 7.2% in 2020.  
More generally, non-resource intensive African 
economies are expected to grow at an average 
of 6% this year, nearly three times faster than 
the continent's oil producers and more than 

twice as fast as other resource exporters. 
The IMF projects inflation in the region to ease 
to 8% in 2020 from 8.4% this year. But, as with 
GDP growth, there are wide differences across 
countries. 
 
(Reporting by Joe Bavier; ; editing by John 
Stonestreet) 
((joe.bavier@thomsonreuters.com; +27 664877766; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net)) 

(c) Copyright Thomson Reuters 2019. 
 
 

SUB-SAHARAN AFRICA 

Sub-Saharan Africa's economic outlook 

uncertain as global growth teeters  

14-Oct-2019  
By Vuyani Ndaba 
JOHANNESBURG, Oct 14 (Reuters) - Sub-

Saharan Africa's economy will accelerate 
going into next year but could be derailed as 
the world moves onto an uncertain path that 
could bring an end to the recent synchronised 

uptrend, a Reuters poll showed on Monday. 

Economists' views differ starkly about where 
exactly in the cycle the global economy is and 
some reckon it is already in a downturn. Africa's 
trading partners are a mixed bag, the U.S has 
reached almost full employment but Europe is 
struggling and China is mired in a trade war. 
Highlighting the uncertainty, the spread 
between forecasts was huge. The most 
pessimistic forecaster for the sub-Saharan 
Africa region expected growth to slow to 
1.3% next year while the most bullish said it 
would expand 3.5%. 

Aly-Khan Satchu, CEO of Rich Management in 
Nairobi, said the continent's biggest economies 
would likely grow softly due to lower Chinese 

demand for the region's exports, a consequence 

of the world's second biggest economy being 
involved in a trade war. 
Still, the survey median showed economists 
expect growth next year of 3.1%, in line with 
a World Bank projection. In 2019 it is 
estimated to grow 2.5-3.0%. 

Nigeria - which clubbed together with South 
Africa makes around half of sub-Sahara's 

regional gross domestic product - is expected to 
grow 2.1% this year and 2.5% next, much 
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slower than predicted in the previous survey. 

South Africa is expected to grow 0.6% in 2019 
and 1.2% in 2020, almost in line with last 
month's consensus. 

"South Africa, Angola and Nigeria - will remain a 
drag on the overall SSA GDP performance during 
2019," said Thea Fourie, senior economist at IHS 
Markit. 

Kenya, East Africa's biggest economy, is 
expected to grow 5.7% this year and stretch 
that by 0.1 percentage point next year while 
Ghana will probably hit 6.2% this year and 6.0% 
next year, both better than the continent's 
biggest economies. 

Nigeria is currently experiencing a sustained 
period of "stagflation", characterised by slow 
economic growth and high inflation and while 
the poll expects price pressures will ease over 
the next two years the inflation rate will remain 
in double digits. 
Nigerian inflation is expected to average 11.3% 

this year, slowing 0.2 percentage points next 
year and to 10.8% in 2021. 
Financial Derivatives Company's (FDC) research 
team in Lagos said the Central Bank of Nigeria 
seems to be leaning towards a combination of 
options that will keep interest rates high until 
inflation falls below the upper limit of its 6-9% 

target.  
"However, this looks most unlikely if you 
consider the full implications of the border 
closure on prices," FDC wrote in note. 
Nigeria has partially closed its western border 
with Benin to curb rice smuggling that is 

threatening the country's attempt to boost local 
production. It wants to be self-sufficient in rice 
but import controls have kept prices high and 
led to smuggling from Benin into Nigeria. 

 
(Reporting by Vuyani Ndaba, Editing by Ed Osmond) 
((vuyani.ndaba@thomsonreuters.com; +27 11 775 
3157)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt 

Minister of Finance: Egypt the most 

attractive investment in Africa and the 

second in the world  

15-Oct-2019  
Minister of Finance: Egypt the most attractive 

investment in Africa and the second in the 
world in GDP. Strategy to reduce the 
proportion of government debt by about 25% 

The Minister of Finance in his meeting with the 

French Ambassador in Cairo: We are firmly on 
the path of economic reform to achieve 
development. 
 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved. 
 

 

Kenya 

IMF cuts Kenya's economic growth 

forecast for 2019 and 2020  

15-Oct-2019  
NAIROBI, Oct 15 (Reuters) - Kenya's economy 

is expected to expand by 5.6% this year and 
6.0% in 2020, the International Monetary 
Fund said on Tuesday, lowering its forecasts 
from earlier this year. 

The Fund did not say what was behind the lower 
projections in its latest World Economic Outlook. 

In April it forecast growth of 5.8% for 2019, and 
5.9% for next year.  
With a well-diversified economy that does not 
depend on a single commodity or sector, Kenya 
has enjoyed rapid growth in recent years, but 
critics say it is not enough to lift many citizens 
out of poverty. 
The IMF's latest forecast is also lower than 
the government's. 
In September, Kenya's Finance Ministry 
forecast the economy would grow by 6.0% 
this year after 6.3% in 2018. 

Data from the Kenya National Bureau of 
Statistics last month showed the economy grew 
by 5.6% in the second quarter of this year, 
down from 6.4% in the same period a year 

earlier. 
It attributed this to a slowdown in the farming 
sector, which accounts for nearly a third of 
output, manufacturing and transport. 
As well as runaway spending, President Uhuru 
Kenyatta's government has been criticised for 

failing to stamp out widespread corruption. 
Critics also accuse the government of saddling 

future generations with too much debt. The 
government says higher borrowing is required to 
fund infrastructure. 
 
(Reporting by George Obulutsa; Editing by Omar 
Mohammed and Giles Elgood) 
((george.obulutsa@thomsonreuters.com; Tel: +254 20 
499 1234; Reuters Messaging: 

george.obulutsa.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Kenya's president refuses to sign the 

budget over rate cap  

17-Oct-2019  

Recasts with Kenyatta's memo 
By George Obulutsa and Duncan Miriri 

NAIROBI, Oct 17 (Reuters) - Kenyan President 

Uhuru Kenyatta has demanded that 
lawmakers remove a cap on commercial 
lending rates, refusing to approve the 
2019/20 (July-June) budget unless the limit 
is lifted, a document sent to parliament from 
the presidency showed on Thursday. 

The move was the latest in a running dispute 

over the rates cap, which the government and 
banking officials say is debilitating to the 
economy because it stalls lending. 
In 2016, the government limited rates banks can 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 
For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  19 

charge customers to four percentage points 

above the central bank's benchmark - currently 
9% - saying they were concerned about high 
rates. 

Last month, lawmakers rejected a June request 
by the Treasury to remove the cap, saying 
lenders had not proven they could be trusted to 
lower rates without pressure. 

The move was the second attempt by the 
government to repeal the cap after a similar try 
last year was blocked by lawmakers. 
"The capping of interest rates has not 
addressed the intended objective particularly 
in expanding credit access," Kenyatta said in 
the note to parliament. 

Kenyan bank shares surged on the Nairobi 

bourse after the news. 
The cap has cut private sector credit growth as 
commercial banks cut off millions of low-income 
customers deemed too risky to lend to, 
government officials and bank executives say.  

It has also had a knock-on effect on the real 
economy as credit-starved businesses lay off 

workers and real estate developers find it hard 
to sell homes to a credit-short market.  
"Investors will react positively to this news, 
in light of the harmful effects of the loan rate 
cap on Kenya's growth prospects, and the 
unnecessary complication that it creates for 
policy," said Razia Khan, head of research for 
Africa at Standard Chartered in London. 

The central bank, which found in a study last 

year that the cap had probably cut 0.4% from 
2017's economic growth, has complained that 
the cap has also made it hard it to transmit its 
monetary policy signals. 
It takes an average of 3-5 months longer for 
policy decisions to be transmitted under the 
capping regime compared with a free interest 

rate regime, Kenyatta said, citing research by 
the central bank. 
Loansharks and other unregulated lenders have 
seized advantage of the gap created by the cap, 
charging desperate borrowers exorbitant rates, 
he said.  

Lawmakers have the option of removing the cap 
from the bill or overruling the president if two 
thirds of the 349 members vote to override his 
position, said Aden Duale, parliament's majority 
leader. 
"The house will deal with the matter in the next 
two weeks and will make a decision," Duale told 

Reuters.  
Legislators who spoke to Reuters said it was too 
early to tell how the house will vote but some 
agreed with the president. 

"I’m in favour of repealing the cap. This cap is a 
just a decoration, just a feel-good thing because 
we cannot get credit from banks. I’m also a 

businessman," said Moses Kuria, a lawmaker 
from Kenyatta's ruling Jubilee party. 
 
(Editing by Frances Kerry) 
((george.obulutsa@thomsonreuters.com; Tel: +254 20 
499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 

 

South Africa 

South African mid-term budget may 

come a day early   

17-Oct-2019  
PRETORIA, Oct 17 (Reuters) - Finance Minister 

Tito Mboweni said on Thursday that South 
Africa's mid-term budget may be presented on 
Oct. 29, a day earlier than scheduled, to 
accommodate President Cyril Ramaphosa's 
travel plans. 

The mid-term budget covers fiscal planning for 
the coming three years. 

"The ... budget policy statement is likely to be 
presented earlier than the 30th of October," 
Mboweni told a meeting to discuss policy 
proposals on how to boost the economy.  
"It turns out (Ramaphosa)... may be out of the 
country so we're going to have to pull back the 

date." 
 
(Reporting by Mfuneko Toyana; editing by John 
Stonestreet) 
((nqobile.dludla@thomsonreuters.com; 
+27115952816; Reuters Messaging: 
nqobile.dludla.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

U.S.-China tariffs drag global growth to 

lowest in a decade  

15-Oct-2019  
By David Lawder and Andrea Shalal 

WASHINGTON, Oct 15 (Reuters) - The U.S.-

China trade war will cut 2019 global growth 
to its slowest pace since the 2008-2009 
financial crisis, the International Monetary 
Fund warned on Tuesday, but said output 
would rebound if their dueling tariffs were 
removed.  

The IMF said its latest World Economic Outlook 
projections show 2019 GDP growth at 3.0%, 
down from 3.2% in a July forecast, largely due 
to increasing fallout from global trade friction. 
The forecasts set a gloomy backdrop for the IMF 
and World Bank annual meetings this week in 
Washington, the first for the Fund's new 

managing director, Kristalina Georgieva. She is 
inheriting a range of problems, from stagnating 
trade to unrest in Ecuador and political backlash 
in Argentina over IMF-mandated austerity 

programs. 
Without a nearly simultaneous easing of 
monetary policy by major central banks, IMF 

chief economist Gita Gopinath said global 
growth would be half a percentage point 
lower in 2019 -- at 2.5%, teetering on the 
edge of widespread recession. 

"The weakness in growth is driven by a sharp 
deterioration in manufacturing activity and 
global trade, with higher tariffs and prolonged 
trade policy uncertainty damaging investment 
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and demand for capital goods," Gopinath said. 

The global crisis lender said that by 2020, 
announced tariffs would reduce global economic 
output by 0.8%. That translates to a loss of 

about $700 billion -- the equivalent of making 
Switzerland's economy disappear. 
The growth downgrade assumes that all 
announced U.S. tariffs on Chinese goods are put 

in place, along with Chinese retaliation. These 
include a 5 percentage point U.S. duty increase 
on Chinese goods originally scheduled for 
Tuesday and 10% tariffs on $156 billion in 
Chinese goods scheduled for Dec. 15. 
If these incremental moves are scrapped 
completely by a U.S.-China trade deal, the 

global GDP loss would shrink to 0.6%, 
Gopinath said. She added that all output 
would rebound by 0.8% if all U.S. and Chinese 
tariffs were removed. 

Services were still strong across much of the 
world, but there were some signs of softening in 

that sector in the United States and Europe, the 
IMF said. 
For 2020, the Fund said global growth was set to 

pick up to 3.4% due to expectations of better 
performances in Brazil, Mexico, Russia, Saudi 
Arabia and Turkey. But this forecast was a tenth 
of a point lower than in July and was vulnerable 
to downside risks, including worse trade 
tensions, Brexit-related disruptions and an 

abrupt aversion to risk in financial markets. 
If Britain were to leave the European Union with 
no customs deal in place, it would cut Britain's 
GDP output level by as much as 5% in the next 
two years and 3% in the longer term, Gopinath 
said. 
INVESTMENT, TRADE STALL 

The World Economic Outlook report spells out 
in sharp detail the economic difficulties 
caused by the U.S.-China tariffs, including 
direct costs, market turmoil, reduced 
investment and lower productivity due to 
supply chain disruptions. 

The IMF said foreign direct investment abroad 
by advanced economies came to "a virtual 
standstill" in 2018 after increasing in earlier 
years to average more than 3% of global gross 

domestic product annually - or more than $1.8 
trillion. 
The institution said the decline of some $1.5 
trillion between 2017 and 2018 reflected purely 
financial operations by large multinational 
corporations, including in response to changes in 

U.S. tax law.  
Global vehicle purchases fell by 3% in 2018, 
reflecting a drop in demand in China after 

expiration of tax incentives and production 
adjustments after adoption of new emissions 
standards in Germany and other eurozone 
countries. 

Global trade growth reached just 1% in the first 
half of 2019, the weakest level since 2012, 
weighed down by higher tariffs and prolonged 
uncertainty about trade policies, as well as a 
slump in the automobile industry. 
After expanding by 3.6% in 2018, the IMF now 
projects global trade volume will increase just 

1.1% in 2019, 1.4 percentage points less than it 

forecast in July and 2.3 percentage points less 
than forecast in April. 
Trade growth was expected to rebound to 3.2% 

in 2020, however risks remained "skewed to the 
downside," the IMF said, with a significant drag 
on both the U.S. and Chinese economies. 
TARIFF, RESHORING LOSSES 

New IMF projections show China's GDP output 
falling 2% in the near term under the current 
tariff scenario and 1% in the long term, while 
U.S. output would decline 0.6% over both 
time spans.  

"To rejuvenate growth policymakers must undo 
the trade barriers put in place with durable 
agreements, rein in geopolitical tensions and 
reduce domestic policy uncertainty," Gopinath 

said.  
But she was cautious about U.S. President 
Donald Trump's announcement on Friday about 
the first phase of a U.S. trade deal with China, 

saying that more details were needed about the 
"tentative" deal. 
The IMF also modeled what would happen if 

multinational firms in the United States, euro 
area and Japan reshored enough production to 
reduce nominal imports by 10%. The lender 
found that it would drive up consumer prices and 
reduce domestic demand, while throttling the 
spread of technology to emerging economies. 

"At 3% growth, there is no room for policy 
mistakes and an urgent need for policymakers to 
cooperatively deescalate trade and geopolitical 
tensions," it said. "Further escalation of trade 
tensions and associated increases in policy 
uncertainty could weaken growth relative to the 
baseline projection."  

 
(Reporting by David Lawder and Andrea Shalal; Editing 
by Cynthia Osterman and Lisa Shumaker) 
((David.Lawder@tr.com; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

IMF says trade war cuts global growth 

to lowest since financial crisis a decade 

ago  

15-Oct-2019  
By David Lawder and Andrea Shalal 
WASHINGTON, Oct 15 (Reuters) - The U.S.-

China trade war will cut 2019 global growth to 
its slowest pace since the 2008-2009 financial 

crisis, the International Monetary Fund 
warned on Tuesday, adding that the outlook 
could darken considerably if trade tensions 
remain unresolved. 

The IMF said its latest World Economic Outlook 
projections show 2019 GDP growth at 3.0%, 
down from 3.2% in a July forecast, largely due 
to increasing fallout from global trade friction. 

The forecasts set a gloomy backdrop for the IMF 
and World Bank annual meetings this week in 
Washington, where the Fund's new managing 
director, Kristalina Georgieva, is inheriting a 
range of problems, from stagnating trade to 
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political backlash in some emerging market 

countries struggling with IMF-mandated 
austerity programs. 
The World Economic Outlook report spells out 
in sharp detail the economic difficulties 
caused by the U.S.-China tariffs, including 
direct costs, market turmoil, reduced 
investment and lower productivity due to 
supply chain disruptions. 

The global crisis lender said that by 2020, 

announced tariffs would reduce global economic 
output by 0.8%. Georgieva said last week that 
this translates to a loss of $700 billion, or the 
equivalent of making Switzerland's economy 
disappear. 
"The weakness in growth is driven by a sharp 
deterioration in manufacturing activity and 

global trade, with higher tariffs and prolonged 
trade policy uncertainty damaging investment 
and demand for capital goods," IMF Chief 
Economist Gita Gopinath said in a statement. 

Services were still strong across much of the 
world, but there were some signs of softening in 
services in the United States and Europe, 

Gopinath said. 
For 2020, the Fund said global growth was set to 
pick up to 3.4% due to expectations of better 
performances in Brazil, Mexico, Russia, Saudi 
Arabia and Turkey. But this forecast was a tenth 
of a point lower than in July and was vulnerable 

to downside risks, including worse trade 
tensions, Brexit-related disruptions and an 
abrupt aversion to risk in financial markets. 
INVESTMENT, TRADE STALL 
The IMF said foreign direct investment abroad 
by advanced economies came to "a virtual 
standstill" in 2018 after increasing in earlier 
years to average more than 3% of global 
gross domestic product annually - or more 
than $1.8 trillion. 

The institution said the decline of some $1.5 
trillion between 2017 and 2018 reflected purely 
financial operations by large multinational 
corporations, including in response to changes in 
U.S. tax law.  
Global vehicle purchases fell by 3% in 2018, 
reflecting a drop in demand in China after 

expiration of tax incentives and production 
adjustments after adoption of new emissions 
standards in Germany and other eurozone 
countries. 
Global trade growth reached just 1% in the first 
half of 2019, the weakest level since 2012, 

weighed down by higher tariffs and prolonged 
uncertainty about trade policies, as well as a 
slump in the automobile industry. 

After expanding by 3.6% in 2018, the IMF now 
projects global trade volume will increase just 
1.1% in 2019, 1.4 percentage points less than it 
forecast in July and 2.3 percentage points less 

than forecast in April. 
Trade growth was expected to rebound to 3.2% 
in 2020, however risks remained "skewed to the 
downside," the IMF said, with a significant drag 
on both the U.S. and Chinese economies. 
TARIFF, RESHORING LOSSES 
New IMF projections show China's GDP output 

falling 2 percent in the near term under the 

current tariff scenario and 1 percent in the long 
term, while U.S. output would decline 0.6 
percent over both time spans.  

"To rejuvenate growth policymakers must undo 
the trade barriers put in place with durable 
agreements, rein in geopolitical tensions and 
reduce domestic policy uncertainty," Gopinath 

said.  
But she was cautious about President Donald 
Trump's announcement on Friday of a "Phase 1" 
U.S. trade deal with China, saying that more 
details were needed about the "tentative" deal. 
The IMF also modeled what would happen if 

multinational firms in the United States, euro 
area and Japan reshored enough production to 
reduce nominal imports by 10%. The lender 
found that it would drive up consumer prices and 
reduce domestic demand, while throttling the 
spread of technology to emerging economies. 
"At 3% growth, there is no room for policy 

mistakes and an urgent need for policymakers to 
cooperatively deescalate trade and geopolitical 
tensions," it said. "Further escalation of trade 
tensions and associated increases in policy 
uncertainty could weaken growth relative to the 
baseline projection."  
 
(Reporting by David Lawder; Editing by Cynthia 
Osterman) 
((David.Lawder@tr.com; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

EMERGING MARKETS 
 

Fitch Ratings: Slowing Growth and 

Interest Rate Cuts in Frontier 

Economies  

15-Oct-2019  
Fitch Ratings-London-October 15: Consistent 

with the broader global economic picture, GDP 
growth is slowing down among frontier 
emerging market economies according to 

Fitch's latest Frontier Vision chart pack. In 
2Q19 GDP growth rates declined in Armenia, 

Costa Rica, El Salvador, Georgia, Ghana, 
Jamaica, Jordan, Kenya, Mongolia, Senegal, and 
Sri Lanka, with Belize, Honduras and Paraguay 
seeing negative rates. 
Frontier markets are also experiencing further 
interest rates cuts, particularly: Belarus, 
Belize, Costa Rica, Cote d'Ivoire, Ghana, 
Jamaica, Jordan, Namibia, Papua New Guinea, 
Paraguay, Sri Lanka and Vietnam. 

Fitch's Frontier Vision chart pack tracks high 
frequency macroeconomic data for the 35 
countries included in NEXGEM. The charts cover 
five years of historical data and the choice of 
data series has been harmonised as far as 
possible across all countries to facilitate 
comparisons. The index comprises 35 countries 

representing Sub-Saharan Africa, Central 
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America, the Caribbean, the Middle East, Europe 

and Asia. Following the recent change in 
NEXGEM index composition Papua New Guinea 
and Uzbekistan replaced Ecuador and Egypt in 

the chart pack. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Commonwealth Secretariat - Officials 

trained in new debt management 

system  

16-Oct-2019  
Several Commonwealth countries are now 
equipped to use the Commonwealth's new 
debt management software, following a two-
week hands-on programme for officials in 
London.  

Commonwealth Meridian is a web-based tool 
that helps governments manage public debt. 
With new and improved features, it replaces the 

Commonwealth's flagship software tool CS-
DRMS, currently used by more than 60 
countries, including half of sub-Saharan Africa as 
well as non-Commonwealth members.  
During the attachment, officials from Trinidad & 
Tobago, The Gambia, the Eastern Caribbean 

Central Bank (ECCB), Central Bank of Swaziland, 
and the Kenya National Treasury, were trained 
to deploy and maintain the Commonwealth 
Meridian system. They were joined by 
representatives from Development Finance 
International (DFI), the official distributor of the 

software outside the Commonwealth.  
The training will also enable them to assist 
the Commonwealth Secretariat in rolling out 
the new system in other member countries, as 
well as support the delivery of technical 
assistance projects.  

Speaking on behalf of the group, Mr George 
Kariuki from the Kenya National Treasury said: 
'We have indeed started the journey of being 
champions of Commonwealth Meridian and we 

can only look with great hope on how this new 
debt management tool will revolutionize our 
countries' debt management.  
'Gazing at the future and the ever evolving 
landscape of IT, Commonwealth Meridian has 
come at an opportune time and will stand out 
amongst other systems of this age as an 

unbeatable debt management tool. We commit 
to be part of its journey to the future'.  
 
(C) Copyright 2019 - Commonwealth Secretariat 
©Thomson Reuters 2019. All rights reserved. 
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