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ASIA 
  

China 

China's government bond futures down 

sharply after upbeat March loans data  

15-Apr-2019  

SHANGHAI, April 15 (Reuters) - Chinese 10-

year Treasury futures for June delivery, the 
most-traded contract, fell as much as 0.68 
percent in initial deals on Monday. 

Market participants said the losses in treasury 
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futures were driven by declines in government 

bonds following better-than-expected loans 

growth data released late Friday.  
Chinese banks extended 1.69 trillion yuan 
($252.09 billion) in net new yuan loans in 
March, up sharply from February and well above 
expectations, as policymakers push lenders to 
support struggling smaller companies and shore 

up a slowing economy. 
The Treasury futures recovered slightly, and 
were last down 0.50 percent at 96.240 as of 
0125 GMT. 
 
($1 = 6.7039 Chinese yuan) 
(Reporting by Winni Zhou and David Stanway 
Editing by Shri Navaratnam) 
(( winni.zhou@thomsonreuters.com ; +86 21 6104 
1777; Reuters Messaging: 
winni.zhou.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  

 
 

China's policy stimulus may worsen 

economic distortions  

16-Apr-2019  
• Stimulus risks further build-up of 

imbalances - OECD 
• May raise debt burden, reverse 
progress in deleveraging 
• Beijing should prevent any policy 
"overshooting" - official 

BEIJING, April 16 (Reuters) - China's stimulus 

measures will shore up economic growth this 
year and next but may undermine the 
country's drive to control debt and worsen 
structural distortions over the medium term, 

the OECD said in a report on Tuesday. 

Beijing has stepped up fiscal stimulus to prevent 
a sharper slowdown in the world's second-
largest economy, which is being squeezed by 
weaker domestic demand and a trade war with 
the United States. 
Local governments will be allowed to issue 2.15 
trillion yuan ($320.60 billion) worth of special 

purpose bonds in 2019 to fund infrastructure 
projects, a jump of 59 percent from last year. 
But S&P Global Ratings estimated last year that 

local governments were already sitting on 
hidden debt that could be as high as 40 trillion 
yuan.  
"Infrastructure stimulus could lift growth over 
the projection horizon, but it could lead to a 
further build-up of imbalances and capital 
misallocation, and thereby weaker growth in 
the medium term," the OECD said in its latest 
survey on China's economy.  

"The stimulus risks increasing once again 
corporate sector indebtedness and, more 
generally, reversing progress in deleveraging," it 

said. 
China's corporate debt has fallen to about 160 
percent of gross domestic product (GDP) due to 

a multi-year clampdown on riskier types of 
financing and debt, but the level was still higher 
than in other major economies, the OECD said. 
The government in March announced tax and fee 

cuts of 2 trillion yuan for companies this year, 

which will lift its budget deficit to 2.8 percent of 

GDP this year from 2.6 percent in 2018. 

China's fiscal stimulus could be as high as 4.25 
percent of GDP this year, up from 2.94 percent 
in 2018, the OECD added.  
Easier monetary policy should help reduce the 
risk of liquidity strains which could put further 
pressure on businesses, said Ludger 

Schuknecht, deputy secretary-general of the 
OECD. 
But he said Beijing should prevent any policy 
"overshooting". 
Fiscal policy should aim to support the economy 
while avoiding any side-effects, he added. 

"I'm sure government authorities and the PBOC 
are monitoring this carefully. It's a matter of 
implementing it (stimulus) in the right way," he 

told an event ahead of the release of the report. 
New bank loans rebounded more than expected 
in March, and totalled a record 5.8 trillion yuan 
for the quarter, as policymakers pushed lenders 

to support struggling smaller, private 
companies, which are seen as higher credit risks 
than state-controlled firms. 
But there are concerns that looser lending 
standards may fuel a further rise in bad loans as 
well as inefficient investment and speculation, 
particularly in the property market. 
Underscoring the OECD's warning about debt 
risks, data on Tuesday showed growth in new 
home prices accelerated in March after 
cooling since November 2018. 

Average new home prices in China's 70 major 
cities rose 0.6 percent, quickening from a 0.5 
percent gain in February, according to Reuters 
calculation of data released by the National 

Bureau of Statistics (NBS).  
Home prices in China are expected to rise more 
this year than predicted just a few months ago, 
a recent Reuters poll showed, as the 
government urges banks to increase lending and 
lower interest rates to support the economy.  
The People's Bank of China (PBOC) has already 

slashed banks' reserve requirement ratio (RRR) 
five times over the past year and is widely 
expected to ease policy further in coming 
quarters to spur lending and reduce borrowing 

costs. 
But top officials have repeatedly vowed not to 
open the floodgates in an economy already 

saddled with piles of debt - a legacy of massive 
stimulus during the global financial crisis in 
2008-09 and subsequent downturns. 
China's economic growth is likely to slow to 6.2 
percent this year - the weakest pace in nearly 
30 years, and growth is expected to cool further 

to 6.0 percent in 2020, the OECD said. The 
economy expanded 6.6 percent in 2018. 
In March, the OECD cut its 2019 growth forecast 
from 6.3 percent. 
The OECD's outlook on China's economy was 
in line with a Reuters poll published last 
week. Growth of China's exports of goods and 
services could slow to 4.5 percent this year 
from 5.1 percent in 2018, amid trade frictions 

with the United States, the OECD predicted. 

China's current account may swing to a deficit of 
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0.1 percent of GDP this year from a small 

surplus in 2018, amid its rebalancing towards 

domestic demand, the OECD added.  
 
($1 = 6.7061 Chinese yuan renminbi) 
(Reporting by Kevin Yao; Editing by Kim Coghill) 
(( kevin.yao@thomsonreuters.com ; +8610 6627 
1215; Reuters Messaging: 
kevin.yao.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

China Q1 GDP growth set to slow to 6.3 

pct, more policy support needed  

17-Apr-2019  
• China economy seen growing 6.3 pct 
y/y in Q1, vs Q4's 6.4 pct 
• Q1 growth reading would be weakest 
since at least early 1992 
• Main focus will be on March data for 

any signs stimulus is starting to be felt 
• But too early to call a recovery, more 
support still needed 
• Q1 GDP, March activity data due Apr 
17 at 0200 GMT 

By Kevin Yao 
BEIJING, April 17 (Reuters) - China is expected 

to report on Wednesday that economic growth 
slowed to its weakest pace in at least 27 
years in the first quarter, as policymakers 

seek to head off a sharper slowdown that 
could stoke job losses. 

But China's trading partners and investors likely 
will focus on readings for March, hoping for signs 
that months of stimulus are starting to stabilise 
activity in the world's second-largest economy at 
a time when global demand looks shaky. 
"The data is likely to show the clearest evidence 

yet of economic recovery," though questions 
remain over the strength of any rebound and 
how long it will last, analysts at Nomura said in 
a research note on Tuesday, reflecting high 
expectations in the market.  
Beijing has stepped up fiscal stimulus this 
year to shore up growth, announcing billions 

of dollars in additional tax cuts and 
infrastructure spending, while Chinese banks 
lent a record 5.8 trillion yuan ($864.8 billion) 
in the first quarter, more than the gross 
domestic product (GDP) of Switzerland. 

Analysts polled by Reuters expect China to 
report GDP grew 6.3 percent in the January-
March quarter from a year earlier, which would 
be the slowest pace since the first quarter of 

1992, the earliest quarterly data on record.  
That would mark a further loss of momentum 
from the previous quarter's 6.4 percent, which 
was the weakest since the global financial crisis. 
But data for March, which will be released at the 
same time (0200 GMT), is expected to show 
stronger growth in industrial output, investment 

and retail sales, according to analysts polled by 

Reuters, suggesting the economy may be 
bottoming out, even if a turnaround is too early 
to call. 
Premier Li Keqiang recently said changes in the 
economy in March had exceeded expectations, 

with the economy operating in a steady manner 

in the first quarter. 

Prices for steel reinforcing bars used in 
construction shot to 7-1/2 year highs this week, 
while steel mills have ramped up output to nine-
month highs as winter pollution restrictions are 
eased.  
Analysts say an unexpectedly strong lending 

report on Friday set the stage for a recovery in 
investment in the second half of the year, 
though other data showed imports shrank for a 
fourth month and auto sales fell again, indicating 
domestic demand remains sluggish.  
Upbeat March activity readings would add to 

growing optimism over China's outlook amid 
signs that Washington and Beijing may be 
nearing a deal to end their bruising trade war. 

But analysts do not expect a sharp rebound in 
China like recoveries in the past, which created 
a strong reflationary pulse worldwide, noting its 
latest stimulus measures have so far been 

relatively more restrained. 
MORE SUPPORT SEEN NEEDED 
Some China watchers have dialed back their 
expectations of further policy easing in light 
of better-than-expected March credit and 
export data, and improvements in factory 
surveys. 

But most economists believe more support will 
still be needed to ensure a sustainable recovery.  

Earlier growth-boosting measures will take time 
to fully kick in, and corporate balance sheets are 

expected to remain under stress if profits are 
slow to recover from their worst slump in more 
than seven years. 
The central bank has cut banks' reserve 
requirement ratios (RRR) five times since early 

last year to free up more funds for lending. It 
has also pressed banks to keep lending to 
struggling firms despite the risk of more bad 
loans, and has guided interbank interest rates 
lower to reduce financing costs.  
Economists in the latest Reuters poll released 
on Friday (before the credit data) forecast 
three more RRR cuts of 50 basis points each 

in this quarter and the next two.  

But the People's Bank of China (PBOC) has so 

far refrained from cutting benchmark lending 
rates as it did in past downturns, suggesting 
policymakers are treading more carefully in 
pump-priming an economy that is laden with 
debt from past credit sprees. 

The OECD echoed those concerns in a report on 
Tuesday, saying stimulus measures will shore up 
economic growth this year and next but may 
undermine the country's drive to control debt 
and worsen structural distortions over the 
medium term. 
China's economic growth cooled to 6.6 percent 

in 2018, weighed down by multi-year 
clampdowns on riskier lending and pollution that 

deterred fresh investment, and by escalating 
U.S. and Chinese tariffs on each other’s' goods. 
Economists polled by Reuters expect a further 
pullback to 6.2 percent in 2019 - the slowest in 

nearly 30 years but roughly in the middle of 
Beijing's 6-6.5 percent target range. 
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($1 = 6.7067 Chinese yuan renminbi) 
(Reporting by Kevin Yao; Editing by Kim Coghill) 
(( kevin.yao@thomsonreuters.com ; +8610 6627 
1215; Reuters Messaging: 
kevin.yao.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Georgia 

S&P Says Georgia Outlook Revised To 

Positive On Economic Resilience; 'BB-

/B' Ratings Affirmed  

12-Apr-2019 22:40:59  
April 12 (Reuters) -  
S&P says Georgia outlook revised to positive 

on economic resilience; 'bb-/b' ratings 
affirmed. 

S&P says forecast Georgia's economy will 
maintain comparatively high growth rates, even 
in times of a more difficult external 
environment. 
S&P says expects Georgia will remain compliant 
with funded IMF program conditions, which 

should support foreign exchange reserves, 
investor confidence. 
S&P, on Georgia, says see some risks of 
heightened volatility given approaching 
parliamentary elections in 2020. 
S&P, on Georgia, says continue to see risks from 

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

India 

India central bank to remain watchful 

on growth, financial stability  

13-Apr-2019  
MUMBAI, April 13 (Reuters) - India's central 

bank will remain vigilant and strive to revive 
growth in Asia's third-largest economy, as 

well as pushing to maintain macroeconomic, 
financial and price stability, its governor said 
in a speech on Friday. 

India lost momentum in the final quarter of 
2018, reducing its annual rate of economic 
growth to 6.6 percent, the slowest pace in five 
quarters and much less than expected. 
But Reserve Bank of India (RBI) Governor 

Shaktikanta Das said the country's real gross 
domestic product (GDP) growth was expected to 
reach 7.2 percent in the fiscal year to March 
2020, which he described as the strongest 
among the world's large economies. 
India's annual retail inflation rate rose in March 

to 2.86 percent, from 2.57 percent in the 

previous month, but remained below the central 
bank's target for an eighth straight month, 
increasing the chances for a key interest rate cut 
in June. 
"Inflation has remained below target, averaging 

3.6 per cent for the period under the inflation 

targeting framework so far," Das said in the 

speech, uploaded on the RBI website early on 
Saturday. He said he was referring to the period 
from October 2016 to February 2019. 
The RBI has lowered its retail inflation 
forecast to 3.8 percent by January-March 
2020, but warned it could be higher if food 
and fuel prices climb abruptly, or if fiscal 

deficits overshot targets. 

India's current account deficit is expected to be 
around 2.5 per cent of GDP in 2018-19 and the 
gross fiscal deficit has kept to budgetary targets, 
he added. 
Das underscored the risks facing emerging 
market economies such as a India as global 
growth and trade weaken. 

"There is considerable uncertainty as to whether 
this weakness is temporary or the beginning of a 
recession in advanced economies," Das said, 
adding that central banks around the world were 
not tightening monetary policy, with some even 
promoting easier lending conditions. 

The RBI cut its policy interest rate by 25 basis 
points earlier this month, in a widely expected 
move to boost the economy at a time Prime 
Minister Narendra Modi is seeking a second term 
in a national election. 
Emerging market economies also remain 
exposed to financial market volatility, Das 
said, and financial conditions could heighten 

existing stress on the balance sheets of 
lending institutions in some countries. 

 
(Reporting by Sankalp Phartiyal; Editing by Joseph 
Radford) 
(( sankalp.phartiyal@thomsonreuters.com ; +91-22-
61807186; Reuters Messaging: 
sankalp.phartiyal.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

India To Switch Bonds Depending On 

Market Conditions   

16-Apr-2019  
By Mukesh Jagota 
NewsRise 

NEW DELHI (Apr 16) -- India will conduct 

government bond switches depending on 

market conditions and as and when the need 
for such operations arises, a government 
official said.  

The government may not switch bonds every 
month, the official added.  
Last month, India’s Finance Secretary 
Subhash Chandra Garg had said that the 
government will announce a bond switch 
calendar, and conduct a switch on every third 
Monday of the month.  

However, no switch has been announced in this 
fiscal year that started Apr. 1.  
Earlier this month, a government official had 

said that switch would take place through 
auctions and New Delhi may switch more than 
targeted 500 billion rupees of bonds this fiscal 
year if the process took off well.  

The government generally switches short term 
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bonds for long term notes in order to reduce 

near-term redemption pressure.  

 
- By Mukesh Jagota; mukesh.jagota@newsrise.org; 
91-11-66767700 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds End Steady Ahead Of MPC 

Minutes  

16-Apr-2019  
By Siddhi Nayak 
NewsRise 

MUMBAI (Apr 16) -- Indian government bonds 

ended little changed, as investors stayed on 

the sidelines awaiting the minutes of the 
Monetary Policy Committee's April meeting for 
guidance on interest rates. 

The benchmark 7.26% bond maturing in 2029 
ended at 99.09 rupees, yielding 7.39%, 
unchanged from yesterday. The Indian rupee 
settled at an over one-week low of 69.60 to the 
dollar, against 69.42 at the previous close. 

Indian financial markets will be closed tomorrow 
and on Apr. 19 for local holidays. 
“Since this is a holiday-truncated week, traders 
are liquidating their positions, while fresh supply 
of notes and Treasury Bills has kept prices under 

pressure,” Debendra Kumar Dash, assistant vice 
president - treasury at AU Small Finance Bank, 

said. “Traders now await the minutes of MPC’s 
April meeting before taking fresh positions.” 
India's MPC had cut rates by 25 basis points 
each in February and April, with the focus 
shifting to growth as inflation stayed below 
4% target for several months. The minutes of 
the policy, due by Apr. 18, would throw light 
on whether another rate cut is likely in June, 
according to traders. 

Several brokerages expect the MPC to cut key 

policy rate at least one more time in the coming 
months. Nomura sees a 60% probability of a cut 
at the next meeting the ends Jun. 6. 

India's weather department has predicted a near 
normal monsoon rainfall this year. The nation's 
headline inflation was at 2.86% on year in 

March, lower than the central bank’s target for 
the eighth consecutive month. 
New Delhi will raise 170 billion rupees via bond 
auction on Apr. 18, after it sold Treasury Bills 
worth 200 billion rupees today. The cutoff yields 
for T-Bills rose for a second consecutive week. 
India’s general elections began last week, and 

voting will be held in several phases through 
May. The election outcome is due on May 23. 
Meanwhile, India will conduct government bond 
switches depending on market conditions and as 
and when the need for such operations arises, 

an official said. The government may not switch 
bonds every month, the official added. 

Last month, India’s Finance Secretary Subhash 
Chandra Garg had said that New Delhi will 
announce a bond switch calendar, and conduct a 

switch on every third Monday of the month. The 

government aims to switch bonds worth 500 

billion rupees in the current fiscal year that 
started Apr. 1. 
The benchmark Brent crude contract was up 
0.09% at $71.25 per barrel after falling 0.5% 
yesterday. India imports 80% of its crude oil 
requirements. 

 
- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353300 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

RBI's 3-year bonds see poor demand 

as market seeks higher yields  

19-Apr-2019  
The Reserve Bank of India found takers for 
only less than half of three-year bonds worth 
?3, 000 crore it auctioned on Thursday, as 
investors expected higher yield amid tight 
liquidity in the market. 

As many as 65 bidders sought to buy the paper, 
which will mature in 2021, but the central bank 

accepted just five bids for ?1, 380 crore with a 
weighted average yield of 6.72%. The 
underwriters to the issue, known as primary 
dealers, need to take the unsold portion of ?1, 

620 crore in their books. 
"The devolvement is a reflective of a tight 

liquidity situation while the bond market too is 
showing signs of fatigue, " said Sandeep Bagla, 
associate director at Trust Capital. 
Market participants are seeking higher spread 
over the RBI's policy rate - which is currently 
6% - because of the shortage of cash, he said. 
"The RBI is clearly not comfortable with it as the 
proposed dollar swap auction is expected to 

infuse more rupee liquidity, easing the cash 
crunch in the market." 
The sale took place Thursday as Friday - which is 
usually the day when auctions are held - is a 
public holiday this week. 

The banking system has been running short of 
cash with the deficit hovering in the range of 

?71, 000-51, 000 crore in April. Election 
spending is primarily blamed for this. 
The RBI has introduced a new method to infuse 
rupee liquidity, called dollar swap auction, which 
should collectively pump in $10 billion equivalent 
of rupees into the system by next week. 
The RBI, the investment banker for the 

government, sold five series of sovereign bonds 
on Friday, raising ?17, 000 crore collectively. 
 
For Reprint Rights: timescontent.com 
Copyright (c) 2019 BENNETT,COLEMAN & CO.LTD. 
©Thomson Reuters 2019. All rights reserved. 
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Indonesia 

External debt up, driven by sukuk 

issuance  

17-Apr-2019  
Marchio Irfan Gorbiano, The Jakarta Post, 
Jakarta 
Indonesia's external debt rose in February, 
driven by foreign capital inflows into the 
government's sukuk (Islamic bonds), 
according to data from Bank Indonesia (BI). 

The country's external debt, which includes 

government and private sector borrowing, 
increased 8.8 percent year-on-year (yoy) to 
US$388.7 billion in February. The government's 

yoy borrowing growth in February outpaced the 
previous month's 7.2 percent yoy growth. 
The government and central bank's borrowing 
recorded a 7.3 percent yoy growth in February 

to $190.8 billion. The growth was almost double 
the 3.9 percent yoy growth recorded in the 
previous month, driven by foreign capital inflows 
into the domestic bond market and coupled with 
the issuance of $2 billion in sukuk in 
February. 
The Finance Ministry had issued a $750 

million green global sukuk with 5.5 years 
maturity, as well as $1.25 billion in regular 
global sukuk with a 10-year maturity date in 
February, both of which are oversubscribed by 
3.8 times. 

Indonesia welcomed Rp 91 trillion ($6.49 billion) 
worth of foreign capital year-to-date (ytd), Rp 
75 trillion of which went to the sovereign bond 
market and the remainder was invested in the 

stock market, BI deputy governor Mirza 
Adityaswara said recently. 
External borrowing from the private sector, 
which also includes that of state-owned 
enterprises (SOEs), was recorded at $1.3 billion 
in February, up by 10.8 percent yoy -- relatively 

flat compared to the previous month's yoy 
growth but it outpaced the growth of the 
government's external debt over the same 

period. 
Most of the private sector's external debt was 
concentrated in four sectors, BI data revealed, 
namely financial and insurance services, 
manufacturing, electricity, gas and steam 
procurement and mining. The sectors grabbed 

a 74.2 percent market share of the private 
sector's total external debt. 

Institute for the Development of Economics and 
Finance (Indef) economist Bhima Yudhistra 
Adhinegara said the outlook of the global 
financial market, marked by the turnaround of 
the United States Federal Reserve's more dovish 
tone this year compared to in 2018, had led 

emerging country like Indonesia to be seen in a 

positive light by foreign investors. 
Such a situation, coupled with BI's monetary 
policy stance that still maintained relatively high 
benchmark rates, made bonds issued by 
Indonesian corporations considerably attractive 

for foreign investors, Bhima said. 

"There was huge interest from foreign investors 

to buy Indonesian corporate bonds as they 

offered interesting yield amid our high interest 
rates at a time when [the global environment] 
had a more dovish outlook," said Bhima. 
While domestic lending had grown within BI's 
targeted range, Samuel Sekuritas economist 
Lana Soelistianingsih said most of the lending 

went into government-related projects, which 
therefore highlighted a lack of willingness by 
domestic banks to lend to the private sector, 
prompting the latter to seek sources of funding 
from abroad. 
"Many of the loans went to government-related 

[projects]. There was some [lending] that was 
funneled to the private sector but it was not as 
much as those [loans] that were channeled to 

the government-related [projects]," said Lana, 
explaining that banks made such moves to 
secure their bottom lines. 
Loan disbursement grew by 12 percent in 
January, touching the upper range of BI's 

target of between 10 and 12 percent this 
year. 

Lana said that Indonesia's external debt growth 
also had the potential to accelerate going 
forward because of persisting structural problem 
in Indonesia, namely the gap between domestic 
savings and the massive need for investment. 
"When we talk about external debt, there is 

potential that it will continue to pick up because 
domestic savings are not adequate to finance 

investments," said Lana, emphasizing the need 
for corporations to hedge their foreign-
denominated borrowing so as to avoid any 
currency risks. 

Despite the growth of the country's external 
debt, BI said it was still considered at a safe 
level as external debt-to-GDP was recorded at 
36.9 percent as of February, which was 
relatively unchanged and still within range of 
peer countries. 
Moreover, 86.3 percent of the external debt has 

a long-term maturity date. 
 
Copyright (c) 2019 The Jakarta Post 
©Thomson Reuters 2019. All rights reserved. 
 
 

Election boost for Indonesian bonds  

18-Apr-2019  

• Bonds: Demand for bonds to resume 

as political uncertainty clears  
By Krishna Merchant and Frances Yoon 
SINGAPORE/HONG KONG, April 18 (IFR) - Early 

results indicating a victory for Indonesian 
president Joko Widodo in last Wednesday's 
elections bode well for the country's debt 
capital markets as investors look forward to 

five more years of macro stability and 
infrastructure spending that will help fuel a 
growing economy. 

Five-year sovereign CDS narrowed 3bp on 
Wednesday to a 13-month low of 89.7bp, before 
retracing 1bp on Thursday. Indonesian offshore 
credits continued to tighten on Thursday, as 
global investors welcomed news of Jokowi's 
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second victory against former general Prabowo 

Subianto. 
In the domestic market, stocks rose as much 
as 2.3% and the yield on the 10-year 
government bond rallied 5bp to 7.578% on 
Thursday morning after unofficial results 
showed the incumbent president winning at 
least 54% of the popular vote. 

A second term, widely predicted by opinion polls 
months before Wednesday's election, will allow 

Indonesia to continue with its US$300bn 
infrastructure agenda, as well as extend reforms 
to improve the investment climate, raise tax 
revenue ratios and lower inflation. 
"From a rating perspective, a continued policy 
focus on macro stability is of particular 
relevance," said Thomas Rookmaaker, director 

at Fitch. "Such policies fall mainly in the domain 
of the central bank, but the government has 
played a supportive role over the past few years 
through prudent fiscal management and policy 
coordination." 
Indonesia is rated Baa2/BBB–/BBB after a series 
of rating upgrades in the past two years.  

INFRASTRUCTURE FUNDING 
The end to the threat of political upheaval 
sets a positive backdrop for Indonesian 
borrowers, especially from the infrastructure 
sector, which have become frequent issuers in 
the domestic bond market amid growing 
interest from asset management companies in 
Malaysia and Singapore.  

"Widodo's win will be positive for the markets 

because investors need policy certainty as he 
pushes for infrastructure and building a social 
safety net," said Adi Saputra, portfolio manager 
for fixed income at Sucor Asset Management. 
"In the last four years, more infrastructure 
companies have been raising funds through the 
domestic bond market. They will continue to 

meet their refinancing requirements through 
rupiah bonds." 
Offshore issuance is also expected to pick up 
next month, a Hong Kong-based debt syndicate 
banker said, pointing to his pipeline of quasi-
sovereign, investment-grade and high-yield 
deals. 

"The elections were important for quasi-
sovereigns as a change in power could have 
delayed approvals, but high-yield issuers would 
have been less impacted by it," he said. 
Prospective offshore issues are expected to be 
met with abundant global liquidity, which has 

helped drive a rally in Indonesian offshore 
bonds. 
By Wednesday afternoon, Indonesia's US$750m 
3.9% 2024s and US$1bn 5.35% 2049s, 
launched in February in the most recent offshore 
sovereign deal, had tightened more than 30bp 
and a whopping 72bp respectively to a bid yield 

of 3.67% and 4.67% since issue, according to 
Refinitiv data. Those bonds continued to tighten 

on Thursday morning. 
Bank Mandiri, which issued US$750m at the 
beginning of the month, saw its April 2024s 
tighten 9bp to a bid of Treasuries plus 156bp in 
the past two weeks, according to Tradeweb, 

while textile manufacturer Delta Merlin Dunia's 

US$300m five-year notes tightened over 80bp to 

yield 7.8%.  
ONSHORE RATE HOPES 
With political uncertainty out of the way, 
investors see opportunities in the onshore 
bond market amid expectations that yields 
could tighten further. 

"If the election is smooth and Jokowi wins, there 

is still room for domestic bond yields to come 
down; this could spur more onshore/offshore 
issuance," Sonny Thendian, head of fixed income 
at Indo Premier Securities, told IFR ahead of the 
elections.  
"Some issuers have been holding back their 
fundraising plans since last year."  

Foreign demand for the country's government 

bonds is also expected to rise from current 
levels, although the pace could slow, according 
to Jennifer Kusuma, a senior Asia rates 
strategist at ANZ. 
"To put into context, year to date inflows into 
rupiah government bonds up to 15 April now 

amount to almost Rp60trn, or comparable to last 
year’s full-year inflows of Rp57trn," she said.  
Kusuma expects yields on the 10-year 
government bond to tighten to 7.00%-7.25%, 
and recommends bond investors to maintain 
partial forex hedges covering the seasonally 
weaker period for the rupiah in May to August. 

The local 10-year benchmark was last seen at 
7.58%, down 9bp since polls opened on 

Wednesday morning.  
 
(This article will appear in the April 20 issue of IFR 
Asia magazine. Reporting by Krishna Merchant and 
Frances Yoon; Editing by Steve Garton) 
(( frances.yoon@thomsonreuters.com ; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net )) 
NEWS-06 
(c) Copyright Thomson Reuters 2019. 
 
 

Israel 

Fitch Ratings: Next Israeli Govt's 

Consolidation Efforts Will Face Hurdles  

15-Apr-2019  
Fitch Ratings-Hong Kong/London-April 15: 
Israel's next government faces hurdles in 
implementing fiscal consolidation, although 
our base case is that it will take steps to 
narrow the country's budget deficit, Fitch 

Ratings says. This would be consistent with 
Israel's record of deleveraging, which saw the 

government debt/GDP ratio fall to close to 60% 
in 2017 from more than 90% in the early 2000s. 
Initial results from last week's elections have 
incumbent Prime Minister Benjamin Netanyahu's 
Likud party winning 36 seats against the new 

Blue and White party's 35 seats out of 120. 
Netanyahu is expected to begin coalition talks 

with smaller right-of-centre and religious 
parties, potentially giving him a record fifth term 
as prime minister. 
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Our fiscal forecasts when we affirmed Israel's 

'A+'/Stable rating on 25 March assumed that the 

process of forming a government and agreeing a 
legislative agenda could delay consolidation 
measures for several months. The incoming 

government is inheriting a high fiscal deficit, 
despite Israel's strong position in the 
economic cycle. Our forecast that the central 
government deficit will narrow to 3.0% of 

GDP in 2020 after widening to 3.5% this year 
(the official target in the 2019 budget is 
2.9%) reflects a fairly broad-based political 
commitment to running a responsible fiscal 
policy. Nevertheless, these deficits would still 
imply increases in government debt/GDP. 

The formation of another Likud-led coalition 
would suggest broad policy continuity. But the 
details and timing of any consolidation measures 

will depend on the outcome of coalition talks, 

including whether spending commitments are 
made to secure smaller parties' support, as 
happened after the 2015 elections. Political 
pressures to reduce income inequality and living 
costs, and tackle perceived shortfalls in 
investment in human and physical capital, could 

also delay fiscal adjustment. High defence 
spending is a long-standing constraint on 
budgetary flexibility. 
These pressures have been evident recently in 
the somewhat pro-cyclical budgeting by the 
previous government. Strong economic growth, 
buoyant revenues and shekel appreciation kept 

government debt/GDP falling until 2018, when a 
wider budget deficit nudged the ratio back to 
61%. We forecast government debt/GDP to edge 
up further in 2019-2020 due to larger deficits. 
Furthermore, the scope for further large revenue 
gains from loan repayments, land sales and tax 
windfalls from start-up sales has fallen. 

Political uncertainty could also disrupt policy 
making, including the possible confirmation of 
the indictment of Netanyahu in several criminal 
cases. However, coalition governments in Israel 
usually do not last a full term and Israel's 
sovereign credit profile has been resilient to past 

political shocks. 
While weak public finances relative to 'A' 

category peers and political and security risks 
weigh on Israel's sovereign rating, it is 
supported by strong external finances, robust 
macroeconomic performance, and solid 
institutional strengths. High public debt is a 

rating weakness, but the share of external debt 
is low, and Israel benefits from high financing 
flexibility. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
The original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
©Thomson Reuters 2019. All rights reserved.  
 
 

 

Israel debt burden rose to 61 pct of 

GDP in 2018  

15-Apr-2019  
JERUSALEM, April 15 (Reuters) - Israel's ratio 

of debt to gross domestic product rose to 61.0 
percent in 2018, the Finance Ministry's 
accountant general said on Monday, in a 
revision from a preliminary estimate of 61.2 
percent.  

The debt ratio was 60.5 percent in 2017. It rose 
last year as overall debt increased by more than 
40 billion shekels ($11.23 billion), and amid a 
significant depreciation of the shekel against the 

dollar and euro, the ministry said. 
The Bank of Israel has urged budget cuts and 
tax hikes to prevent the ratio from climbing 

further. Much will depend on the makeup of a 
new governing coalition after last week's general 
election. 
 
($1 = 3.5617 shekels) 
(Reporting by Steven Scheer; Editing by Tova Cohen) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2019.  
 
 

Israel govt bonds meet minimum 

criteria for FTSE Russell global index  

16-Apr-2019  
JERUSALEM, April 16 (Reuters) - Global index 

and data provider FTSE Russell said Israel 
could enter its World Government Bond Index 
(WGBI) in 2020 after meeting the minimum 
market criteria on market size and credit 
quality. 
"Should these criteria continue to be met for the 
September 2019 review, an announcement 

regarding a resulting index inclusion change and 
the timetable for implementation, which will 
include a minimum notice period of 6 months, 
will be made shortly thereafter," said Nikki 
Stefanelli, head of fixed income index policy at 

FTSE Russell. 

Israeli government bond prices rose as much as 
1.6 percent in afternoon trading in Tel Aviv. 
Israeli stocks are already considered developed 
market but government bonds have remained at 
an emerging markets status. 
Finance Minister Moshe Kahlon said entry to the 
WGBI would lead to an influx of foreign 

investment. 
 
(Reporting by Steven Scheer; Editing by Tova Cohen) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2019. 
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Lebanon 

Fearing austerity, Lebanese protest 

ahead of budget  

16-Apr-2019  
• State budget for 2019 seen as critical 
reform test 
• Public sector wage bill in focus, power 
reform plan approved 
• PM Hariri cites Greek crisis, but says 
government won't allow this 

BEIRUT, April 16 (Reuters) - The Lebanese 

government has yet to disclose its budget for 
2019 but protesters are already in the streets 

fearing the "difficult and painful" reforms it is 
expected to announce as it tries to get 
spending in control and rein in public debt. 

Retired army officers blocked several highways 
with burning tyres on Tuesday, a preemptive 
warning to the government against any cuts to 
their pensions that might be part of its effort to 
reduce one of the world's heaviest public debt 

burdens. 
Though small, the protests offered a glimpse of 
the political minefield facing the government. 
The budget is seen as a critical test of its will to 
enact long-stalled reforms that economists say 
are more pressing than ever for an economy 
that has suffered years of low growth. State 

finances are strained by a bloated public sector, 

high debt servicing costs and hefty subsidises 
spent on the power sector. 
"We went out today to tell them that our 
pensions are a red line," said Khaled Ammar, 
one of a number of retired officers blocking the 

highway south of Beirut.  
The budget has yet to be finalised but 
speculation it will include cuts to the massive 
public wage bill has grown since Foreign 
Minister Gebran Bassil hinted at such steps on 
Saturday. 

"There are those who should be making people 
aware today that if a temporary reduction 
doesn't happen, then there will be no salaries for 

anyone," he wrote on Twitter, adding that "if we 

must start with the ministers and MPs, so be it". 
Protesters said tackling corruption should be the 
priority.  
"If the economic condition of the country has 
reached this difficult level ... we are not 
responsible for it, the politicians are," said 

Ammar, a father of three who served in the 
military for three decades.  
BLOATED PUBLIC SECTOR 
Lebanese leaders have been warning of 
economic crisis for some time. In a February 
policy statement, the new government 
committed itself to launching fast and 
effective reforms that could be “difficult and 
painful” to avoid a worsening of economic, 

financial and social conditions. 

Prime Minister Saad al-Hariri said last week he 
was concerned about a Greek-style crisis in 
Lebanon while saying that government 
measures would prevent "economic problems".  

At a Paris conference last year, Lebanon 

promised to cut its budget deficit by 1 percent of 

gross domestic product a year over five years. 
Economists are now looking for a bigger cut 
because last year's deficit was bigger than 
expected at between 10-1/2 to 11 percent of 
GDP instead of a projected 8.2 percent. 
Serious reforms would help Lebanon unlock 

some $11 billion in financing pledged in Paris. 
The government last week approved a plan to 
overhaul the power sector - a major drain on 
state finances for years. Critics say the 
government must deliver this time, pointing to 
previous such plans that were never 

implemented.  
The public sector wage bill is the state's biggest 
outgoing, followed by servicing the public debt 

equal to around 150 percent of GDP. The wage 
bill went up in 2017 after increases were agreed 
ahead of a parliamentary election. 
Nassib Ghobril, chief economist at Lebanon's 

Byblos Bank, hopes to see the deficit brought 
down by 2 percent of GDP and says reforms 
should include shutting down the many obsolete 
government agencies. 
"They have to freeze hiring, freeze future salary 
increases, and increases in benefits, and they 
have to cut the number of public sector 

employees and restructure the way companies 
restructure when they are in financial 
difficulties," he said. 
"The public sector has recruited 31,000 people 

over the last four years - more than the entire 
financial sector."  

 
(Reporting by Tom Perry, Amina Ismail, Laila Bassam 
Editing by Frances Kerry) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanese PM warns of catastrophe 

without austerity  

17-Apr-2019  
BEIRUT, April 17 (Reuters) - Lebanon faces 

catastrophe if the government does not agree 
what may be the most austere budget in its 
history, the prime minister said on 
Wednesday, urging national unity and saying 
everyone should be ready for sacrifices if 
necessary. 

Prime Minister Saad al-Hariri's government is 

finalising a 2019 state budget expected to follow 
through on its promise of "difficult and painful" 
reforms to put the public finances on a 
sustainable path. 
The budget is seen as a critical test of its will to 
enact reforms that economists say are more 
pressing than ever for an economy that has 

suffered years of low growth. State finances are 

strained by a bloated public sector, high debt 
servicing costs and hefty subsidies spent on the 
power sector. 
Small protests over the last two days against 
cuts have underlined the political minefield 
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facing a government that has put off reforms for 

years. Some public sector workers went on 

strike on Wednesday. On Tuesday, retired army 
officers blocked highways with burning tyres to 
warn against any pension cuts.  
"What is required from us as a government 
today is to carry out a budget that may be the 
most austere in the history of Lebanon," Hariri 

told reporters after a meeting of parliament, 
saying the government must be "sincere" with 
the people. 
While Lebanon was not in "a state of 
collapse", Hariri said that "if we continue like 
this we will reach a catastrophe". Unlike other 
states that had suffered financial crises such 
as Greece, Lebanon would have no-one to 
save it, he added. 

Debate over state spending cuts has sharpened 
since the foreign minister on Saturday hinted 
that public sector wages would be cut.  
Hariri was cited by Lebanese media as telling 
parliament earlier that he supported recipients 
of state pensions but also wanted to protect the 
Lebanese pound, which has been pegged at its 

current level against the dollar for more than 
two decades. 
After the session, he addressed soldiers and the 
public more widely, saying everyone should be 
prepared to make sacrifices if necessary, though 
it might not get to that point. 

He held out the possibility of austerity measures 
that might last for a few years after which 

"things will return to how they were". He also 
hinted at cuts to benefits enjoyed by some state 
workers such as overtime, furniture expenses 
and cars. 
"Why should I make the Lebanese people bear 

all these costs?" he said in his comments to 
reporters. 
Hariri, speaking in parliament, said that while 
the government, which was formed at the end of 
January, had promised to issue a 2019 state 
budget in one or two months, it was also trying 
not to harm anyone. 

"We are certainly in a difficult time," he said. 
Serious steps towards reform would help 
Lebanon unlock some $11 billion in financing 

pledged at a Paris conference last year for 
infrastructure investment that would boost 
growth. 

As part of its reform effort, the government last 
week approved a plan to overhaul the state 
subsidised power sector that is a major drain on 
finances. Parliament approved the plan at 
Wednesday's session. 
 
(Reporting By Tom Perry/Laila Bassam; 
Editing by John Stonestreet, Emelia Sithole-Matarise 
and Peter Graff) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 

Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

 

Lebanese draft budget reduces deficit 

to below 9 pct of GDP  

17-Apr-2019  
By Laila Bassam and Tom Perry 

BEIRUT, April 17 (Reuters) - Lebanon's draft 

budget for 2019 projects a deficit of less than 
9 percent of GDP compared to 11.2 percent in 
2018 and includes "wide reductions" in 
spending based on the need for "exceptional 
austerity measures", the finance minister said 
on Wednesday. 

The budget, seen as a critical test of the heavily 
indebted state's determination to reform, is 
based on an economic growth forecast of 1.5 

percent in 2019, which could rise to around 2 
percent as the economy picks up, Ali Hassan 

Khalil told Reuters. 
Lebanon has one of the heaviest public debt 
burdens in the world at some 150 percent of 
GDP. State finances are strained by a bloated 

public sector, high debt servicing costs and hefty 
subsidies spent on the power sector. 
Serious steps toward reform could unlock $11 
billion in financing pledged at a donor conference 
last year to help Lebanon build infrastructure to 
boost its economic growth.  
Efforts to move forward with those reforms 

were slowed by protracted negotiations to 
form a new coalition after an election last 
May. A unity government was finally created 
in late January.  

Prime Minister Saad al-Hariri has said the 
reforms will be "painful" and warned that 
Lebanon faces "catastrophe" if they are not 
implemented.  
The draft budget projects a primary surplus 

compared to a deficit in 2018, Khalil said. 
"The most important thing is that we have put 
ourselves on the path of dealing with the 
accumulated deficit," Khalil said. The draft 
represented an "introduction to more deficit 
reductions in the 2020 and 2021 budgets," he 

said. 
The draft includes measures to tackle tax 
evasion and to boost customs revenues in 

addition to "tax amendments" for high earners, 
he said. There would be no tax increases for the 
poor and those with middle incomes, he said. 
Khalil did not give any details of the spending 

reductions. Earlier on Wednesday, Hariri hinted 
in comments to reporters at cuts to benefits 
enjoyed by some state workers.  
Hariri was also cited by Lebanese media as 
telling parliament he supported recipients of 
state pensions but also wanted to protect the 
Lebanese pound, which has been pegged against 

the dollar for more than two decades.  
Small protests over the last two days against 
cuts have underlined the political minefield 
facing the government of a country that has put 

off reforms for years.  
The government believed the level of interest 
rates would tend to decline in the coming 

months, Khalil said. 

He said he believed it was the first time Lebanon 
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would have a budget that was "transparent and 

realistic" and which included "real spending in all 

its respects" and did "not hide numbers". 
He said the draft included many of the reforms 
set out at last year's Paris donor conference.  
Promised reforms included starting work to 
reduce the deficit in the state subsidised power 
sector - a major drain on state coffers - "sound 

management of the public debt to reduce its 
cost", and reducing waste and corruption, Khalil 
said. 
"We are completely committed to carrying out 
these reforms that are ... a Lebanese national 
need," he said. 

 
(Reporting by Laila Bassam and Tom Perry; additional 
reporting by Angus McDowall; Editing by Toby Chopra) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon prepares $2.5 bln-$3 bln 

Eurobond issue for May 20  

18-Apr-2019  
BEIRUT, April 18 (Reuters) - The Lebanese 

government is preparing to issue Eurobonds 
in the range of $2.5 billion to $3 billion on 
May 20 to finance state needs, Finance 
Minister Ali Hassan Khalil told Reuters. 

"There will be a new issue for which preparations 
have begun with local and international banks," 

he said. "It is a normal issue according to the 
plan and according to the public debt strategy 
set by us and the central bank."  
 
(Reporting by Laila Bassam and Tom Perry; Editing by 
Angus MacSwan) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanese banks should play role in 

reducing deficit   

19-Apr-  
• Finance minister signals moves to cut 
public-sector wage bill 
• Says thousands in state earn more 
than president 

By Tom Perry and Laila Bassam 
BEIRUT, April 19 (Reuters) - Lebanon's finance 

minister said on Thursday that Lebanese 
banks should play a role in reducing the 
state's budget deficit to complement 
measures planned by the government to rein 
in public spending. 

Ali Hassan Khalil, in a televised interview, 
signalled government plans to cut the public-

sector wage bill, saying a ceiling must be put on 
wages, benefits and bonuses that in thousands 

of cases exceed the salary paid to the president. 
Wrestling with one of the heaviest public debt 
burdens in the world and years of low economic 
growth, the Lebanese government has vowed to 

carry out long-delayed reforms to put public 
finances on a sustainable path. 

The state treasury is strained by a bloated public 

sector, high debt servicing costs and hefty 

subsidies spent on the power sector. Prime 
Minister Saad al-Hariri said this week that 
Lebanon faced catastrophe if the government 
did not carry out what may be the most austere 
budget in its history. 
In 2002, following a Paris conference where 

the Lebanese government made commitments 
to reform, the Lebanese banks extended zero 
interest securities to the government. 

Asked about the role of banks now, Khalil said 
they had "a responsibility ... to participate in the 
framework of reducing the deficit of our budget, 
which will be integrated with reform measures 
the state will carry out". 

Khalil told Reuters on Wednesday the draft 2019 

budget projected a deficit of less than 9 percent 
of GDP compared to 11.2 percent in 2018 and 
included "wide reductions" in spending based on 
the need for "exceptional austerity measures". 
The budget, seen as a critical test of the state's 
determination to reform, is based on an 

economic growth forecast of 1.5 percent in 
2019, which could rise to about 2 percent as the 
economy picks up, Khalil told Reuters.  
Addressing the public-sector wage bill, Khalil 
cited the need to tackle the multiple salaries and 
pensions earned by some current and retired 
state workers and cited the case of bonuses that 

in many cases exceeded the size of regular 
salaries. 

He also criticised the wide application of an 
incentive originally intended for frontline army 
soldiers but is now enjoyed by many people 
serving in both the military and the security 

services, imposing a big cost on the treasury.  
Speculation of cuts to public-sector salaries and 
pensions has triggered small protests this week, 
with retired army officers blocking highways with 
burning tyres on Tuesday. 
Acknowledging the political sensitivities, Khalil 
said: "I know what I am saying will upset many 

people." 
But he added: "It is not reasonable that today 
there is a large number of people ... in the 
thousands, whose salaries are more than the 

president of Lebanon." 
 
(Reporting by Tom Perry and Laila Bassam; Editing by 

Grant McCool and Peter Cooney) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Malaysia FTSE bond cut could mean $8 

bln outflows Morgan Stanley warns  

17-Apr-2019  
LONDON, April 17 (Reuters) - Malaysia could 

see outflows of almost $8 billion if its bonds 
are downgraded after a review by global 
index provider FTSE Russell, Morgan Stanley 
said in a research note. 
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FTSE Russell said on Monday that it would 

review Malaysia's market accessibility level in its 

World Government Bond Index (WGBI) due to 
concerns about market liquidity.  
Malaysia's currency and bonds weakened as 
investors worried about the prospect of its 
debt being removed from the index. Yields on 
Malaysia's five-year benchmark bond gained 
more than 10 basis points, while those on 
three-year debt rose by more than 4 basis 

points. 

Malaysia, currently assigned a '2' and included in 
the WGBI since 2004, was being considered for 
a potential downgrade to '1', making it ineligible 
for inclusion, FTSE said. 
Foreign investors have been reducing their 
Malaysian government bond holdings since late 

2016 and held $37 billion as of late March 2019, 
Morgan Stanley said. 
Investors in the JP Morgan Government Bond 
Index-Emerging Markets indices hold around half 
of the market, while global aggregate investors 
about $6 billion, Japanese investors $5 billion 
and Norway $2 billion, Morgan Stanley added. 

"Malaysia could be out of the index over a few 
months should it be downgraded," Morgan 
Stanley said, adding that its weight in the index 
was 0.39 percent as of March 2019. 
Malaysia's ringgit weakened slightly to 4.135 per 
dollar, the lowest since Jan. 25, having lost 0.6 
percent in the previous session. 

FTSE Russell also said Israel now met its market 

accessibility level, as well as other criteria, 
putting it in line for potential inclusion in a 
September review. 
Onshore China, currently assigned a '1' was 
being considered for a potential upgrade to a 

market accessibility level of '2', the required 
minimum for inclusion in the index, it added. 
FTSE Russell said the position of Malaysia and 
China would be reassessed in September, with 
any exclusion or inclusion changes taking place 
after that date.  
 
(Reporting by Tom Arnold; editing by John Stonestreet 
and Alexander Smith) 
(( Tom.Arnold@thomsonreuters.com ; 
+97144536265; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Oman 

S&P cuts outlook on Oman to negative  

19-Apr-2019  
April 19 (Reuters) - S&P Global Ratings said on 

Friday it cut its outlook on Oman to negative 
from stable while affirming its 'BB/B' long- 
and short-term foreign and local currency 
sovereign credit ratings on the country. 

"The negative outlook reflects the risk that in 
the absence of substantial fiscal measures to 

curtail the government deficit, or a more 
favorable external environment, fiscal and 
external buffers will continue to erode", the 

ratings agency said.  

 
(Reporting by Rama Venkat in Bengaluru; editing by 
Diane Craft) 
(( ramavenkat.raman@thomsonreuters.com ; within 
U.S. +1 646 223 8780, outside U.S. +91 80 6749 
7151; Reuters Messaging: 
ramavenkat.raman.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Pakistan 

IMF deal hopes nudge Pakistan bonds 

towards year-long highs  

15-Apr-2019  

LONDON, April 15 (Reuters) - Pakistan's dollar-

denominated government bonds climbed 
towards their highest level in over a year on 

Monday as the country appeared to be closing 
in on a new International Monetary Fund 
(IMF) support programme. 

Bonds were up as much as 0.5 cents, after 
Pakistan's state minister for revenue, 
Muhammad Azhar, tweeted that an "agreement 
in principle has been reached on all outstanding 
issues with IMF" after a visit to Washington by 

Finance Minister Asad Umar.  
The long-delayed rescue package would be 
Pakistan's 13th IMF bailout since the late 1980s 

and comes with a worsening economic outlook 
for the South Asian nation of 208 million people.  
 
(Reporting by Marc Jones Editing by mark Heinrich) 
(( 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. 
 
 

Saudi Arabia 

Lessons in Saudi giant's monster bond deal  

15-Apr-2019  
Ever since the global financial crisis, the 
conventional wisdom is that credit investors 
are always one step ahead of the equity 
investors. 
If credit markets are worried, and spreads are 
rising, you can expect that it is a matter of 
time before those fears emerge in the stock 
market and trigger a sell-off. 

That view was born out of the experience of 
2007 when credit investors were pricing in a 

catastrophe as debt spreads widened, while 
share markets ignored the signal and recovered 
to all-time highs. 
In March 2008, Bear Stearns collapsed and by 
September all bets were off when Lehman 

Brothers failed, vindicating the warnings of 
credit markets. 

But there is plenty of evidence to dispel the 
wisdom that credit markets are that much wiser 
than stock markets. In fact, they are rife with 
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inefficiencies. 

Some of the smartest credit funds have set up 

to take advantage of abundant and structural 
mispricings in credit markets. 
Credit investors are essentially in the business of 
lending money, but it consists of large pools of 
capital that are siloed from each other. 
For instance, there are government bond funds 

with mandates that allow them to invest only in 
sovereign assets. 
There are investment-grade bond funds that 
are strictly limited to holding bonds issued 
only by highly rated corporate entities, and 
high-yield bond funds that can own only racier 
"junk-rated" credits. Then there are banks 
that write loans to companies and are subject 
to their own internal risk controls and capital 

charges. 

The existence of these silos creates price 
inefficiencies. For instance, when an investment-
grade bond gets downgraded to junk, those 
funds are forced sellers, and prices of the so-
called "fallen angels" gap out. 
And when a bank loan sours, the lender often 
faces stiff capital charges that provide a strong 

incentive to offload the asset from its balance 
sheet at a fire-sale price. That then creates 
opportunities for so-called "vulture funds". 
The inefficiencies of credit markets were on full 
display last week, but at the upper end of the 
quality spectrum, when one of the biggest bond 

issues of all-time hit the screens. 

Aramco, the Saudi government owned energy 
behemoth, completed a whopping $US12 billion 
($16.7 billion) bond sale, after attracting more 
than $US100 billion in orders from fixed-income 
investors. 
It may seem like an enormous bond sale, but 

some context is required. 
The company is the largest in the world with a 
market capitalisation well north of $US1 trillion. 
It generated a profit of more than $US111 billion 
last year, exceeding that of Exxon, Chevron, 
Shell, Total and BP combined. 
So the bond issue was one this company could 

easily afford. 
But what made this bond deal particularly 

interesting is the margin Aramco paid. 
The 10-year margin equated to 1.05 percentage 
points above the US Treasury rate, which is 
actually a cheaper rate than its owner, the Saudi 

Arabian government. 
So how does that happen? 
As London-based bond manager Andy Seaman, 
of Stratton Street, explained, this is unusual but 
"far from unprecedented". 
It may have resulted from corporate bond 
investors, that aren't mandated to invest in 

government bonds, viewing the bonds as 
relatively good value versus other corporate 
bonds. 

"The markets were clearly attracted to such 
yields from a highly rated and highly profitable 
entity versus the broader universe," Seaman 
said. 

By his measure, the bond issue is cheap relative 
to its rating and quality, and the disparity can be 

explained by the fact there is more money in 

investment-grade bonds looking to buy 

corporate debt than in emerging-market bond 
funds seeking bonds from highly rated 
government bonds. 
On the same week that Aramco, the world's 
biggest oil company, was pumping out $US12 
billion of debt, a high-profile "green" bond deal 

was taking place in Australia. 
Retailer Woolworths raised $400 million of 10-
year bonds, through the sale of its first "green" 
bond. 
Borrowers such as Woolworths are selling 
bonds that are certified as "green" by the 
relevant authorities to do their part in 
promoting corporate sustainability, improve 

their standing in the community and diversify 
funding sources. 

The bond sale benefited from strong demand 
from funds with a specific mandate to invest in 
"green" assets, and priced at a margin 
consistent with the company's standard bonds. 
(Interestingly, the Woolworths bond, which is 
denominated in Australian dollars, paid a yield of 

2.85 per cent, compared to the Aramco bond, 
denominated in US dollars, which pays a yield of 
3.15 per cent. Woolworths has a lower BBB 
credit rating compared to the AA+ rating 
assigned to Aramco, which is four notches 
higher.) 

The Woolworths bond is another example of how 
credit markets work in silos as a growing pool of 

capital is designated to invest specifically in 
green assets. 
 
Copyright © 2019 Fairfax Information and Learning 
Company; All Rights Reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Sri Lanka 

Sri Lanka rupee edges higher; stocks 

rise for third session  

17-Apr-2019  
COLOMBO, April 17 (Reuters) - The Sri Lankan 

rupee closed a tad firmer on Wednesday 
helped by banks' dollar sales, while stocks 
ended marginally higher for the third straight 
day in thin trade. 

** Many investors were on holiday in a three-
day week due to two long weekends. Both 
Monday and Friday in this week are public 

holidays.  
** The currency ended at 174.55/65 to the 
dollar, higher than Tuesday's close of 174.60/75. 
The markets were closed on Monday for a public 
holiday in lieu of traditional newyear that fell on 
Sunday.  

** Traders expect lower trade in both currency 

and stock markets in the three-day week.  
** The island nation's currency gained 0.26 
percent last week, and 4.8 percent so far this 
year, as exporters converted dollars amid 
stabilising investor confidence after the country 
repaid a $1 billion sovereign bond in mid-

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 

  15 

January. 

** Sri Lanka was plunged into political turmoil 

in October last year when President 
Maithripala Sirisena abruptly removed Prime 
Minister Ranil Wickremesinghe and then 
dissolved parliament. A court later ruled the 
move was unconstitutional, and 
Wickremesinghe was reinstalled as premier. 

** Investor sentiment took a big hit as a result 
of the 51-day political crisis, leading to credit 

rating downgrades and an outflow of foreign 
funds from government securities. 
** The rupee dropped 16 percent in 2018, and 
was one of the worst-performing currencies in 
Asia due to heavy foreign outflows. 
** Foreign investors sold a net 2 billion rupees 
worth of government securities in t=(he week 

ended April 10, the second weekly fall in six 
weeks, the latest central bank data showed. 
** The Colombo Stock Exchange index ended 
0.2 percent firmer at 5,603.35.  
** The benchmark stock index fell 0.6 percent 
last week, recording its first weekly fall in three. 
The index has declined 7.4 percent so far this 

year. 
** Turnover came in at 188.8 million rupees 
($1.08 million), less than a third of this year's 
daily average of 599.1 million rupees. Last 
year's daily average came in at 834 million 
rupees. 

** Foreign investors bought a net 46.4 million 
rupees worth of shares on Wednesday, but the 

market has seen a year-to-date net foreign 
outflow to 6 billion rupees worth of equities. 
 
($1 = 174.5000 Sri Lankan rupees) 
(Reporting by Shihar Aneez; Editing by Rashmi Aich) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Bosnia and Herzegovina 

Moody's Says Bosnia and 

Herzegovina's credit profile 

constrained by political environment 

and complex governance  

15-Apr-2019  
April 14 (Reuters) -  
Moody's says Bosnia and Herzegovina's credit 
profile constrained by political environment 
and complex governance. 

Moody's says rating could come under pressure 

if Bosnia and Herzegovina unable to meet 

conditions to release concessional external 
financing. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

 

Bulgaria 

Bulgaria posts 0.9 pct/GDP current 

account surplus through February  

17-Apr-2019  
SOFIA, April 17 (Reuters) - Bulgaria posted a 

current account surplus of 0.9 percent of 
gross domestic product in the first two 
months, compared with a surplus of 0.1 
percent in the same period a year earlier, 
central bank data showed on Wednesday. 

For February alone the surplus stood at 416 
million euros ($470.58 million), compared with a 

surplus of 196 million euros a year ago mainly 
due to an increase in exports. 

Foreign direct investment, much needed to 
boost sustainable growth in the Black Sea state, 
was negative at 437.6 million euros in the first 
two months, compared with foreign direct 

investment of 237 million euros a year ago. 
The drop was mainly due to the sale of the 
Bulgarian unit of Societe Generale to the 
Bulgarian unit of Hungary's OTP in January. 
The finance ministry sees the current account 
posting a surplus of 2.6 percent in 2019 as it 
expects slower exports and a pick up in imports 

driven by domestic demand. Bulgaria ended 
2018 with a current account surplus of 4.6 
percent of GDP.  

 
($1 = 0.8840 euros) 
(Reporting by Tsvetelia Tsolova) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Cyprus 

Fitch Affirms Cyprus at 'BBB-'; Outlook 

Stable  

12-Apr-2019 22:03:01  

Fitch Ratings-Frankfurt/London-April 12: Fitch 

Ratings has affirmed Cyprus's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'BBB-' with a Stable Outlook. 

A full list of rating actions is below. 
KEY RATING DRIVERS 
Cyprus's ratings balance per capita GDP and 
governance indicators in line with the 'A' 

rather than the 'BBB' median, a broad-based 
economic recovery and a substantial budget 
surplus with the crisis legacy of high public 
debt and non-performing exposures (NPEs) in 
the banking sector. 

The buoyant cyclical recovery of the economy 
continued in 2018, significantly exceeding 
eurozone dynamics. GDP growth of 3.9% was 

driven primarily by domestic demand, including 

large foreign-financed investment projects in 
real estate and tourism, and robust private 
consumption. Nevertheless the five-year 
average growth of 2.7% is still below the 'BBB' 
median of 3.6%. Fitch forecasts growth to slow 
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in 2019 and 2020 to 3.5% and 2.8%, 

respectively, as the spare capacity in the 

economy has been gradually absorbed and the 
external environment becomes less supportive. 
The combination of prudent fiscal policy stance 
and buoyant cyclical recovery resulted in a 
further improvement in the budget balance. The 
general government surplus, excluding one-off 

items, reached 3.2% of GDP in 2018 from 1.8% 
in 2017 and 0.3% in 2016. Cyprus has the 
largest budget surplus among eurozone 
members and the surplus is also significant 
compared with a category median of a 2.3% 
deficit. The budget surplus is forecast to remain 

above 2% of GDP in 2019 and 2020, well above 
the requirements of the EU fiscal rule. 
Cyprus's gross general government debt 
(GGGD) is very high at 102.5% of GDP. Debt 
is on a firm downward trajectory, interrupted 
in 2018 by an increase (by EUR3.19 billion, 
equal to 15.5% of GDP) due to transactions 
related to the sale of Cyprus Cooperative Bank 
(CCB) to Hellenic Bank (HB), which was partly 
offset by an EUR800 million early debt 

repayment in December 2018. According to our 

debt dynamics simulation, although the primary 
surpluses are expected to decline, they will 
remain substantial, and combined with robust 
growth and contained nominal effective interest 
rates will reduce GGGD/GDP to 70% of GDP by 
2026. Court rulings on public sector wage cuts 

could lead to lower budget surpluses until 2022 

but would not undermine the downward debt 
trajectory. 
Following the completion of the CCB transaction 
Fitch upgraded HB to 'B+' from 'B' in March 
2019, but the Banking System Indicator (BSI), 
the weighted average Viability Rating of 

institutions in the highly concentrated banking 
sector, remains unchanged at 'b'. The banking 
sector remains a weakness relative to 'BBB' 
peers due primarily to the weak asset quality 
and high NPE ratios that are still weighing on 
capital, in particular capital at risk from 
unreserved problem assets, and profitability. 
The ratio of NPEs to total loans decreased 
substantially from 43.7% at end-2017 to 32% 
at end-November 2018, but still remains 

among the highest in the EU. The NPE decline 
in 2018 was predominantly driven by two large 
transactions: the transfer into a run-off entity of 
CCB's EUR5.7 billion NPEs and securitisation by 
Bank of Cyprus (BoC) of EUR2.7 billion gross 

NPEs. Total banking sector assets were equal to 
290% of GDP at the end of 3Q18. 
Addressing the legacy issues in the banking 
sector remains an economic policy priority. Key 
legislative amendments aimed at facilitating 
NPEs securitisation and sales of loans, and 

strengthening foreclosure and insolvency toolkits 
were adopted by parliament in 2018. The 
government will soon launch a subsidy scheme 

(Estia) to help defaulting mortgage borrowers 
through loan restructurings and state subsidies 
to incentivise loan repayment. 
However, private sector debt and non-

performing exposures remain high at 154% 

(excluding special purpose entities; SPEs) and 

55% of GDP in 3Q18, respectively, and constrain 

credit growth. The recent decline in the 
indebtedness stemmed mostly from debt-to-
asset swaps, loan write-offs and high nominal 
GDP growth rather than loan repayment. 
The current account deficit has widened during 
the cyclical recovery as strengthening domestic 

demand, especially in the construction sector, 
has led to strong import growth. Fitch estimates 
an average 8.5% of GDP deficit over 2017-2019, 
compared with the current 'BBB' median of 
1.8%. When excluding SPEs including shipping 
and financial companies that materially distort 

external statistics, the current account deficit 
decreases substantially, according to the Central 
Bank of Cyprus. Cyprus's net external debt 

(NXD) turned to a small creditor position in 2018 
when adjusted for SPEs, compared with a non-
adjusted NXD debtor position of 106% at-end 
2018 and a current 'BBB' median of 6.7%. 
Cyprus's financing flexibility has improved 
substantially since the country exited the 
macroeconomic adjustment programme in 
March 2016. The government improved access 
to capital markets by issuing regular 
Eurobonds with increasing maturities, most 
recently a 15-year bond with a 2.75% yield in 

February 2019. The sovereign has a cash buffer 
that covers more than the government's 
medium-term debt management target of 

prefunding the next nine months of gross 

financing needs. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Cyprus a score 
equivalent to a rating of 'A-' on the Long-Term 

Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
-External: -1 to reflect the recent history of 
capital controls and banking crisis, the large 

share of non-resident deposits and the lack of 
diversification. 
• Structural features: -2 notches, to reflect 

the banking sector weakness, in particular the 
very high NPEs that could pose large contingent 
liability to the sovereign and lead to macro-
stability risks. 

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

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

RATING SENSITIVITIES 
Future developments that may, individually or 
collectively, lead to positive rating action 

include: 
-Materially reduced contingent liabilities to the 
sovereign stemming from the banking sector, for 
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example from declining NPEs; 

-Marked reduction in the GGGD/GDP ratio; and 

-Reduced vulnerability to external shocks, for 
example stemming from reduced reliance on 
non-resident deposits. 
Future developments that may, individually or 
collectively, lead to negative rating action 
include: 

-Heightened risks in the banking sector, for 
example from deterioration in asset quality; and 
-Stalling of the decline in the government debt-
to-GDP ratio, for example due to deterioration of 
budget balances, weak growth or materialisation 
of contingent liabilities. 

KEY ASSUMPTIONS 
Gross government debt-reducing operations 
such as future privatisations or asset sales by 
the state-owned asset management company 
are not considered in Fitch's baseline 

scenario. The projections also do not include the 
impact of potential future gas reserves off the 
southern shores of Cyprus, the benefits from 
which are several years in the future. 

Fitch does not expect substantial progress with 
reunification talks between the Greek and 
Turkish Cypriots over the next quarters. The 
reunification would bring economic benefits to 
both sides in the long term but would entail 
short-term costs and uncertainties. 
The full list of rating is as follows: 

Long-Term Foreign- and Local-Currency IDRs 
affirmed at 'BBB-'; Outlook Stable 

Short-Term Foreign- and Local-Currency IDRs 
affirmed at 'F3' 
Country Ceiling affirmed at 'A' 
Issue ratings on long-term senior unsecured 

local-currency bonds affirmed at 'BBB-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved.  
 
 

Czech Republic 

Czech central bank's Holub sees one 

rate hike in 2019 as most likely  

17-Apr-2019  
PRAGUE, April 17 (Reuters) - The Czech central 

bank may have leeway for one interest rate 

hike in 2019, and a delay to Britain's exit from 
the European Union may have given 
policymakers a "window of opportunity," 
board member Tomas Holub was quoted as 
saying on Wednesday. 

"If we need to increase interest rates, it would 
make more sense to do so in the first half of the 
year rather than later when we're uncomfortably 

close to Brexit again," Holub was cited as saying 

in an interview with Bloomberg. 
"I don't regard zero hikes as a very likely 
scenario. Rather, I believe that room for at least 
one increase will emerge." 

The Czechs led Europe with five interest rate 

hikes last year to bring its main repo rate to 

1.75 percent as it fought price pressures from a 
growing economy. 
But it has paused since December and at its 
March 28 meeting it moderated its view of 
inflationary risk amid slowing European growth. 
Holub said the peak of domestic inflationary 

pressure had passed and there were signals it 
was easing. 
He also said the crown currency may return to 
an appreciation trend in the medium term but 
that there was consensus in the board that gains 
would be more gradual than recent staff 

forecasts. 
 
(Reporting by Jason Hovet; editing by John 
Stonestreet and Raissa Kasolowsky) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Latvia 

Fitch Affirms Latvia at 'A-'; Outlook 

Stable  

12-Apr-2019 22:02:35  
Fitch Ratings-Frankfurt/London-April 12: 
Fitch Ratings has affirmed Latvia's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 

at 'A-' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Latvia's ratings are supported by solid public 
finances, as well as institutional strengths and 
a credible policy framework that come with 
EU and eurozone membership. These factors 
are balanced by a lower income level, and 

higher GDP volatility and net external debt 
than peers. 

Public finance metrics compare favourably with 
peers, underpinned by modest fiscal deficits, 
relatively low debt levels and political consensus 

around fiscal prudence. Fitch expects the 2019 
general government deficit to remain at 0.7% of 
GDP, slightly above the 0.5% projected in the 

budget approved in early April, but well below 
the projected 2.0% peer median deficit. 
Although the budget foresees modest 
expenditure cuts, Fitch does not expect these to 
fully offset lower net corporate income revenue 
associated with the tax measures adopted in 
2017 that narrowed the corporate tax base. The 

impact of the reform was already evidenced in 
2018, with the rate of growth in tax revenue 
falling below nominal GDP growth, despite very 
strong macro tailwinds. 
There is little clarity at present about the new 
government's medium-term fiscal agenda, but 
Fitch believes the authorities will continue to 

target low deficits. After months of political 
wrangling following the October 2018 elections, 
Krisjanis Karins was voted in as prime minister 
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in January. He is supported by a centre-right 

five-party coalition that has vowed to maintain 

macroeconomic stability and respect fiscal 
discipline. Diverse interests within the multiple 
party coalition could risk delaying the legislative 
process. However, overall governability risks are 
low given broad consensus and support for the 
EU. Governance and human development 

indicators, as measured by the World Bank, are 
broadly in line with the current peer median. 
Public debt levels are projected to remain 
broadly stable in 2019-20, after falling to an 
estimated 37.1% of GDP in 2018 (compared 
with the current 'A' median of 48% of GDP). 

Although Fitch expects solid nominal GDP growth 
and continuous primary surpluses over the 

medium term, plans to pre-finance large 

Eurobond redemptions in 2020 and 2021 will 
prevent a reduction in the general government 
debt/GDP ratio. Downside risks to debt and fiscal 
dynamics are limited by moderate contingent 
liabilities (20% of GDP as of 2017), rising 
government cash reserves (4.1% of GDP end-

2018) and low financing costs (interest 
payments to revenue is estimated at 2.1% in 
2018, the second lowest in the 'A' rating 
category). 
Fitch expects real GDP growth to moderate in 
2019-2020, to an average of 3.1% (similar to 
the 'A' peer median), after reaching a seven-

year high of 4.8% in 2018. Growth last year 

surprised on the upside, primarily due to very 

strong investment performance in 2H18 (up 
18.5%, the joint highest rate in the EU with 
Hungary) in line with higher absorption of EU 
funds. Growth in investment is set to come down 
from its cyclical peak as financing slows. 

Combined with weaker external demand, this 
will weigh on headline growth in 2019-2020. 
Downside risks are limited by a solid outlook on 
private consumption and reduced vulnerabilities 
from the financial sector. 
Lower headline growth and slower wage 
increases should ease labour market pressures 

over the next two years, further reducing 
lingering risks of overheating. The labour market 
continued to tighten in 2H18, although the 

impact on headline inflation and competitiveness 
has so far remained muted. Unemployment fell 
to 7% in 4Q18, the lowest rate in a decade, 
while average gross wages rose by 8.4% in 

2018, a slight acceleration from 2017. However, 
headline and core inflation both came below 
expectations in 2018. Similarly, although unit 
labour costs rose faster than the rate of 
productivity in 2018 (4.5% versus 3.1%) there 
is little evidence so far that Latvia has lost 

export market share, in part as the growth gap 
between costs and productivity has been much 
smaller in the tradable sector. 
External finance indicators are generally weaker 

than 'A' category peers. The current account 
deficit is estimated to have widened to 1% of 
GDP in 2018, reflecting a slower pace of growth 

in both trade and services exports (the latter 
affected in part by the downsizing of the non-
resident financial sector). Fitch expects the 

current account deficit to widen further over the 

forecast period (to 1.8% of GDP), and to be 

financed by a combination of EU transfers, 
modest FDI flows and debt-creating inflows. As a 
result, we expect the net external debt position 
to increase slightly to 25.0% of GDP by 2020 
(versus a projected narrowing of the peer 
median net asset position to 10.5% of GDP). 

The overall health of the financial sector remains 
stable, with banks maintaining high liquidity and 
sound capital ratios (21.7% at end-2018). Asset 
quality varies significantly between domestic and 
foreign clients' loan portfolios, with the ratio of 
NPLs standing at 2.3% for the former in January 

2019 versus 14.7% for the latter. The share of 
non-resident deposits appears to have stabilised 
in 4Q18 (to around 20% of total deposits, of 

which less than half are from non-EU clients) 
after falling sharply since 2016, and the banks 
serving the sector are now exploring new areas 
of growth. The outlook for credit growth is also 

improving slowly, with some signs of resurgent 
demand form key segments such as consumer 
credit. 
Latvia continues to implement a number of 
reform programmes to enhance the anti-
money laundering framework. The new 
government has made it a priority to 
strengthen financial supervision, including by 
increasing funding to the supervisory 

agencies and financial crime units. Although 
reputational issues remains a problem--as 

highlighted again by a recent high profile 
scandal regarding past behaviour of Nordic 
banks in Latvia--Fitch believes the spill-over 
risks to the real economy are limited. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Latvia a score 
equivalent to a rating of 'A' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 

as follows: 
• External Finances: -1 notch, to reflect 
that Latvia's small and open economy exposes it 

to external vulnerabilities, partly in the context 
of net external debt that is high relative to 
peers. 

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

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

The main factors that could, individually or 
collectively, trigger positive rating action 
include: 

• A sustained improvement in external 
debt ratios. 
• Persistent strong and stable economic 
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growth that fosters higher income per capita, 

without the emergence of macroeconomic 

imbalances. 
The main risk factors that could, individually or 
collectively, trigger negative rating action 
include: 
• Deterioration in Latvia's public debt 
dynamics, for example, from sustained fiscal 

slippage or economic underperformance. 
• Deterioration in external finances, for 
example from a widening of the current account 
deficit that leads to rising external debt levels. 
KEY ASSUMPTIONS 
Fitch assumes that Nordic banks will continue 
to play a leading role in the country and that 

the domestic serving banking sector will not 
be materially affected by developments in the 
non-resident serving sector. 

The global economy performs in line with Fitch's 
March 2019 Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'A-
'; Outlook Stable 

Long-Term Local-Currency IDR affirmed at 'A-'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F1' 
Short-Term Local-Currency IDR affirmed at 'F1' 
Country Ceiling affirmed at 'AAA' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds affirmed at 'A-' 
Issue ratings on long-term senior unsecured 

program affirmed at 'A-' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'A-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 

20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 

Montenegro 

Montenegro to sell 190 mln euro of 5-, 

7-year T-notes on Apr 22, 23  

19-Apr-2019  
PODGORICA (Montenegro), April 19 (SeeNews) - 
Montenegro's government plans to sell five-
year and seven-year Treasury notes worth a 
total of 190 million euro ($213.7 million) on 
the Montenegro Stock Exchange on April 22 
and 23, the bourse said. 

The government will offer 140 million euro of 
five-year T-notes at an auction on April 22 and 
50 million euro of seven-year T-notes at an 
auction on April 23, the stock exchange said in a 
notice earlier this week. 
Montenegro sold 213.6 million euro worth of 

government securities in 2018, up 2.6% on the 

previous year. 
 
($ = 0.88109 euro) 
Copyright 2019 SeeNews. All rights reserved. 

©Thomson Reuters 2019. All rights reserved. 
 
 

North Macedonia 

North Macedonia sells 2.4 bln denars 

(38.8 mln euro) of govt paper  

16-Apr-2019  
SKOPJE (North Macedonia), April 16 (SeeNews) 
– North Macedonia's finance ministry sold 2.4 

billion denars ($43.9 million/38.8 million 
euro) worth of government securities at 
auctions on April 16, the country's central 
bank said on Tuesday. 

The finance ministry sold 1.5 billion denars of 

one-year T-bills and 900 million denars of 30-

year T-bonds, the central bank, NBRM, said in a 
statement. 
The central bank sells government securities on 
behalf of the finance ministry through volume 
tenders, in which the price and coupon are fixed 
in advance and primary dealers only bid with 

amounts. 
 
(1 euro = 61.16 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Poland sees narrowing of deficit in 

coming years  

16-Apr-2019  
WARSAW, April 16 (Reuters) - Poland expects 

to keep its deficit in check despite slowing 
growth and higher spending, according to 
economic forecasts published by the Finance 
Ministry on Tuesday. 

The ruling Law and Justice (PiS) party has 
announced a programme of social spending 
measures and tax cuts and economists have said 
this could increase the deficit at a time of 
slowing growth. 
The Finance Ministry said it expects gross 
domestic product (GDP) growth to slow to 3.3 
percent in 2022 from 4.0 percent in 2019, 
with a public sector deficit of 0.6 percent of 
GDP in 2022 compared with 1.7 percent in 
2019. 

In 2018 Poland posted GDP growth of 5.1 
percent with a deficit of 0.4 percent. 
The ministry, in an update on Poland's role in 

the EU convergence programme, said the 
projected reduction of the deficit was thanks to 
the effects on growth of increased social 
spending and improvements in tax collection. 
EU member states are required to lay out their 
fiscal plans for the next three years every April, 

with those that have not yet joined the euro - 

such as Poland - spelling out convergence steps 
including extra detail on monetary policy. 
"In our opinion the document is very optimistic," 
said Karol Pogorzelski, an economist at ING, 
adding that he thought a lot of new revenues 
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detailed in the programme would not 

materialise. 
"Its main purpose is to show the European 
Commission that the fiscal impulse announced 
at the beginning of the year is funded and it 
will not cause the deficit to increase 
significantly, and also the purpose of this 
document is to calm ratings agencies."  

The ministry said it expected the share of 
investment in GDP to grow but consumption 

would continue to drive the economy. 
"Private consumption, supported by the 
optimistic expectations of Polish consumers and 
the good situation in the jobs market, remains 
the most important element of economic 
growth," the ministry statement said. 
Poland's debt to GDP ratio is likely to fall from 

48.9 percent in 2018 to 42.9 percent in 2021 
and 40.6 percent in 2022, it added. 
"The lower forecast for 2019-21 is a result of 
lower borrowing requirements for the state 
budget and faster nominal GDP growth in 2019-
20, compared to what was assumed in the 
previous programme." 

 
(Reporting by Alan Charlish and Pawel Florkiewicz 
Editing by Mark Heinrich) 
(( alan.charlish@thomsonreuters.com ; +48 22 653 
9723; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romanian finmin plans further 

eurobonds worth 5.25 bln euros in 

2019-2020  

12-Apr-2019 17:01:42  

BUCHAREST, April 12 (Reuters) - Romania's 

finance ministry plans to tap foreign markets 
for further issues worth 5.25 billion euros 
($5.94 billion) this year and next, adding to 
the 3 billion euros it sold this month, a draft 
decree showed on Friday. 

The decree raises the maximum amount the 
ministry could borrow through its medium term 

note programme (MTN), a non-binding foreign 

debt issuance plan that allows debt managers to 
tap markets through standardised documents.  
The ministry sold foreign issues worth just under 
27 billion euros during 2013-2019, nearly 
tapping out the MTN's top value. The ministry 
added eurobonds worth 3.5 billion euros will 
mature this year and next. 

"The finance ministry aims to issue eurobonds 
worth approximately 8.25 billion euros during 
2019-2020, of which ... 3 billion were already 
issued on April 3," the draft said. 
 
($1 = 0.8838 euros) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

 

Romania is safe place for investment, 

fin min tells IMF, rating agencies   

15-Apr-2019  
BUCHAREST (Romania), April 15 (SeeNews) - 
Romania's finance minister Eugen Teodorovici 
has told global rating agencies and the 
International Monetary Fund (IMF) that the 
country is a safe place for investment, with a 
sustainable economy with growth potential, 
the finance ministry said. 
Romania's strengths are the moderate level of 
public and external debt compared to most EU 
member states and its economic growth 
prospects, Teodorovici said during meetings with 

representatives of S&P, Moody's and Fitch and 
the director of the IMF's European Department 

Poul Thomsen in Washington, D.C. on Saturday, 
according to a press release issued by the 
finance ministry. 
The agenda of the talks with the IMFdirector 
covered Romania's macroeconomic 

framework, with Teodorovici assuring the 
global lender that the country will honour its 
commitments with international financial 
institutions and keep its budget deficit below 

3% of GDP. Teodorovici also pledged that the 
measures taken in 2019 will ensure a 
sustainable economic growth for the future. 
Romania ended 2018 with a consolidated budget 
deficit equivalent to 2.88% of the estimated 

GDP, the same as in the previous year and 

within the EU's 3.0% limit, according to data 
from the finance ministry. 
Romania is making progress in terms of stability 
of the institutional framework and budgetary 
consolidation, firmly placing public debt on a 

downward trajectory, and strengthening the 
governance framework, Teodorovici was quoted 
as saying in the press release. 
In mid-March, Standard & Poor's Global Ratings 
maintained Romania's rating at BBB-/A-3, with a 
stable outlook, after the country's government 
pledged it will revisit key parts of a controversial 

fiscal emergency decree. 
On March 4, S&P accepted Romania's request for 

an appeal of its credit rating outlook, while 
affirming its rating on the country at BBB-/A-3. 
Several days earlier, the finance ministry had 
asked S&P not to change Romania's outlook to 
negative yet, as the country needed more time 

to approve the 2019 budget and assess the 
effects of a planned tax reform. 
The controversial government decree issued in 
late December was amended in March by 
reducing a controversial 'greed tax' on banks' 
assets. 

 
(1 euro=4.7587 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
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Russia 

Russian central bank expects 

foreigners' share in OFZ bonds to rise 

further  

13-Apr-2019  
WASHINGTON, April 13 (Reuters) - Non-

residents are expected to increase their share 
of holdings in Russian OFZ treasury bonds, 
Central Bank Governor Elvira Nabiullina said, 
though she admitted that risks remain to 

holders of Russian debt from U.S. sanctions. 

Foreigners' share of OFZ bondholdings has 
already exceeded 25 percent and may rise 
towards 2018 highs of 34.5 percent, Nabiullina 

told a news conference on Friday on the 
sidelines of the IMF and World Bank spring 
meetings in Washington. 

Demand for the rouble-denominated bonds is 
seen as a gauge of global market sentiment 
towards Russian assets.  
A rise in foreign holdings supports the rouble 
and helps the finance ministry fulfil its 
borrowing plan, while an outflow of foreign 
funds would dent the currency and other 
Russian assets, as was the case in 2018. 

The higher the share of foreigners among 

holders of OFZ bonds, the deeper the possible 
negative impact on Russian markets should 
foreigner investors decide to ditch Russian 

paper. 
However the current high proportion of 
foreigners holding the bonds is causing little 
concern in Moscow thanks to Russia's low overall 

debt burden, Nabiullina said.  
She said the central bank's aim was to minimise 
the impact of Western sanctions against 
Moscow, particularly possible sanctions on those 
who hold Russian bonds. 
The United States has been threatening for 
months to slap sanctions on Russian debt for 

what it calls Moscow's "malign activities", but it 
has not taken any real steps against Russia's 
ability to borrow. 

"If external developments take place ... we have 
a full toolkit and we are ready to use it," 
Nabiullina said. 

 
(Reporting by Trevor Hunnicutt in Washington and 
Elena Fabrichnaya in Moscow; Writing by Andrey 
Ostroukh; Editing by Jan Harvey) 
(( maxim.rodionov@thomsonreuters.com ; 
+74957751242; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Rouble steady, stocks up ahead of govt 

bond auctions details  

16-Apr-2019  

MOSCOW, April 16 (Reuters) - The Russian 

rouble was steady and stock indexes moved 
higher on Tuesday, looking for momentum 
ahead of details of the finance ministry's 
weekly auctions of OFZ government bonds. 

The rouble was little changed at 64.23 against 

the dollar at 0740 GMT, hovering near its 

strongest level since March 26 of 64.05 it hit on 
Monday. Versus the euro, it was stable at 72.64. 
"The Russian currency is starting to get support 
from the upcoming tax period as well as OFZ 
placements," Otkritie Brokerage said in a note. 
Tax payments usually prompt export-focused 

companies to convert their foreign currency to 
meet duties at home. This month, such 
payments could amount up to 2.2 trillion roubles 
($34.27 billion), according to analysts surveyed 
by Reuters. 
The finance ministry is in focus on Tuesday as 
it will announce details of Wednesday's 

auctions of OFZ bonds, which enjoyed strong 
demand in the past few weeks. 

Demand for these rouble-denominated bonds is 
usually seen as a barometer for market attitude 
towards Russian assets amid lasting risks of 
possible U.S. sanctions against holdings of 
Russian debt. 
To fulfil the borrowing plan for this year the 

finance ministry needs to raise at least 48 billion 
roubles ($747.6 million) a week, which it has 
easily managed to do at the last five auctions, 
analysts at Rosbank said in a note.  
Brent crude oil, a global benchmark for Russia's 
main export, was down 0.1 percent at $71.08 a 
barrel, trading near 2019 highs and supporting 

Russian stocks. 
The dollar-denominated RTS index was up 0.5 

percent to 1,252.8 points, while the rouble-
based MOEX Russian index was 0.3 percent 
higher at 2,553.0 points. 
 
($1 = 64.2050 roubles) 
(Reporting by Andrey Ostroukh 
Editing by Raissa Kasolowsky) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Russian Eurobonds little changed on 

Thursday on mixed signals  

18-Apr-2019  
MOSCOW. April 18 (Interfax) - Prices for most 

Russian Eurobonds were little changed on 
Thursday amid mixed external and domestic 
factors, as well as an overall reduction in 
investor appetite for risk, while US Treasuries 
were up somewhat, resulting in a slight 
widening of the spread between the two 

benchmark issues. 

Russia's benchmark 2030 bonds were down 1 
basis point from previous closing by 6:15 p.m. 
Moscow time at 111.66% with yield at 3.69% 
per annum, unchanged from previous closing. 
Three-year US Treasuries were up 5 bps from 
previous closing at 99.16%, with yield down 2 

bp at 2.34%. Spread between Russia-30 and 
UST3 widened 2 bps to 135 bps. 
Russia's 2043 bond was up 4 bps at 112.81% 
yielding 4.96%, down 0.5 bps; the 2042 bond 
was down 5 bps at 109.61%, yielding 4.925%, 
up 0.5 bps; the 2026 bond was down 3 bps at 
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103.2% with yield up 0.5 bps to 4.225%; and 

the 2023 bond rose 4 bps in price to 105.18% 

yielding 3.59%, down 1 bp. 
The new 2047 bond was down 4 bps to 102.09% 
with yield up 0.5 bps to 5.11%; and the new 10-
year bond maturing in 2027 was also down 4 
bps at 100.06%, with yield up 0.5 bps at 4.24%. 
 
Ng ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Russia says Venezuela paid debt 

interest on time  

19-Apr-2019  
MOSCOW, April 19 (Reuters) - Venezuela made 

its latest debt interest payment to Russia on 
time, Interfax news agency cited Russian 
Finance Minister Anton Siluanov as saying on 
Friday.  

Caracas was due to pay Russia more than $100 
million in interest at the end of last month.  
 
(Reporting by Darya Korsunskaya; Writing by Tom 
Balmforth; editing by Maria Kiselyova) 
(( Tom.Balmforth@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Serbia 

Serbia to auction 189.8 mln euro of 5-

yr T-notes on Apr 22  

19-Apr-2019  
BELGRADE (Serbia), April 19 (SeeNews) – 
Serbia's finance ministry said it will offer 
189.8 million euro ($213.5 million) of five-
year Treasury notes at an auction on April 22 

in a reopening of the issue. 

The T-notes carry a coupon of 1.75% paid 
annually and will mature on January 31, 2024, 
the finance ministry said in a statement. 
The finance ministry targets the sale of T-notes 

with a par value of 50 million euro at the 
auction. 
The Treasury notes were first auctioned on 

January 29 when the government sold securities 
with a par value of 53.2 million euro of the 250 
million euro issue. Back then, the notes yielded 
1.75%. On February 27, Serbia sold below 
target 18.92 million euro at a yield of 1.74%. 
 
($ = 0.889096 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Turkey 

Turkey plans to inject $4.9 billion into 

state banks  

12-Apr-2019 18:15:16 

(Bloomberg) – The Turkish Finance and 

Treasury Minister said that the government 
will inject fresh capital into state-owned 
lenders and oversee the formation of two 
funds to take on some bad loans to help the 
sector. 
The Turkish government will issue TRL 28 billion 
($4.9 billion) of bonds and place them at state 
banks, to finance the effort. 
The finance minister unveiled the measures as 

part of a package of reforms aimed at 
resurrecting the recession-hit economy, with 
banks struggling to escape a rising pile of bad 
loans and increased demands from companies 
to restructure their debt. 

Additionally, the blueprint echoes the $77 billion 
rescue for lenders during the 2001 financial 
crisis and it marks the second time the has 

government acted to shore up its lenders after 

last year's currency crash. 
Hakan Ozyildiz, a former Deputy Undersecretary 
at the Finance Ministry, said, "This plan will 
increase the debt burden on the Treasury, in 
2001, the same type of bonds was issued to 
cover the state's losses." 
Berat Albayrak, the Treasury and Finance 

Minister, said that capital buffers will be 
strengthened once the new plan is implemented, 
adding that private lenders are working 
separately on their own plans to raise capital 
and will do so when needed. 
The treasury chief's road map also includes 

programmes to reorganise soured real estate 
and energy borrowings through debt and equity 
swaps. Banks will work to carve out non-
performing loans in the sectors and transfer 
them to two funds, which will be run by banks as 
well as local and international investors. 
"The non-performing loans ratio of 4.2 per cent 

is considered a very good level by our 
counterparts as well as, we are taking a step 
that will further enhance the quality of assets of 
the sector," added Albayrak. 
 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved.  
 
 

Turkish March budget deficit rises to 

24.5 billion lira  

15-Apr-2019  
ANKARA, April 15 (Reuters) - The Turkish 

budget showed a deficit of 24.5 billion lira 

($4.24 billion) in March, up from 16.8 billion 
lira a month earlier, the Treasury and Finance 
Ministry said on Monday. 

The March budget showed a primary deficit, 
which excludes interest payments, of 13.1 billion 
lira, the ministry said. 
 
($1 = 5.7836 liras) 
(Reporting by Nevzat Devranoglu; Additional reporting 
by Ezgi Erkoyun; Editing by Jonathan Spicer) 

(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
(c) Copyright Thomson Reuters 2019.  
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Turkey dollar bonds rally on global 

backdrop, hopes for U.S. breakthrough  

17-Apr-2019  
DUBAI, April 17 (Reuters) - Turkey's dollar-

denominated sovereign bonds rallied on 
Wednesday, boosted by hopes of a better 
global backdrop and a breakthrough between 
Turkey and the United States over Ankara's 
planned purchase of Russian military 
equipment. 

The country's 2045 bond surged as much as 1.5 
cents in the dollar, according to Tradeweb data. 
After the recent meeting between Turkish 

Finance Minister Berat Albayrak and U.S. 
President Donald Trump "there is an assumption 

of some deal between Turkey and the U.S. on S-
400s," said Timothy Ash of BlueBay Asset 
Management. 
Ankara's plan to buy the S-400 system has 
fueled tensions between the NATO allies and 

Washington has said Ankara could face sanctions 
over the issue.  
The Turkish bond rally was also due to an 
improved global backdrop, lifted by a raft of 
Chinese data that beat expectations, said Ash. 
 
(Reporting By Tom Arnold; Editing by Dhara 
Ranasinghe) 
(( Tom.Arnold@thomsonreuters.com ; 

+97144536265; Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019 
 
 

More pressure on Turkey  

18-Apr-2019  
LONDON, April 18 (IFR) - Turkish risk is back 

under the cosh after a report in the Financial 

Times spurred renewed concerns about the 
state of the country's FX reserves. 

The sovereign's Mar 2024s, for example, are 
25bp wider after the report that Turkey is 
bolstering its reserves through short-term 
borrowings. 

The FT said that in a written response to its 
questions, the central bank acknowledged that 

its use of currency swaps "may impact reserve 
figures," but said its method for accounting for 
them was in "full compliance with international 
norms." 
However, the story has raised fears about 
Turkey's wherewithal to defend itself in the 
event of another currency crisis. The lira is 

trading at 5.82 against the dollar, just inside the 
year's low of 5.84, according to Refinitiv Eikon 
data. 
Elsewhere, Citigroup analysts said they "remain 
constructive on EM spreads" in a report on the 
asset class. 

"The macro backdrop remains positive. In 
addition, technicals remain strong with inflows 
still coming into the asset class. While EM 
spreads is currently plateauing, we think they 
have room to move tighter and break the 

current trading range," said the analysts. 

 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Ukraine sees World Bank-backed loan 

this year  

15-Apr-2019  
By Andrei Makhovsky 
KIEV, April 15 (Reuters) - Ukraine hopes to 

raise new sovereign debt backed by a 

guarantee from the World Bank again this 
year though the size of the issue has not been 
decided yet, Finance Minister Oksana 
Markarova told Reuters on Monday.  

The World Bank, International Monetary Fund 
and other bodies support Ukraine's war-scarred 
economy with loan agreements conditional on 
Kiev passing reforms and tackling corruption.  
The country borrowed 529 million euros under 

World Bank guarantee in March after securing a 
new standby loan agreement from the IMF late 
last year. It expects to receive two IMF loan 
tranches worth a combined $2.5 billion in May 
and November. 
Investors are also watching whether Ukraine will 

continue to pass reforms while holding a 

presidential election this April and a 
parliamentary election in October.  
"We are working with the World Bank on the 
next guarantee. We would like to (get the loan) 
this year. We are working on the maximum 
possible amount, but it is too early to say 

specific figures," Markarova said.  
"About the IMF programme: everything goes 
well on the implementation of the programme," 
she told Reuters on the sidelines of a business 
conference.  
 
(Reporting by Andrei Makhovsky; Writing by Matthias 
Williams; Editing by Hugh Lawson) 

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

LATIN AMERICA AND 
CARIBBEAN 

 

Fitch Says LATAM Negative Rating 

Pressures Have Mounted  

16-Apr-2019  
April 16 (Reuters) - Fitch: 
Fitch says Latin America negative rating 
pressures have mounted. 

Fitch says forecasts economic growth to rise in 
Brazil and Colombia this year, but only to 2.1% 
and 3.3%, respectively. 
Fitch says ratings pressures for some Latin 
America sovereigns reflect a number of factors 
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within an overall sluggish economic growth 

environment. 

Fitch says political risk and economic policy 
direction remain key uncertainties in several 
Latin America countries. 
Fitch says Mexico, Peru and Chile are likely to 
experience moderate decelerations in economic 
growth. 

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

Argentina 

Argentina kicks off $9.6 bln program to 

finance government spending  

15-Apr-2019  
BUENOS AIRES, April 15 (Reuters) - Argentina 

sold $60 million in the foreign exchange 
market on Monday, traders said, marking the 
start of peso-buying program approved by the 

International Monetary Fund and aimed at 
bolstering government finances. 

The central bank held two auctions of $30 
million each. The first fetched an average price 
of 41.55 pesos per greenback. The second came 
out at an average 41.65 pesos to the dollar. 
Under a standby financing deal with the IMF, 
Argentina's treasury will sell $60 million per day 

up to $9.6 billion by way of the central bank to 

fund government operations.  
"The objective of these auctions is to provide 
pesos needed for government spending 
denominated in local currency," the treasury 
said in a statement. 

In 2018 Argentina signed a $56.3 billion IMF 
finance deal intended to stabilize the peso and 
help pull the country out of recession. The fund 
this month ratified its third review of Argentina's 
economy under the deal, unlocking a roughly 
$10.8 billion disbursement of funds. 
 
(Reporting by Walter Bianchi and Eliana Raszewski, 
writing by Hugh Bronstein 
Editing by Bill Trott and Lisa Shumaker) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentine presidential hopeful Massa 

says would revamp IMF deal  

17-Apr-2019  
By Nicolás Misculin 
BUENOS AIRES, April 16 (Reuters) - Argentine 

presidential hopeful Sergio Massa would 
renegotiate the country's unpopular financing 
deal with the International Monetary Fund if 
he wins office later this year, the former 
congressman told reporters on Tuesday. 

The $56 billion IMF standby financing agreement 

includes fiscal cuts that have enraged wide 
segments of the public, denting the popularity of 
President Mauricio Macri. 

"We need to find a longer-term mechanism to 

ensure that Argentina meets its debt obligations, 

" the 46-year-old Massa said in a briefing with 
international correspondents.  
Macri was forced to negotiate the IMF deal 
last year amid a sell-off in the peso that 
raised questions about Argentina's ability to 
pay dollar-denominated bond obligations. 
Many Argentines blame the IMF for policies 
that set the stage for the country's 2002 

sovereign debt default and economic 
meltdown. 

Popular protests supported by Massa's Peronist 
party have gained momentum in recent weeks 
as the Macri administration pursues IMF-backed 
public utility subsidy cuts and other austerity 
measures aimed at erasing the primary fiscal 
deficit this year, a goal included in the IMF pact.  

Massa, who wants to unseat Macri in the 
October election, spoke just hours after Macri's 
government announced that consumer prices 
shot 4.7 percent higher in March alone, bringing 
12-month inflation to 54.7 percent. 
More than three years into his first term, Macri's 
re-election is less than certain as his 

government strains to jumpstart a shrinking 
economy while cutting the fiscal deficit and 
trying to tame one of the world's highest 
inflation rates. 
Previous Argentine leader and possible October 
candidate Cristina Fernandez, a free-spending 

populist with wide support among low-income 

voters, has risen in the opinion polls while 
discontent rises over Macri's policy of cutting 
public utility subsidies and other austerity 
measures. 
Massa once served in Fernandez's cabinet but 
broke with her over what he called her top-down 

leadership style. He is running behind both 
Fernandez and Macri in the opinion polls. 
Argentina's economy will remain subject to 
shocks until clarity emerges regarding the 
country's October presidential election, ratings 
agency Moody's said this month. 
 
(Reporting by Nicolas Misculin; writing by Hugh 
Bronstein; Editing by Cynthia Osterman) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil's Bolsonaro no longer against 

sale of postal service  

19-Apr-2019  
By Marcela Ayres 
BRASÍLIA, April 19 (Reuters) - Brazilian 

President Jair Bolsonaro's resistance to the 

privatization of the national postal office has 
been broken, a senior government source told 
Reuters on Friday asking for anonymity 
because the matter remains private. 

This change of stance has allowed the economic 
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team to consider ways to sell the state-owned 

company, the source said, referring to Empresa 

Brasileira de Correios e Telégrafos.  
The rationale is that a private owner would 
modernize services and more quickly respond to 
changes in the marketplace such as responding 
to growing demand from e-commerce firms. 
The national postal service did not immediately 

respond to a comment request.  
Economy Minister Paulo Guedes told Globonews 
TV this week it would be "a very big leap" for the 
government to privatize oil major Petroleo 
Brasileiro SA, which was at the center of an epic 
corruption scandal in Brazil.  

Instead, Guedes said, the president would 
consider the sale of another key state-owned 
company. That company, according to the 

source, is the national postal office.  
Ostensibly, Guedes has insisted that the federal 
government should reduce the size of the state 
to cut public debt, making companies and the 

economy more efficient. He has also pointed out 
that excessive state control over businesses 
opens up the door to corruption. 
 
(Reporting by Marcela Ayres 
Writing by Ana Mano 
Editing by Marguerita Choy) 
(( ana.mano@thomsonreuters.com ; Tel: +55-11-
5644-7704; Mob: +55-119-4470-4529; Reuters 
Messaging: 
ana.mano.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Chile 

Chile looks to become first LatAm 

sovereign to issue Green bonds  

14-Apr-2019  
By Paul Kilby 
WASHINGTON DC, April 14 (IFR) - Chile has 

ambitions to be the first Latin American 
sovereign to issue Green bonds as part of a 
broader environmental strategy and as it 
looks to widen the country's investor base.  

The deal could cover all or part of the 
approximately US$1.5bn in foreign currency 

debt expected to be raised this year by the 
South American country.  
"We are considering a Green bond issuance. We 
are interested in becoming the first Latin 
American sovereign (to do this)," Andres Perez, 
Chile's head of international finance told IFR on 

the sidelines of the IMF meetings in Washington 
this weekend.  
"Our research suggests that this sort of 
issuance doesn't necessarily entail more 
competitive rates, but it allows us to diversify 
our investor base." 

It is also part of a strategic effort by the 

relatively new administration of Sebastian 
Pinera, who took the office of president for a 

second time just over a year ago.  
During the IMF meetings, Chile was one of 20 
countries that launched a coalition of finance 

ministers to promote action on climate change 

through fiscal policy and the use of public 

finances. 
Chile is also hosting in December a United 
Nations' climate change conference. 
"It is important from the perspective of our 
administration and our efforts that are 
Green," said Perez.  

Proceeds from a Green bond will not necessarily 
be earmarked for Green projects, but Chile 

would commit to a published Green bond 
framework to use funds at the Treasury in this 
way. 
"We would monitor that the expenditures, which 
are in line with our Green bond framework, are 
done over time," he said.  
"And if the sovereign wants to reopen the bond 

it is always within the framework. Once you set 
it up, it becomes a lot easier." 
Indeed, the work and the upfront fixed costs to 
issuing the first Green bond can be substantial, 
and this may explain why Chile has yet to tap 
the international bond markets this year, say 

some bankers. 
The government has Congressional authorization 
to issue roughly US$9bn in debt this year, down 
from US$9.5bn in 2018 year, but it only plans to 
place US$8.7bn of that as part of the 
administration's efforts to be fiscally responsible, 
said Perez.  

The vast majority of that amount, about 
US$7.2bn, will take the form of local currency 

bonds, though about US$1.5bn equivalent could 
be Euroclearable peso bonds sold in part to 
foreign accounts.  
When Chile does go to the international market, 
Perez suggests it will stick to its usual stomping 

grounds, namely dollars, euros or Euroclearable 
pesos  
"We haven't announced details yet of the 
composition of the currencies, but we do have 
yield curves developed in dollars and euros," he 
said. "The bar for issuing in a new currency is 

relatively high.  
 
(Reporting By Paul Kilby) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Colombia 

DBRS Confirms Republic of Colombia at BBB, 
Stable Trend  

12-Apr-2019 16:05:16  
Date of Release: April 12, 2019 
DBRS Confirms Republic of Colombia at BBB, 
Stable Trend 
Industry: Public Finance--Sovereigns 
DBRS, Inc. (DBRS) confirmed the Republic of 
Colombia's Long-Term Foreign and Local 
Currency - Issuer Ratings at BBB. At the same 
time, DBRS confirmed the Short-Term Foreign 

and Local Currency - Issuer Ratings at R-2 
(high). The trend on all ratings is Stable.  
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KEY RATING CONSIDERATIONS  
The BBB ratings balance Colombia's credible 
macroeconomic policy framework with 
ongoing fiscal pressures. Since experiencing a 
large terms of trade shock in 2014, sound 
macroeconomic policies have facilitated an 

orderly rebalancing in the economy. Inflation 
has converged to the central bank target. The 
current account deficit has narrowed 
substantially. Moreover, a gradual economic 

recovery is underway on the back of 
strengthening domestic demand. With subdued 
inflation pressures, monetary policy is now 
slightly expansionary, which should help the 
recovery gain momentum. GDP growth is 
expected to increase from 2.7% in 2018 to 3.5% 
in 2019 and 3.6% in 2020. Despite improving 

cyclical conditions, medium-term growth 
prospects are constrained by supply-side factors, 
such as poor infrastructure, widespread labor 
informality, and limited trade penetration.  
The key challenge for the ratings is the fiscal 
accounts. While a series of tax increases and 
spending cuts over the last few years have 
largely offset lower oil-related revenues, the 

consolidation strategy going forward is not 
clear, particularly given the recent cuts in 
corporate taxes. Further consolidation 
measures will likely be needed to put public 
debt ratios on a clear downward trajectory. 
The crisis in Venezuela also presents downside 
risks, as a sharp increase of immigrants would 

potentially require more spending. The 
trajectory of the ratings will depend in part on 

policymakers' ability to allocate sufficient public 
resources to achieve the country's growth and 
security objectives while ensuring fiscal 
sustainability. RATING DRIVERS  
While an upgrade in the near term is not likely, 
the ratings could experience upward pressure in 

the medium term if fiscal accounts consolidate in 
a durable manner and supply-side improvements 
in the economy raise economic growth 
prospects.  
On the other hand, the ratings could be lowered 
if the fiscal outlook materially weakens. Failure 
to achieve the ambitious structural deficit 

targets set out in the fiscal rule would not 
necessarily put downward pressure on the 
ratings, provided that the government continues 
to demonstrate a clear commitment to fiscal 
sustainability.  
RATING RATIONALE  
The Fiscal Consolidation Strategy Looks 

Challenging And Downside Risks Are 
Increasing  
Gradual fiscal consolidation since the 2014 oil 
price shock has facilitated the economy's 
rebalancing and helped maintain fiscal 

credibility. The central government aims to 
further reduce the deficit from 3.1% of GDP in 
2018 to 2.7% this year, which is in line with the 

targets established by the fiscal rule's 

independent Consultative Committee. The 
adjustment should be supported by some 
modest revenue-raising measures, higher oil 
prices last year, and the cyclical recovery. 

However, the consolidation strategy for the 

following years is not clear, particularly as: (1) 

full tax credit on VAT paid on capital goods and 
lower corporate tax rates will start impacting 
revenues, (2) rigidities in the spending profile, 
partly driven by constitutional protections, limit 
the government's ability to cut current 
expenditure, and (3) capital expenditures are 

already at a low levels. The situation in 
Venezuela also presents downside risks. 
Colombia's fiscal outlook already incorporates 
spending of 0.5% of GDP in 2019 to provide 
basic public services for an estimated 1.2 million 
Venezuelan migrants living in Colombia. 

However, the fiscal shock could be substantially 
larger if the crisis in Venezuela intensifies and 
the inflow of migrants significantly increases. All 

of this leaves the government with limited room 
to maneuver. Public debt dynamics have 

stabilized but at a substantially higher level 
than before the terms of trade shock. 
Additional revenue will likely be needed to 

protect public investment and put public debt 

ratios on a clear downward path. Colombia's 
Growth Prospects Are Moderate - Constrained by 
Structural Factors  
Colombia's growth prospects are slightly higher 
than most of its regional peers. The IMF expects 
the Colombian economy to expand on average 
by 3.7% per year from 2019-2024. Only Peru is 

expected to grow at a faster pace among Latin 
America's largest economies. However, with an 

aging population, Colombia's medium-term 
growth outlook will primarily depend on raising 
investment and productivity.  
In that regard, growth prospects are constrained 

by several factors. Colombia's large 
infrastructure gap is a major impediment to 
growth. Underdeveloped infrastructure increases 
transportation costs, thereby limiting access 
within the domestic market and acting as an 
obstacle to international competitiveness. In 
addition, Colombia's labor market is 

characterized by high structural unemployment 
and widespread informality. Finally, the 
economy is relatively closed and, therefore, does 
not fully benefit from the potential efficiency 

gains derived from greater integration into 
global markets. Consequently, strengthening the 
country's growth prospects will depend in part 

on the government's ability to advance a 
comprehensive agenda that addresses these 
interlinking constraints. Inflation Is On Target 
But The Current Account Deficit Is Widening 
Monetary policy is slightly expansionary amid 
muted inflation pressures. The central bank has 

left the policy rate unchanged at 4.25% since 
April 2018. With inflation expectations 
anchored and a modest negative output gap, 
policy will likely remain supportive of growth 

in the near term. Accommodative policy has 

largely fed through to lending rates. Although 
corporate borrowing has not picked up due to 
the weak demand, Colombia's financial system is 
well-positioned to support businesses as cyclical 

conditions strengthen. The banking system is 
profitable and well-capitalized. Moreover, asset 
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quality indicators, which deteriorated in 2017 

and early 2018, are starting to improve in 

tandem with the recovery.  
The rebound in domestic demand is reflected in 
the widening current account deficit. The 
external gap increased from 3.3% of GDP in 
2017 to 3.8% in 2018, driven in part by rising 
capital goods imports. The current account 

deficit is expected to remain relatively large, 
which could expose the economy to capital flow 
volatility. However, inflows of foreign direct 
investment provide a steady source of external 
financing, and global financing conditions have 
eased following the recent decisions of several 

major central banks. If external conditions 
deteriorate, exchange rate flexibility should help 
the Colombian economy adjust. At the same 

time, substantial reserves provide some 
protection against global tail risks.  
Institutional Quality Is A Credit Challenge 
DBRS expects continuity in macroeconomic 
policy under the Duque administration. Iván 

Duque was elected president in June 2018 
after defeating Gustavo Petro in a second-

round vote. The success of the new 
administration in advancing its legislative 
agenda, including pension reform later this year, 
will largely depend on the President's ability to 
build a coalition across a divided congress.  
Notwithstanding Colombia's record of sound 

macroeconomic management, DBRS views the 
broader issue of institutional quality in Colombia 

as a credit challenge. According to the World 
Bank Governance Indicators, Colombia 
compares unfavorably to most similarly rated 
countries in the area of rule of law. The peace 
accord with the FARC is advancing, despite some 

recent setbacks and challenges. However, the 
process of extending the state's presence, 
reintegrating thousands of former combatants 
into society, and addressing criminal activity tied 
to narcotics trafficking remain long-term 
challenges. RATING COMMITTEE SUMMARY  

The DBRS Sovereign Scorecard generates a 
result in the A (low) - BBB range. The main 
points discussed during the Rating Committee 
include (1) the fiscal outlook, (2) the economic 

and fiscal impact of Venezuelan migrants, and 
(3) factors driving the current account deficit 
and the composition of the external financing.  

KEY INDICATORS  
Fiscal Balance (% GDP): -2.2 (2018); -2.6 
(2019F); -1.0 (2020F) Gross Debt (% GDP): 
50.5 (2018); 49.2 (2019F); 47.3 (2020F) 
Nominal GDP (USD billions): 333.1 (2018); 
336.6 (2019F); 352.8 (2020F) GDP per capita 
(USD thousands): 6.7 (2018); 6.7 (2019F); 6.9 

(2020F) Real GDP growth (%): 2.7 (2018); 3.5 
(2019F); 3.6 (2020F) Consumer Price Inflation 
(%, eop): 3.2 (2018); 3.0 (2019F); 3.0 (2020F) 
Domestic credit (% GDP): 62.4 (2017); 61.5 

(Sept-2018) Current Account (% GDP): -3.8 
(2018); -3.9 (2019F); -3.8 (2020F) 

International Investment Position (% GDP): -
47.5 (2017); -46.5 (2018) Gross External Debt 
(% GDP): 40.0 (2017); 39.6 (2018) Foreign 
Exchange Reserves (% short-term external debt 

+ current account deficit): 164% (2017); 143% 

(2018) Governance Indicator (percentile rank): 

47.0 (2017) Human Development Index: 0.747 
(2017) Notes:  
All figures are in U.S. dollars unless otherwise 
noted. Public finance statistics reported on a 
general government basis unless specified. 
Governance indicator represents an average 

percentile rank (0-100) from Rule of Law, Voice 
and Accountability and Government 
Effectiveness indicators (all World Bank). Human 
Development Index (UNDP) ranges from 0-1, 
with 1 representing a very high level of human 
development.  

 
Michael Heydt  
Vice President – Global Sovereign Ratings 
+1 212 806 3210 
mheydt@dbrs.com 
Thomas R. Torgerson  
Co-Head of Sovereign Ratings - Global Sovereign 
Ratings 
+1 212 806 3218 
ttorgerson@dbrs.com 
© DBRS Limited and DBRS, Inc. (collectively, DBRS).  
©Thomson Reuters 2019. All rights reserved. 
 
 

Colombia/Venezuela 

Colombia gets $31.5 mln grant to aid 

Venezuelan migrants  

12-Apr-2019 22:35:07  
WASHINGTON, April 12 (Reuters) - A refugee 

fund set up by the World Bank, the United 
Nations and the Islamic Development Bank on 

Friday approved a $31.5 million grant for 
Colombia to aid Venezuelan migrants and 
refugees. 

The Global Concessional Financing Facility grant 
provides budget support to Colombia as it works 
to facilitate access to jobs and basic social 
services to improve the migrants' lives, the 
World Bank said. The grant will aid the 

communities hosting the migrants.  
"These non-reimbursable resources will help 
finance the significant fiscal effort Colombia is 
making to host and help the Venezuelan 
migrants in the best way possible."  

The concessional funding is part of a $750 
million development policy financing package 
being prepared by the World Bank to support 

Colombia's fiscal sustainability, economic 
competitiveness and migration challenges.  
Specific policy measures include efforts to 
regularize the status of over 260,000 migrants.  
The World Bank estimates that about 3.7 million 
people have left Venezuela in recent years, and 
more than 1.2 million migrants and refugees 

from Venezuela are now living in Colombia. 
The influx of migrants and refugees to Colombia 

has put a severe strain on the country’s 
economy and social services such as healthcare. 
The annual cost of hosting the migrants, not 
including infrastructure and facilities, is currently 
estimated at around 0.4 percent of GDP, 

according to the Bank. 
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"The massive and rapid migration from 
Venezuela presents an unprecedented 

humanitarian and development challenge for 
the region today," World Bank Latin America 
vice president Axel van Trotsenburg, said in a 
statement. "We need to act now to ensure 
that the migrants from Venezuela and their 
hosts get the support they need." 

The Global Concessional Financing Facility was 
launched in 2016 as a response to large 
numbers of refugees fleeing Syria to Jordan and 

Lebanon. In two years, the facility has approved 
$500 million in grants that have unlocked $2.5 
billion in concessional financing for development 
projects aiming to improve the lives of refugees 
and their host communities. 
The fund said contributions for the Colombian 
grant came from Canada, the Netherlands, 

Norway and Britain. 
 
(Reporting by David Lawder; Editing by Andrea Ricci) 
(( David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Panama 

Panama debuts Euroclearable Treasury 

bond  

12-Apr-2019 16:02:20  
NEW YORK, April 12 (IFR) - Panama opened its 

local bond market to a broader audience last 
week when it came with a US$1bn 
Euroclearable seven-year Treasury bond, 
marking the first time it has targeted foreign 
investors under this format.  

Like several countries in Latin America, Panama 
has been looking at ways to make its domestic 
bonds more appealing to international fixed-
income investors as a way to deepen its local 

markets. 
On this front, the Central American nation 
arguably has a simpler task on its hands given 
that its dollarised economy allows it to avoid the 

complications of selling local currency debt to 
international accounts. 
Even so some bankers wondered whether it 

would be eligible for inclusion on indices such as 
JP Morgan's EMBI and just how much foreign 
interest the local law trade could garner.  
"If it is not EMBI eligible and it doesn't perform 
well EM investor could get crushed versus their 
peers," said one banker away from the deal.  
"Global bond funds can buy bonds in domestic 

format and there may be some demand from 
insurance companies which don't care about 
local law and liquidity, but with the cheapness 
it has the right spread to get some interest." 

Starting at initial price thoughts of Treasuries 

plus 150bp, leads managed to land the deal at 
140bp over for a yield of 3.775%. 
That provided a pick up to the country's global 

bond curve, where the 2026s were bid at 
3.599% and a high dollar price of 121.00. The 

global 2025s, which trade at a lower dollar price 

of 102.60, were bid at 3.25%.  

Arguably investors priced in little, if any, 
premium for the bonds' local law status.  
"Local law in Argentina would be worth 
something but for a Triple B local versus a New 
York law bond it won't be much," said the 
banker. "In Panama's case it is perhaps 5bp-

10bp."  
Moody's upgraded Panama to Baa1 from Baa2 in 
March, citing improving fiscal policy and strong 
growth.  
The government debt stands at around 40% of 
GDP, compared with a median of 50% for Baa-

rated peers, while its interest payments to 
revenue ratio is also favourable on that basis, 
despite a relatively small tax revenue base, it 

said.  
Goldman Sachs and Morgan Stanley acted as 
global bookrunners, with Banistmo acting as 
local broker dealer. Ratings are Baa1/BBB/BBB. 

 
(This story will appear in the April 13 issue of IFR 
Magazine.) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
D Panama 
(c) Copyright Thomson Reuters 2019. 
 
 

Peru 

Peru to trim 2019 fiscal deficit target 

to 2.2%-2.3% of GDP  

15-Apr-2019  
LIMA, April 15 (Reuters) - The Peruvian 

government will likely trim its target for this 
year's fiscal deficit to around 2.2 or 2.3 

percent of gross domestic product from its 
previous target of 2.7 percent, the finance 
minister said on Monday. 

Carlos Oliva added in a news conference that the 
new target will be published later this month 
when the finance ministry updates its economic 
forecasts. 

Last year Peru registered a fiscal deficit equal to 

2.5 percent of GDP, according to the central 
bank. The government wants to cut the deficit to 
1 percent by 2021. 
 
(Reporting By Marco Aquino 
Editing by Chizu Nomiyama) 
(( mitra.taj@thomsonreuters.com ; +51 (1) 277-
9550; Reuters Messaging: 
mitra.taj.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Uruguay 

Uruguay likes Global peso market, but 

at responsible rates  

16-Apr-2019  

By Paul Kilby 
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NEW YORK, April 16 (IFR) - Uruguay would like 

to revisit the Global peso market, but with its 
fixed-rate local currency bonds trading with 
double digit yields, costs may still be too 
prohibitive.  
The sovereign broke new ground in 2017 with 
its first Global fixed-rate peso bonds, after 
printing 2022 and 2028 bonds in quick 
succession at yields of 10% and 8.625%, 
respectively.  
But since then the 2028 bond has widened out 
to be bid around 10.9%, though that is down 

from a high 12.4% in early September, 
according to Refinitiv data.  

"We have told investors and banks that we are 
keen to continue developing our global nominal 
peso bond," Herman Kamil, the country's head 
of public credit told IFR. 

"Yet we need to issue at fiscally responsible 
interest rates. That is key for debt dynamics." 

In contrast, the yield on Uruguay's US dollar 
denominated 4.375% 2031 is now at around 
3.9% after rallying about five points to around 
104.00 since pricing in January at 99.225. 
Concerns over FX volatility and the state of the 
economy in neighboring Argentina did spill over 
into Uruguay last year, weighing on its own 

currency and hence Global peso bonds.  
Uruguayan inflation last year rose above the 
target range partly due to a drought and peso 
weakness, and stood at 7.4% earlier this year, 
according to the IMF. 

"Devaluation expectations (impacted) the peso 

curve yet our dollar bonds didn't suffer," said 
Kamil.  
"You could say that exchange rate depreciation 
was not perceived as a destabilizing factor in the 
Uruguay economy, otherwise the dollar bond 
would have suffered." 
Uruguay, which faces a presidential election 

in October, has no need to come to market, 
though it does tend to prefund in any given 
year.  

And while the dollar market looks particularly 
attractive against a bullish backdrop for EM, the 
Finance Ministry is reluctant to issue more dollar 
debt after having just been in that market.  

"Conditions are ripe for dollar issues, but we are 

always keen to have a careful balance between 
local and foreign currencies," said Kamil.  
"We like to keep our options open but given our 
financing needs it wouldn't be necessary to be in 
the dollar market this year." 
A global fixed-rate bond is a different story, 
however, as the sovereign is keen to maintain a 

stable presence in JP Morgan's government bond 
index-emerging markets (GBI-EM). 
"It is important to keep a stable weighting in the 
index and part of that is issuing in this market 
but you have to choose a time when...rates are 
fiscally responsible." 
 
(Reporting By Paul Kilby 
Editing by Jack Doran) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Venezuela 

Venezuela congress to weigh 2020 

PDVSA bond payment next week  

19-Apr-2019  
By Mayela Armas 
CARACAS, April 19 (Reuters) - Venezuela's 

opposition-controlled National Assembly 
expects to vote on making a $71 million bond 
interest payment when it meets next week, a 
lawmaker and a member of state-run oil 
company PDVSA's ad-hoc board of directors 
said.  

Payment would protect U.S. refiner Citgo, 

PDVSA's crown jewel overseas asset, from 
potential seizure by creditors. But it was not 
immediately clear how the opposition-aligned 
ad-hoc board, which does not control PDVSA's 
day-to-day operations, would make the payment 
or what funds it would use. 

Alejandro Grisanti, an economist appointed to 
the ad-hoc PDVSA board by the National 
Assembly last week, said the board was "sparing 
no effort" to make the payment on PDVSA's 
2020 bond, which is backed by half the shares in 
Cigto. 
The bond payment would be part of National 
Assembly leader Juan Guaido's effort to 

protect PDVSA's overseas assets. Guaido in 

January invoked the country's constitution to 
assume an interim presidency on the basis that 
President Nicolas Maduro's 2018 re-election was 
illegitimate.  
Maduro, who says Guaido is attempting to oust 

him in a coup, still controls the day-to-day 
options of PDVSA within Venezuela. The United 
States and most Western countries have 
recognized Guaido as Venezuela's rightful 
leader, and the board he has appointed to Citgo 
controls the company. 

"We are working on making that decision," 
Guaido told Reuters on Friday, referring to the 
interest payment.  
Failure to pay the bond, one of the few that 
cash-strapped Venezuela has remained 
current on while defaulting on some $8 billion 
in debt, could allow bondholders to seize 
Citgo shares as compensation. PDVSA has a 
30-day grace period following the April 27 
payment deadline.  

Efforts by any Maduro-linked institution to pay 
could run afoul of U.S. sanctions, which restrict 
dealings with PDVSA by U.S. entities. 
Opposition lawmaker Stalin Gonzalez, the 
National Assembly's' vice president, said 
congress would debate the payment next week. 
Grisanti said approval would allow PDVSA to 

request a license from the U.S. Treasury 

Department's Office of Foreign Assets Control 
(OFAC), which enforces sanctions, to make the 
payment. The National Assembly is the only 
Venezuelan government body recognized as 
legitimate by the United States. 

Grisanti said the board could use funds from 
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PDVSA crude sales to pay, without detailing 

where those funds were held. Guaido's allies 

have said they have no plans to use Citgo's 
funds. 
Neither PDVSA nor Venezuela's Information 
Ministry responded to requests for comment. 
 
(Additional reporting by Deisy Buitrago in Caracas 
Writing by Luc Cohen; Editing by David Gregorio) 

(( luc.cohen@thomsonreuters.com ; +58 424 133 
7696; Reuters Messaging: Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

Top two African economies to drag on 

sub-Saharan growth this year  

18-Apr-2019  
By Vuyani Ndaba 

JOHANNESBURG, April 18 (Reuters) - Economic 

disruption from uneven currency trading in 
Nigeria and continued electricity shortages in 
South Africa are set to hold back overall 
growth across sub-Saharan Africa this year, a 
Reuters poll of economists found on Thursday. 

Since commodity prices collapsed four years 
ago, the region has largely missed out on the 
global economic recovery, with growth failing to 

return to rates seen in previous years and set to 

remain subdued. 
The survey, taken in the past week, shows 
Nigeria, Africa's most populous country and 
largest economy, is expected to grow 2.4 
percent this year and 2.8 percent next year. 
South Africa, the number two economy on the 

continent, will grow 1.3 percent this year and 
1.7 percent in 2020.  
The 2019 forecasts for the two countries, 
which together drive around half of the wider 
region's growth, are both 0.1 percentage 
points lower compared to the last survey for 
Nigeria in January and March's poll for South 
Africa. 

"Tepid growth in South Africa is one reason why 

we expect that growth across Sub-Saharan 
Africa will remain disappointing in 2019," said 
John Ashbourne, an economist at Capital 
Economics in London. 
Creaking infrastructure at South Africa's state 
power utility Eskom is taking longer to fix than 
economists previously thought. Rolling power 

cuts as it struggles with capacity shortages 
threaten to stymie President Cyril Ramaphosa's 
efforts to boost investments and economic 
growth. 
In Nigeria, multiple currency exchange rates 
designed to deal with dollar shortages following 

a slump in global oil prices in 2015 have 
undermined its economy.  

Ashbourne said that keeping the naira artificially 
strong in 2015 prevented the economy from 
adjusting to lower oil prices. 
"The foreign exchange system was improved in 
2016, when the Bank partially devalued the 

official rate and launched a new, 'Nafex' rate, 

now used for 70-80 percent of transactions. But 

it remains complex and open to abuse," he said.  
South Africa's economy expanded 0.8 percent 
last year while Nigeria's economy grew 1.9 
percent, its fastest pace since the recession two 
years earlier.  
The economists surveyed expect South Africa's 

key interest rate to remain at 6.75 percent until 
next year while a separate Reuters poll last 
month suggested Nigeria's central bank will wait 
until May 2020 before cutting its main rate by 25 
basis points to 13.75 percent. 
Ghana is forecast to grow 6.2 percent, faster 

than January's survey suggested. Some analysts 
expect the exporter of cocoa, gold and more 
recently oil to be the top performer this year.  

Growth in East Africa's biggest economy Kenya 
is seen slowing to 5.8 percent growth in 2019, 
compared to a government estimate of 6.1 
percent for 2018. The World Bank is more 

cautious and has warned growth could slow to 
5.7 percent due to dry weather patterns.  
The International Monetary Fund last week cut 
its growth projection for sub-Saharan Africa this 
year to 3.5 percent from 3.8 percent in October. 
The World Bank is again more pessimistic, with a 
2.8 percent forecast. 
A separate survey this month showed yield-
hungry investors will trade risky emerging 
market currencies cautiously against the 
dollar this year despite the Federal Reserve's 
recent dovish stance, though there is still 
demand for them.  

Standard Chartered Africa research head Razia 
Khan expects the Fed's more dovish tilt to have 
a positive impact on sub-Saharan African 

economies in the months to June, allowing 
stronger domestic recoveries. However, she was 
cautious about the likelihood of new easing 
cycles.  
 
 (( vuyani.ndaba@thomsonreuters.com ; +27 11 775 
3157; Reuters Messaging: 
vuyani.ndaba.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Cameroon 

S&P Says Cameroon Outlook Revised 

To Negative On Rising External And 

Fiscal Risks; 'B/B' Ratings Affirmed  

12-Apr-2019 22:45:53  
April 12 (Reuters) - S&P Global Ratings: 
S&P says Cameroon outlook revised to 
negative on rising external and fiscal risks; 
'B/B' ratings affirmed. 

S&P says economic and political risks from 

domestic tensions in Cameroon are significant, 

especially in the Anglophone regions. 
S&P says Cameroon's external public debt 
continues to rise fast. 
S&P, on Cameroon, says possible end of funded 
IMF programs with four cemac members by 

2020 may raise macroeconomic risks in 
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monetary union. 

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

Egypt 

Egypt expects its debt to become 

'euroclearable' in October  

14-Apr-2019  
By Yousef Saba 
CAIRO, April 14 (Reuters) - Egypt has signed 

an agreement with Euroclear, Europe's 
biggest settlement house for securities, to 

allow holders of its sovereign debt to clear 
transactions outside the country beginning in 
six months' time, its finance minister said. 

Mohamed Maait also told Reuters that Egypt 
hopes to announce a new sovereign debt issue 
by the end of September and hopes it will be 
eligible for clearing via Belgium-based Euroclear.  
"Hopefully by October this year, we will be 

starting to launch the first part of our debt, 
(making it) euroclearable," Maait said in a phone 
interview late on Saturday. 
The government is considering issuing "green 
bonds, samurai, panda, sukuk and 
infrastructure bonds", he said.  

Maait was speaking from Washington, where 
treasury officials from around the world have 

gathered for the spring meetings of the World 
Bank and International Monetary Fund. 
Euroclear is due to officially announce its 
memorandum of understanding (MoU) with 
Egypt on Monday, a source familiar with the 
matter said. 
Euroclearability is seen as one of the last stages 

of capital market development and can sharply 
lower borrowing costs for emerging market 
economies, says PwC. 
The deal will help "create the right market 
conditions for local currency sovereign debt 
issuance," according to a draft Euroclear press 

release, seen by Reuters and due to be 
published on Monday. 
"The intention is for the market to eventually 
become Euroclearable, creating a cross-
border link to enable international investment 
in Egyptian domestic debt instruments," the 
release said. 

Settling debt via Euroclear requires high levels 
of transparency as well as specifics on the size 

and structure of the debt to be issued, among 
other aspects under Euroclear rules. 
In February Egypt sold $4 billion in dollar-
denominated eurobonds and this month it issued 
2 billion euros ($2.3 billion) in euro-denominated 
bonds.  
Maait also said in the interview that Egypt plans 

to sell stakes in at least another five or six state-
owned enterprises (SOEs) by the end of June 
2020. 
It plans to use the proceeds from stake sales to 
help boost public finances as part of a three-
year economic reform programme agreed with 

the IMF in late 2016. Egypt received a $12 

billion loan from the IMF.  

The government sold 4.5 percent of Eastern 
Company, Egypt's monopoly cigarette maker, in 
March, its first sale of state-owned shares on the 
stock exchange in 10 years.  
The sale had been planned for last year, but was 
delayed after prices of emerging market assets 

plunged across the globe.  
"We are on track. We may say something before 
June 2019, but definitely, God willing, we will 
say more with the new financial year," Maait 
said on the SOEs. Egypt's financial year begins 
in July. 

He declined to say which company would be 
offered next because "it hurts us when we 
announce early". 

Maait said Egypt has put a mechanism in place 
for hedging against fluctuating oil prices, a move 
aimed at helping avoid shocks to the budget. 
"Egypt is ready and Egypt is using the hedging 

mechanism whenever Egypt needs to use it," he 
said. 
A plan for hedging against wheat prices that was 
under discussion with banks in October "didn't 
materialise," but remains "on the table" and is 
being explored, he said. 
Euroclear's global head of capital markets and 

fund services, Stephan Pouyat, told Reuters that 
Euroclear's agreement with Egypt would be 
expanded in future.  
"We are not just going to do the government 

bonds. We will start by that, because that's what 
international investors need," Pouyat said. 

He said Euroclear wants to "make it clear (to 
investors) that (Egypt) has a successful, long 
yield curve to create the benchmark that is 
necessary for the corporate sector ... and that is 
going to facilitate significantly any sort of 
hedging."  
 
($1 = 0.8849 euros) 
(Reporting by Yousef Saba;  
Editing by Patrick Werr and Susan Fenton) 
(( Yousef.Saba@thomsonreuters.com ; 
+201222184730) ) 
(c) Copyright Thomson Reuters 2019.  
 
 

Moody's upgrades Egypt  

18-Apr-2019  
LONDON, April 18 (IFR) - Egypt has received a 

boost after Moody's upgraded the sovereign 
by a notch, citing reforms and improvements 
in the country's finances. 
The agency upgraded Egypt to B2 from B3 
with the outlook changed to stable from 
positive. 
It said that fiscal and economic reforms "will 
support a gradual but steady improvement in 
Egypt's fiscal metrics and raise real GDP 
growth." 

Moody's also said that "Egypt's large domestic 

funding base support its resilience to refinancing 
shocks." However, it said the government has 
large financing needs and an interest bill that 
will continue to "absorb nearly 45% of revenue." 
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One issue that Moody's doesn't mention is the 

upcoming referendum that will potentially allow 

President Abdel Fattah al-Sisi to stay in office 
until 2030. 
The ballot, featuring several constitutional 
amendments, was given final approval in 
parliament on Tuesday. 
The changes, if approved, would extend Sisi's 

current term to six years from four and then 
allow him to run again for a third term lasting 
six years. 
Sisi's supporters say the changes are necessary 
to give him more time to complete major 
development projects and economic reforms. 

His critics say they concentrate more power in 
the hands of a leader accused by rights groups 
of presiding over a relentless crackdown on 

freedoms. 
In the primary, QNB sold a US$850m three year 
Formosa on Wednesday. 
In the secondary, there was strong sentiment 

towards CEEMEA credits, especially the after the 
US open. "Treasuries stabilised during the 
afternoon session and helped to consolidate 
spread tightening," said a trader. Turkey 
continued to see spread tightening. 
 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; )) 
(c) Copyright Thomson Reuters 2019. 

 
 
 

South Africa 

South Africa's growing debt a concern  

16-Apr-2019  

JOHANNESBURG, April 16 (Reuters) - Ratings 

agency Moody's warned South Africa again on 
Tuesday that growing government debt linked 
to bailouts of state firms would continue to 
pressure the country's investment grade 
status. 
Moody's was the last of the big three ratings 
agencies to give South Africa an investment-
grade rating, so markets are sensitive to any 
pronouncement it makes on the fiscal and 

economic strength of Africa's most 
industrialised economy. 

"The credit profile would face downward 
pressure if Moody's expects that government 
debt and contingent liabilities risk from SOEs 
(state-owned enterprises) will continue to rise to 
levels no longer consistent with a Baa3," said 
Moody's senior credit officer Lucie Villa in a 

research report.  
Moody's last month postponed a review of South 
Africa's creditworthiness, a reprieve that boosted 
the rand and local bonds. 
In the research report, Moody's said that while 
South Africa's public debt was similar to other 

countries ranked at the same level, the upward 
trajectory, along with weak economic growth, 
was worrying. 
In February, South Africa's National Treasury 
granted power utility Eskom a 69 billion rand 

($4.9 billion) bailout over the next three years to 

help it service its 420 billion rand debt. 

But the firm said this month it needed more 
cash to survive and avoid implementing 
countrywide blackouts it unleashed in February 
and March that are expected to have dampened 
first-quarter growth. 
The rand hardly moved following the research 

report, trading steady at 14.0800 at 1015 GMT.  
Peter Attard Montalto, head of capital markets 
research at Intellidex, said: "Today's report and 
its contradictory statements will do nothing to 
assuage increasing disquiet amongst investors 
about Moody's rating of South Africa." 

 
($1 = 14.0731 rand) 
(Reporting by Mfuneko Toyana and Alexander Winning 
Editing by Robin Pomeroy) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

South Africa's power shortages could 

cut 2019 GDP growth by 1.1 

percentage points  

17-Apr-2019  
PRETORIA, April 17 (Reuters) - South Africa's 

economic growth will shrink by at least 1.1 
percentage points in 2019 and there will be 
up to 125,000 job losses if nationwide 
electricity blackouts persist throughout the 

year, the central bank said on Wednesday. 

Ailing state utility Eskom switched out the lights 
across the country in February and March as low 
coal supplies, a severe cash crunch, and multiple 
failures at its ageing fleet of power stations 
throttled supply. 
The debt laden state firm began by cutting 

supply by 1,000 megawatts before ramping up 
to 4,000 MW, leaving households in the dark and 
businesses across mining, manufacturing and 
retail unable to operate. 
"Should these interruptions continue throughout 
2019, it is likely to reduce growth by 1.1 
percentage points," the Reserve bank said in its 

Monetary Policy Review publication, the second 
for the year.  
"Under these circumstances, employment is 
likely to be lower by an estimated 125,000 jobs, 
with around 48,000 jobs lost to the first shock 
and 77,000 to the second," the bank said, 
referring to the mining and manufacturing 

sectors. 
The review dimmed hopes for the economic 
rebound promised by President Cyril Ramaphosa 
and comes less than a month before national 
elections. 
In its February budget the National Treasury 
forecast gross domestic product (GDP) 

expanding at 1.5 percent from 0.8 percent 
growth in 2018. At its policy meeting in March 
the central bank pushed down its growth 
forecast to 1.3 percent.  

Bets of growth above 1 percent have helped the 
country cling on to its remaining investment 
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grade credit rating from Moody's. 

Earlier this month the public enterprise minister 

said the government would help Eskom keep the 
lights on and resort to so-called stage 1 
loadshedding – 1,000 MW of rolling blackouts – 
as a last resort.  
But Eskom, burdened by debt of around 450 
billion rand, said it needed more money in 

addition to the 69 billion rand bailout granted by 
the government, to keep the lights on. 
That raised fears it may drag down growth and 
prompt Moody's to downgrade the country's 
sovereign rating to junk.  
First quarter GDP data is only due in June, but 

indicators of private sector activity, business 
confidence, mining and manufacturing have 
already shown signs of a negative impact of the 

power cuts.  
 
(Reporting by Mfuneko Toyana; Editing by Susan 
Fenton and Emelia Sithole-Matarise) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Zambia 

Moody's Says Zambia's Credit Profile 

Constrained By High Debt Burden, 

Liquidity Risks And External 

Vulnerability  

18-Apr-2019  
April 18 (Reuters) - Moody's: 
Moody's says Zambia's credit profile 

constrained by high debt burden, liquidity 
risks and external vulnerability. 

Moody's says Zambia's debt metrics are 
expected to deteriorate further in 2019-20. 
Moody's says expect Zambia's debt burden will 
exceed 75% of GDP this year, from around 62% 
in 2017. 
Moody's says Zambia's foreign exchange 

reserves remain very low and on a weakening 
trend, reflecting large external debt service 

repayments. 
Moody's says Zambia's fiscal policy credibility is 
limited, diminished by a series of fiscal 
slippages. 

Moody's says expects Zambia's real GDP growth 
to remain subdued over the next few years and 
well below historical trends. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

EMERGING MARKET 
 

World Bank offers guide for new 

sovereign issuers  

18-Apr-2019  
By Christopher Spink 

LONDON, April 18 (IFR) - The World Bank has 

published a primer for low income developing 
countries on how to tap the international 
bond markets. 
The guide is targeted at sovereign debt 
managers in countries that are either first 
time or infrequent issuers and goes into the 
nuts and bolts of how to manage the process. 
The authors, Patrick van der Wansem, Lars 
Jessen and Diego Rivetti, pick up on the 
particular problem of managing investors’ 
perceptions of the credit after the initial 

issuance, highlighting the risks surrounding 
refinancing maturing bonds. 

“Risk could become acute when the initial wave 
of eurobonds reaches maturity, in particular in a 
situation where global interest rates revert to 
historical levels, and if coinciding with investors 

shying away from this market segment,” they 
said. 

Since 2004 a quarter of low income developing 
countries have only undertaken one transaction, 
and just under a half have done a maximum of 
three, the guide said. 
It outlines six steps from designing the strategy, 
selecting advisers and preparing documents to 
communicating with investors, issuing 

instruments and what happens post-issuance. 
“The note summarises many unwritten 
conventions,” said the authors. “It is important 
that an issuer is aware of any written and 
unwritten conventions through the process and 

how the roles and responsibilities are defined in 

each step.” 
The guide also emphasises the need for new 
issuers to be transparent and accountable during 
the process. 
“As there are large sums involved, not just in 
the financing itself, but also in related fees and 
expenses, banks often try to approach the 

minister of finance to close a mandate,” it said. 
“Best practice for a minister is keeping some 
distance from the banks, particularly during the 
pitching and selection phase.” 
The authors recommend appointing independent 
advisers to help select lead managers.  
“Having support from advisers could help these 

countries make better decisions. Also, rightly or 
wrongly, such advisers provide a layer of 
(political) protection to the policy makers 
involved in the process,” they said. 
The guide said advisers can help prevent 
pressure from lead managers to amend issue 

plans to meet investor demand, such as 
choosing a preferable currency, or higher 
issuance volume “to get higher revenue from 
fees”. Such advisers can help prevent conflicts of 
interest too. 
 
(This story will appear in the April 19 issue of IFR 
Magazine. Reporting by Christopher Spink) 
(( chris.spink@thomsonreuters.com ; +44 20 7542 
3814; Reuters Messaging: 

chris.spink.thomsonreuters.com@reuters.net )) 
05B 370 
(c) Copyright Thomson Reuters 2019. 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  34 

 

 
 

mailto:Publicdebtnet.dt@tesoro.it

