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ASIA 
  

China 

China's debt tops 300% of GDP, now 

15% of global total  

18-Jul-2019  
July 18 (Reuters) - A key gauge of China's debt 

has topped 300% of gross domestic product, 
according to the Institute of International 
Finance (IIF), as Beijing steps up support for 
the cooling economy while trying to contain 
financial risks. 

China's total corporate, household and 

government debt rose to 303% of GDP in the 
first quarter of 2019, from 297% in the same 
period a year earlier, the IIF said in a report this 

week which highlighted rising debt levels 
worldwide. 
The IIF is a private global financial industry 
association, based in Washington. 

"While authorities' efforts to curb shadow bank 
lending (particularly to smaller companies) have 
prompted a cutback in non-financial corporate 
debt, net borrowing in other sectors has brought 
China's total debt to over $40 trillion - some 
15% of all global debt," the report said.  
"Of note, onshore bond issuance suggests a big 

pickup in borrowing by local governments and 
banks this year." 
China's economic growth slowed to 6.2% in 

the second quarter, its weakest pace in at 
least 27 years, as demand at home and 
abroad faltered in the face of mounting U.S. 
trade pressure. 

To revive investment and protect jobs, Beijing 
has been encouraging banks to lend more, 
particularly to struggling smaller firms. It has 
also unveiled billions of dollars in tax cuts and 
infrastructure spending. 

In the first half of this year, local governments' 
total net bond issuance reached 2.1765 trillion 
yuan ($316.5 billion), the finance ministry said 
on Tuesday. 
Chinese officials have said repeatedly said debt 
risks are manageable overall. 

 
($1 = 6.8770 Chinese yuan) 
(Reporting by Asia Economics and Markets Desk; 
Editing by Richard Borsuk) 
(( kim.coghill@thomsonreuters.com ; +65 68703840) 
) 
(c) Copyright Thomson Reuters 2019.  
 
 

China's local governments issued net 

$202 bln in special bonds in H1  

19-Jul-2019  
BEIJING, July 19 (Reuters) - China's local 

mailto:Publicdebtnet.dt@tesoro.it


  

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

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

  3 

governments issued a net 1.39 trillion yuan 
($202.23 billion) in special bonds in the first 

half of the year, the finance ministry said on 
Friday. 

For June alone, net issuance of the bonds 
totaled 526.7 billion yuan, the ministry said in a 
statement on its website. 
Beijing has announced a quota of 2.15 trillion 
yuan for local governments to sell special bonds 

this year to fund infrastructure projects, as 
policymakers try to shore up the slowing 
economy.  
 
($1 = 6.8734 Chinese yuan renminbi) 
(Reporting by Beijing Monitoring Desk; Editing by Kim 
Coghill) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

How good or bad is the Budget decision 

to issue foreign currency debt?  

13-Jul-2019  

Raghuram Rajan 
In her Budget speech, finance minister 
Nirmala Sitharaman said that India would 
start borrowing in external markets in 

external currencies. This is a marked change 
from the past when India issued government 
bonds in rupees, and borrowed in foreign 
exchange only from official lenders like the 

World Bank. Two possible rationales in the 
speech are that, first, "India's sovereign external 
debt to GDP is among the lowest globally at less 
than 5%" and, second, this will "have [a] 

beneficial impact on [the] demand situation for 
the government securities in domestic market". 
The first is not really a rationale. India's 
sovereign external debt is low precisely 
because past policymakers worried about the 

risks of issuing in foreign currency. Indeed, 
Arun Jaitley wrote in the finance ministry's own 
status paper on public debt published in 
February 2018 that "Most of the debt is of 
domestic origin insulating the debt portfolio from 

currency risk. The limited external debt, almost 
entirely from official sources on concessional 
terms, provides safety from volatility in the 
international financial markets." 
The second rationale suggests the primary 
aim is to finance the public sector borrowing 

requirement. Optimistic budgetary projections 

and off-budget borrowing suggests this might 

yet be large despite the conservative stated 
deficit numbers. Yet even here the rationale is 
unclear. If the government wants to attract 
more foreign money to supplement domestic 
savings, it does not need to issue a sovereign 
bond, all it needs to do is to increase current 
ceilings on foreign portfolio investment into 

government rupee bonds. The effect is the same 
- more foreign inflows - but the government 
security is issued in rupees. 

Moreover, there seems to be some confusion 

over whether a foreign dollar issuance will 
reduce the amount of domestic government 
bonds the domestic market will have to absorb. 

The reality is that if the RBI sterilises the foreign 
exchange inflows (as some commentators 
advocate) by buying dollars and selling its 
holding o f government bonds, it will not reduce 

the domestic government bonds the market has 
to absorb an iota. So what is the real rationale 
for this adventurous move? 
Foreign bankers often meet finance ministry 
officials, trying to persuade India to issue a 

foreign bond. In my experience, they usually 
started by saying that such borrowing would be 

cheaper because dollar or yen interest rates are 
lower than rupee interest rates. This argument is 
bogus - usually the lower dollar interest rate is 
offset in the longer run by higher principal 
repayments as the rupee depreciates against the 
dollar. Moreover, times when the rupee 

depreciates significantly (such as during the 

Taper Tantrum) are times when India's image 
amongst international investors is bad, and the 
higher repayment requirement on dollar debt 
could lead to even greater market turmoil. For 
this reason, most countries issue government 
debt in foreign currency only when they are 
unable to issue in their own currency. 

The bankers then switched to arguing that this 
will bring a whole set of new investors from 
abroad into Indian government debt - investors 
who simply do not want to bother with the 
hassles of registration in India. We should worry 
about the nature of such investors. Might they 

be short term faddish investors, buying when 
India is "hot", and dumping us when it is not? 
Could the resulting volatility in India's debt 

traded on foreign exchanges then transmit to 
our domestic G-Sec market? Would the foreign 
tail wag the domestic dog? 
The bankers typically shifted arguments once 

again - this time to emphasise that foreign 
trading would enhance liquidity in government 
issuances. Perhaps, but if that trading were done 
in India (by encouraging those investors to buy 
and sell G-Secs in India), would not the liquidity 
of local trading increase yet more? Do we want 
stronger Indian markets or stronger foreign 

markets? Far better than issuing a foreign 
currency bond abroad (where we have 
absolutely no control over who invests) would be 
to relax our requirements for foreigners to 
register as foreign portfolio investors, or if we 
have absolutely no concern about who invests, 

eliminating these requirements entirely (in my 

view, a step whose time has still not come). 
The bankers had one last try. They argued that 
Indian government foreign issuances at different 
maturities would create a yield curve that would 
allow foreign issuances of Indian corporations to 
be more easily priced. It is hard to imagine 

though that Indian government issuances 
abroad would be liquid enough to create a useful 
yield curve - except for the current 10 year 
bond, most government issuances even in India 

mailto:Publicdebtnet.dt@tesoro.it
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are not traded enough to establish credible 

prices. And if so, the issuances by quasi-
sovereigns like SBI should give traders a pricing 
benchmark that is only modestly more 

inaccurate. 
The bankers were only doing their job - trying 
to earn underwriting fees for their banks. But 
the government has to keep India's safety and 
needs in mind when sifting through their 

proposals. 

A small issuance will likely not be problematic. 
The concern is that once the door is opened, the 
government will be tempted to issue more, 
much more, with attendant risks - after all, all 
addictions start small. There is, however, 
another reason to avoid foreign issuances. In the 
past, India has stated its desire to 

internationalise the rupee eventually - to make it 
a currency that other countries will use. The first 
step has been to make the rupee more attractive 
by bringing down domestic inflation. Now that 

we have done that, why not focus on making 
rupee assets more desirable and liquid? If rupee 

internationalisation is still the intent, why do we 
want to create unnecessary competition for 
rupee assets and Indian markets by 
denominating India's most sought-after financial 
asset, its government bond, in foreign currency? 
 
The writer is former Governor, RBI and Professor of 
Finance at University of Chicago 
For Reprint Rights: timescontent.com 

Copyright (c) 2019 BENNETT,COLEMAN & CO.LTD. 
©Thomson Reuters 2019. All rights reserved.  
 
 

India May Be Tempted To Issue More 

Foreign Debt Once “Door Opens" -- 

Raghuram Rajan  

15-Jul-2019  
By Dharam Dhutia 
NewsRise 
MUMBAI (Jul 15) -- India’s plans to issue 

sovereign bonds in overseas markets may 
have risks as the government may be tempted 
to issue more such debt once the “door is 

opened,” Raghuram Rajan, a former governor 
of the Reserve Bank of India, wrote in an 
article. 

“Moreover, there seems to be some confusion 
over whether a foreign dollar issuance will 
reduce the amount of domestic government 
bonds the domestic market will have to absorb. 
The reality is that if the RBI sterilizes the foreign 

exchange inflows (as some commentators 
advocate) by buying dollars and selling its 

holding of government bonds, it will not reduce 
the domestic government bonds the market has 
to absorb an iota,” Rajan wrote in the article 
published in The Times Of India on Jul. 13. 
Earlier this month, the government had said that 

it will raise debt from foreign markets even as it 
narrowed the fiscal deficit target to 3.3% of the 
gross domestic product for this fiscal year from 
an earlier interim target of 3.4%. 
India is aiming to raise around $10 billion 
from the first foreign bond sale, Finance 

Secretary Subhash Garg said. India aims for a 

gross borrowing of 7.10 trillion rupees from the 
domestic debt market in this financial year. 
Rajan said foreign banks generally try to 

persuade the government to issue a foreign 
bond. 
“In my experience, they usually started by 
saying that such borrowing would be cheaper 

because dollar or yen interest rates are lower 
than rupee interest rates. This argument is 
bogus -- usually the lower dollar interest rate is 
offset in the longer run by higher principal 
repayments as the rupee depreciates against the 
dollar. Moreover, times when the rupee 

depreciates significantly (such as during the 
Taper Tantrum) are times when India’s image 
amongst international investors is bad, and the 
higher repayment requirement on dollar debt 
could lead to even greater market turmoil,” he 
said. 
“For this reason, most countries issue 

government debt in foreign currency only when 
they are unable to issue in their own currency.” 
Rajan added that India stated its desire to 
internationalize the rupee eventually -- to make 
it a currency that other countries will use -- and 
the first step has been to make the currency 
more attractive by bringing down domestic 

inflation.  
“Now that we have done that, why not focus on 
making rupee assets more desirable and liquid? 
If rupee internationalization is still the intent, 
why do we want to create unnecessary 
competition for rupee assets and Indian markets 

by denominating India’s most sought-after 
financial asset, its government bond, in foreign 
currency?”  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Vipin Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds Gain On Likely Strong 

Demand At Weekly Auction   

19-Jul-2019  
By Siddhi Nayak 
NewsRise 

MUMBAI (Jul 19) -- Indian government bonds 

rose in early session, after falling for two 
days, as investors expect strong demand at 
the weekly auction today. 

The benchmark 7.26% bond maturing in 2029 
changed hands at 106.36 rupees, yielding 
6.36%, at 10:05 a.m. in Mumbai, against 
106.14 rupees and a 6.39% yield yesterday. The 

Indian rupee was at 68.79 to the dollar against 
68.95 at previous close. New Delhi will raise up 
to 170 billion rupees via a weekly auction today, 
which includes 60 billion rupees of the 
benchmark bond. 
“Most traders have booked profits over the past 
two sessions and the benchmark yield should 

mailto:Publicdebtnet.dt@tesoro.it
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now see strong resistance at around 6.40% till 

the auction,” a trader with a state-run bank said. 
“Sentiment continues to be bullish as most 
traders expect a rate cut in the August policy.” 

India’s Monetary Policy Committee’s next 
meeting is scheduled on Aug. 7. Bonds have 
priced in a fourth consecutive 25-basis-point-
rate cut as retail inflation has stayed below the 

central bank’s target for 11 straight months and 
as growth slowed to a five-year low. The MPC 
has already cut rates thrice by a total of 75 basis 
points since January. 
An expert panel on the Reserve Bank of 
India's economic capital framework has 
recommended transferring excess reserves 
from the central bank to the government in 

tranches spread over three to five years, an 
official said earlier this week, without 

disclosing the quantum. The panel's report will 
be shared with the central bank soon, the official 
had said.  

India’s south-west monsoon rains from Jul. 11 to 
Jul. 17 were 20% below normal at 52.8 
millimeters, reversing from 28% above normal 

rains in the prior week, according to a statement 
on the India Meteorological Department’s 
website. The weather department has forecast 
normal monsoon this year. 
Crude oil prices jumped amid rising tensions in 
the Middle East after the U.S. Navy destroyed an 

Iranian drone in the Strait of Hormuz. The 
benchmark Brent crude contract rose today, 
after falling 2.7% in the previous session. The 
contract was up 1.98% at $63.15 per barrel. 
India imports over 80% of its crude oil 
requirements. 
U.S. Treasury yields fell after New York Federal 

Reserve President John Williams hinted at a rate 
cut saying that the central bank’s wisest 

strategy would be to cut interest rates at the 
first sign of economic distress. Central bankers 
need to “act quickly” as economic growth slows, 
Williams said. The bets of a rate cut in July stood 
at 100%, of which 46% expect a 50 basis points 

rate cut, according to the CME FedWatch Tool. 
The Fed will meet on Jul. 30-31. 
The yield on the U.S. Treasury note fell to 
2.0230% yesterday, lowest since Jul. 8. It was 
at 2.0430% today. 
 
- 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.  
 
 

India Considering Issuing Overseas 

Sovereign Bonds In $1 Bln-$2 Bln 

Tranches 

19-Jul-2019  
By Mukesh Jagota 
NewsRise 
NEW DELHI (Jul 19) -- India is considering to 

issue sovereign bonds overseas in tranches of 

one billion dollar-two billion dollars, a senior 
government official said today. 

"Normally such bonds are issued in tranches of 
$1 billion. Some do issues of $2 billion. We will 

see what is best for us," the official, who didn’t 
wish to be identified, told NewsRise. The 
government will issue debt in markets where 
borrowing, hedging and other related costs are 
lowest, the official added. 

“The extent of hedge is still to be finalized, 
whether we will be fully hedged or partially. We 
will also look for other means to minimise the 
foreign exchange risk,” the official added. 
The federal budget for this financial year that 
started Apr. 1 has proposed raising part of 

government’s borrowing abroad that could be up 
to 10% of annual debt that New Delhi typically 
raises through bond issues. If the government 
follows though the proposal, it could raise up to 
$10 billion through overseas bonds.  
While India has shied away from raising cash 

through sovereign bond issues overseas for 

decades, several state-run companies flock to 
foreign markets to raise cash on their own.  
 
- By Mukesh Jagota; mukesh.jagota@newsrise.org; 
+91-11-66767700  
- Edited By Abhrajit Gangopadhyay 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Bank Indonesia - Indonesia’s External 

Debt Growth Decelerated   

15-Jul-2019  
Indonesia's external debt experienced slower 
growth with a healthy structure as of end-May 

2019. Indonesia's external debt at the end of 
May 2019 was recorded at USD386.1 billion, 
consisted of government and central bank debt 
of USD189.3 billion, as well as private debt 
(including state-owned enterprises) amounted to 
USD196.9 billion. Indonesia's external debt grew 

by 7.4% (yoy), slowing compared to the 
previous month's growth of 8.8% (yoy), 
primarily due to net repayments external debt 
and weakening of the rupiah against US dollar 
resulted in a less significant amount of rupiah 
debt in terms of US dollar. The slowdown of total 

external debt growth originated from private 
external debt, amid a remained low growth in 

government external debt.  
Government external debt growth remained 
low. The outstanding of government external 
debt at the end of May 2019 was USD186.3 
billion, recorded an increasing growth of 
3.9% (yoy) compared to 3.4% (yoy) in the 
previous month boosted by global bonds 

issuance. Despite the higher growth, the debt 

level went down from USD186.7 billion at the 
end of April 2019. The drop was induced by a 
USD0.5 billion fall from net repayments debt 

mailto:Publicdebtnet.dt@tesoro.it
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coupled with a USD1.5 billion reduction of 

foreign ownership in the Domestic Government 
Securities (SBN), triggered by more 
uncertainties in the global financial markets as 

trade tensioned escalated. Government external 
debt management is prioritized to finance 
development, dominated in productive sectors to 
promote growth as well as improving public 

welfare, among others, human health & social 
work activities sector (18.8% of government 
external debt), construction sector (16.4%), 
education sector (15.8%), public administration 
& defense sector (15.1%), and financial & 
insurance sector (14.3%).  
Private external debt growth slowed. Private 
external debt outstanding at the end of May 
2019 grew 11.3% (yoy), down from the 
previous month growth of 14.7% (yoy), 
mainly on account of declining debt in the 

financial and insurance sector. At the end of 
the reporting period, private external debt was 

dominated by the financial & insurance sector, 
manufacturing sector, electricity, gas, & water 

supply sector, and mining & drilling sector, with 
the share to total private external debt reached 
75.2%.  
Indonesia's external debt maintained a healthy 
structure. This condition was reflected in, among 
others, Indonesia's external debt ratio to Gross 
Domestic Product (GDP) as of end-May 2019 

that relatively stable at 36.1%, compared with 
conditions in the previous period. In addition, 
Indonesia's external debt structure remained 
dominated by long-term debt, accounted for 
87.3% of the total external debt. In order to 
maintain a healthy external debt structure, Bank 
Indonesia, in close coordination with the 

government, continues to monitor external debt 
by promoting the prudential principle application 

in its management. Furthermore, external debt's 
role will be optimized in supporting development 
financing without incurring the risks which may 
affect macroeconomic stability.  

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

Indonesia sees over $2 bln in savings 

from lower that expected 2019 fuel 

subsidy  

15-Jul-2019  
JAKARTA, July 15 (Reuters) -  
• Indonesian Energy Minister Ignasius 

Jonan told parliament on Monday the ministry 
expects to save more than 30 trillion rupiah 
($2.16 billion) in the subsidy budget this year, 

mainly due to decline in the liquefied 
petroleum gas (LPG) price  

• For 2019, the government has budgeted 
108.77 trillion rupiah of fuel subsidies, but on 
Monday, Jonan said the ministry estimated the 
full-year subsidy spending would reach 77.99 
trilion rupiah 
• Jonan on Monday asked the 

parliamentary commission overseeing the 

energy sector to open discussions on potentially 

adjusting prices of subsidised LPG and diesel 
next year due to changes in reference prices 
• LPG reference price from Aramco has 

"dropped significantly" to around $360 per tonne 
from around $500 per tonne last year, Jonan 
told parliament 
• Subsidy spending for 3-kilogram canister 

LPG is set for 75.22 trillion rupiah in the budget, 
but full-year spending is only projected at 44.16 
trillion rupiah 
• Subsidy spending for diesel fuel however 
is expected to be 30.62 trillion rupiah, compared 
to 29 trillion rupiah in the 2019 budget  

 
($1 = 13,915 rupiah) 
(Reporting by Wilda Asmarini 
Writing by Fransiska Nangoy) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Indonesia raises 22.05 trillion rupiah, 

above target  

16-Jul-2019  

JAKARTA, July 16 (Reuters) -  
• Indonesia raised 22.05 trillion rupiah 

($1.58 billion) in a bond auction on Tuesday, 
higher than the indicative target of 15 trillion 
rupiah, Finance Ministry's financing and risk 
management office said. 

• The weighted average yields of the 
bonds were lower than yields of comparable 

bonds on July 2. 
• Total incoming bids at Tuesday's auction 
were 53.14 trillion rupiah, lower than the 
previous auction. 

 
($1 = 13,935.0000 rupiah) 
(Reporting by Tabita Diela; Editing by Nick Macfie) 
(( tabita.diela@thomsonreuters.com ; 
+628561539032; )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Lebanon 

Saudi Arabia to support indebted 

Lebanon, say ex-PMs after meeting 

king  

15-Jul-2019   
BEIRUT, July 15 (Reuters) - Saudi Arabia is 

preparing to support Lebanon through its 
economic challenges, three Lebanese ex-
premiers indicated after meeting Saudi King 

Salman in Jeddah on Monday.  

After years of backsliding, heavily indebted 
Lebanon faces financial crisis without economic 
reforms to put public finances on a sustainable 
footing, its leaders say. Parliament is due to vote 
this week on a state budget that aims to slash 
the deficit. 

The International Monetary Fund has called for 
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"significant fiscal adjustment and structural 

reforms" and said deposit inflows into the 
country's banking sector had virtually stopped.  
Saudi Arabia was a historic backer of the 

Lebanese state and mainly Sunni allies in Beirut. 
But ties have been strained in recent years as 
heavily armed Shi'ite Hezbollah, backed by 
Riyadh's regional enemy Tehran and part of 

Lebanon's current coalition government, has 
grown in influence.  
In a shift away from its attempts to pressure 
Lebanon over Hezbollah's role, Saudi Arabia 
stopped warning its citizens against flying to 
Beirut this year. 

Former Lebanese premier Fouad Siniora said 
Monday's talks centered on resuming Saudi 
backing and were important in terms of 
economic support.  
A second ex-PM, Najib Mikati, said Riyadh would 
"extend a hand of support" and two countries 
were preparing to sign 20 deals. The third, 

Tammam Salam, said Riyadh showed "a desire 
to support Lebanon in this phase" through 
agreements which the two sides would soon 
ratify.  
Saudi Ambassador to Lebanon Walid Bukhari 
said the talks pointed to "a promising future" 
with stronger ties between the two sides. 

In January, the Saudi finance minister said the 
kingdom would support Lebanon "all the way" to 
protect its stability. The same day, Saudi 
Arabia's regional rival Qatar said it would buy 
$500 million in U.S. dollar bonds issued by 
Beirut to support the Lebanese economy.  

A Qatari government source said last month that 
Qatar had bought some Lebanese government 
bonds as part of the planned $500 million 
investment. 

 
(Reporting by Ellen Francis and Tom Perry in Beirut, 
Lisa Barrington and Maha el Dahan in Dubai 
Editing by Peter Graff and John Stonestreet) 
(( Ellen.Francis@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon's Hariri signals reservations 

over IMF proposals  

16-Jul-2019  
BEIRUT, July 16 (Reuters) - Prime Minister 

Saad al-Hariri on Tuesday signalled 

reservations about International Monetary 
Fund (IMF) proposals for Lebanon which he 
said included floating the Lebanese pound, 
which has been pegged at its current level for 
more than two decades. 

Hariri was speaking on the first day of a three-
day parliamentary session that is expected to 
approve a state budget that aims to slash the 
deficit, as a step towards putting Lebanese state 

finances on a sustainable path. 
Lebanon has one of the heaviest public debt 
burdens in the world. The state's main 
expenditures are the public sector wage bill, 
paying interest on its debt, and subsidising the 
loss-making state power company.  

The government aims to slash the deficit 

through measures including a 3% point increase 
in tax on interest and a plan to issue low-
interest treasury bonds. 

Hariri was responding to criticism from MP 
George Adwan of the Lebanese Forces (LF) Party 
who noted reservations expressed by a recent 
IMF mission to Lebanon.  
The IMF mission, in the concluding statement 
of an Article IV mission, said earlier this 
month that buying the proposed low-interest 
debt would worsen the central bank's balance 
sheet and undermine its credibility. 

It also said there should also not be any 
pressure on private banks to purchase the low-
interest debt. 
Addressing the plan to issue low interest bonds, 

Hariri said that he, the finance minister and the 
central bank had agreed "this matter would be 
conducted in a voluntary way by banks". 
"I know the IMF has some reservations, but also 

if we want to adopt everything the IMF does ... 
(well then it also) proposes that we leave the 

Lebanese pound to float, that it go up and down 
as it wants," said Hariri, asking whether this is 
what the Lebanese Forces wanted. 
The LF is part of his cabinet, but plans to abstain 
from voting for the budget, saying it does not go 
far enough with reforms. 
The IMF had also requested an increase of fuel 

excise in addition to an increase in VAT, Hariri 
said.  
"I want to say that we always negotiate with the 
IMF in a way where we work for the interest of 
Lebanon, the interest of the Lebanese pound," 
Hariri said. 
The IMF, in its statement, said Lebanon should 

adopt revenue measures that include raising 
value-added tax (VAT) and increasing fuel 

excises as well as efforts to increase tax 
compliance. 
It said the draft budget together with a plan to 
reform the power sector were "very welcome 

first steps on a long road". But it said the 2019 
budget deficit would likely be well above the 
government's target of 7.6% of gross domestic 
product (GDP).  
 
(Reporting by Laila Bassam; Writing by Tom Perry, 
Editing by William Maclean) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon needs public debt 

management plan  

18-Jul-2019  
BEIRUT, July 18 (Reuters) - Lebanon needs a 

plan to manage its huge public debt that 
offers a chance to "liberate the public budget 
from the burden of a deadly accumulation of 
debt and debt service", finance minister Ali 
Hassan Khalil said on Thursday. 

Khalil told parliament that such a plan would 
need to be discussed by stakeholders including 
the government, the central bank and 
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commercial banks.  

"This requires a dialogue by the government, 
between the government and (parliament), a 
dialogue in which the central bank participates 

and the banks participate. This matter has 
happened and is happening," he said. 
Khalil gave no details of any measures he hoped 
such a plan would include. 

He was speaking during a parliamentary debate 
on the 2019 state budget that aims to slash the 
deficit through measures that include revenue 
raising steps, spending cuts, and a plan to cut 
the cost of public debt servicing. 
The debate, which was scheduled to conclude 
on Thursday, was extended until Friday. The 

budget is expected to be approved by a 
majority of MPs. 
Khalil has previously said the government 
plans to shave some $660 million from the 
debt servicing costs through issuing low 
interest treasury bills. 

Speaking in parliament, Khalil said the 
government was "clearly committed" to reducing 
the public debt service cost by the amount set 
out in the draft budget. 

Lebanon's central bank governor has said he 
backs government efforts to cut public debt 
servicing costs in the 2019 budget but an 
agreement has yet to reached on how that will 
be done and nothing should be imposed on 
commercial banks. 

Lebanon's public debt-to-GDP ratio was 
expected to be 151% in 2019, Khalil said. 
Lebanon said earlier this year it was absolutely 
not proposing any restructuring of public debt 
and was committed to paying all maturing debt 
and interest payments on the predetermined 
dates. 

 
(Writing by Tom Perry; Editing by Toby Chopra) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Fitch Affirms Malaysia at 'A-'; Outlook 

Stable  

18-Jul-2019  
Fitch Ratings-Hong Kong-July 18: Fitch Ratings 

has affirmed Malaysia'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 
Malaysia's ratings balance strong and broad-
based medium-term growth with a diversified 
export base, against high public debt and 
some lagging structural factors, such as weak 

governance indicators relative to peers. The 

latter may gradually improve with ongoing 
government efforts to enhance transparency and 
address high-profile corruption cases. 
Fitch expects economic growth to slightly 

decelerate in the rest of this year as a result of a 

worsening external environment, but to hold up 
well at 4.4% in 2019 and 4.5% in 2020. 
Malaysia is a small open economy that is 

integrated into Asian supply chains, but it also 
has a well-diversified export base, which helps 
cushion the impact from a potential fall in 
demand in specific sectors. Global trade tensions 

are likely to have a detrimental effect on 
Malaysia's economy, as with many other 
countries, but this may be partially offset by 
near-term mitigating factors, such as trade 
diversion, in particular towards the electronics 
sector. 

Private consumption is likely to hold up well and 
public investment should pick up again in the 
next few years after the successful renegotiation 
of some big infrastructure projects, most 
prominently the East Coast Rail Link. However, 
the outlook for private investment is more 
uncertain. FDI inflows were strong in the past 

few quarters, but investors will continue to face 
both external trade and domestic political 
uncertainty. The Pakatan Harapan coalition took 
office in May 2018 with very high expectations. 
It has set a number of policy initiatives in 
motion, but holds only a small majority in 
parliament and has seen its previously high 

public approval rates fall significantly. 
Uncertainty about the timing and details of the 
succession of the 94-year old Prime Minister 
Mahathir Mohamad also continues to linger. 
A weak fiscal position relative to peers weighs on 
the credit profile. The government's repeal of 

the Goods and Services Tax (GST) and 
replacement with the Sales and Service Tax 
(SST) soon after it took power has undermined 
fiscal consolidation. The government aims to 

offset the revenue loss through measures to 
strengthen compliance, the introduction of a 
sugar tax and an increased stamp duty. Its fiscal 

deficit target for 2019 of 3.4% of GDP, which we 
believe will be met, includes a special dividend 
from Petroliam Nasional Berhad (PETRONAS, A-
/Stable). Political pressures and growth 
headwinds could motivate the government to 
increase its current spending, but we believe 
that if it does so, it would seek additional 

revenues or asset sales to contain the associated 
rises in the deficit and public debt. 
Fitch estimates general government debt to 
gradually decrease from 62.5% of GDP in 
2019 to 59.3% in 2021. The debt figures used 
by Fitch include officially reported "committed 
government guarantees" on loans, which are 
serviced by the government budget, and 
1MDB's net debt, equivalent at end-2018 to 

9.2% and 2.2% of GDP, respectively. The 
government guaranteed another 9.2% of GDP in 
loans it does not service. The greater clarity 
provided by the government last year on 
contingent liabilities negatively influenced the 
debt ratios, but this is partly offset by the 
improved fiscal transparency. Significant asset 

sales, as intended by the government, could 
result in a swifter decline in the debt stock than 
we forecast in our base case. 
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Progress in implementing reforms that 

institutionalise improved governance standards 
through stronger checks and balances, and 
greater transparency and accountability would 

strengthen Malaysia's business environment and 
credit profile. The World Bank's governance 
indicator is still low at the 61st percentile 
compared with the 'A' category median of 76th. 

An important change is that all public projects 
are now being tendered, which increases 
transparency, creates a level-playing field and 
should bring down project costs. Prosecution of 
high-profile cases may also help reduce 
corruption levels over time. 
Malaysia has been running annual current 
account surpluses for the past 20 years, and 
Fitch expects it to continue to do so in the 
next few years, even though the surplus is 

likely to narrow to below 2% of GDP. Foreign-
reserve buffers were USD102.7 billion (4.7 
months of current account payments) at end-

June 2019, while other external assets are also 
significant, including from sovereign wealth fund 

Khazanah. Malaysia is nonetheless relatively 
vulnerable to shifts in external investor 
sentiment, partly because of still-high foreign 
holdings of domestic government debt, although 
these have fallen to 21% from 33% three years 
ago. Moreover, short-term external debt is high 
relative to reserves, although a significant part 

of this constitutes intra-group borrowing 
between parent and subsidiary banks 
domestically and abroad, reflecting the open and 
regional nature of Malaysia's banking sector. 
Monetary policy is likely to remain supportive of 
economic activity, after Bank Negara Malaysia's 

(BNM) reduced its policy rate by 25bp to 3.0% 
last May, which seemed a pre-emptive response 

to increased external downside risk. Inflationary 
pressures are limited with headline inflation at 
0.2% in May 2019, still low due to the repeal of 
the GST and lower domestic fuel prices. Fitch 
expects another 25bp rate cut in 2020 on the 

back of continued external and domestic 
uncertainty. 
Banking sector fundamentals remain broadly 
stable. Elevated, but slightly declining household 
debt at 83% of GDP and property-sector 
weakness should be manageable for the sector, 
but present a downside risk in case of a major 

economic shock. The sector's healthy capital and 
liquidity buffers, as indicated by the common 
equity Tier 1 ratio of 13.4% and liquidity 
coverage ratio of 155% at end-May 2019, help 
to underpin its resilience in times of stress. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Malaysia a score 
equivalent to a rating of 'BBB+' on the Long-
Term Foreign-Currency (LT FC) IDR scale. 
In accordance with its rating criteria, Fitch's 
sovereign rating committee decided not to adopt 
the score indicated by the SRM as the starting 

point for its analysis because it considers it likely 
that the one-notch drop in the score to 'BBB+' 
since March 2018 will prove temporary. 
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, individually or 
collectively, could trigger positive rating action 
are: 
• Greater confidence in a sustained 

reduction in general government debt over the 
medium term. 
• An improvement in governance 
standards relative to peers, for instance through 
greater transparency and control of corruption. 
The main factors that could trigger negative 
rating action are: 

• Limited progress in debt reduction, for 
instance due to insufficient fiscal consolidation or 
further crystallisation of contingent liabilities. 
• A lack of improvement in governance 
standards 
KEY ASSUMPTIONS 
• The global economy and oil price 

perform broadly in line with Fitch's Global 
Economic Outlook (June 2019). Fitch forecasts 
Brent oil to average USD65 per barrel in 2019, 
USD62.5 in 2020 and USD60 in 2021. 
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 'A' 

Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'A-' 
Issue ratings on global sukuk trust certificates 
issued by Malaysia Sukuk Global Berhad 
affirmed at 'A-' 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 6796 
7234, Email: leslie.tan@thefitchgroup.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 

wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc.  
©Thomson Reuters 2019. All rights reserved. 
 
 

Thailand 

Fitch Revises Outlook on Thailand to 

Positive; Affirms at 'BBB+'  

19-Jul-2019  
Fitch Ratings-Hong Kong-July 18: Fitch 
Ratings has revised its Outlook on Thailand's 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR) to Positive from Stable and 
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affirmed the rating at 'BBB+'. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
The Outlook revision on Thailand's IDRs 
reflects increasing confidence that lingering 
political risks are unlikely to derail sound 

macroeconomic management. This is 
demonstrated by the sustained strength of 

external and public finances over the past 
several years, which has resulted in greater 
resilience to macroeconomic and financial 
shocks. A major political hurdle has been passed 
with the formation of a new civilian-led 
government following elections in March. 
Nevertheless, a degree of political uncertainty 

remains in the context of the stability of the new 
coalition government. 
Thailand's robust external position is a core 
credit strength, exemplified by the economy's 
insulation from recent bouts of global risk 

aversion toward emerging markets, when the 
country's financial markets continued to exhibit 

safe-haven characteristics. The Thai baht has 
been one of the strongest performing emerging-
market currencies against the US dollar in 2019, 
appreciating by over 4.5% as equity and debt 
inflows have increased, particularly in June. 
Fitch forecasts external finances to remain 
robust. We expect the current account surplus 

to remain high relative to peers at 5.6% of 
GDP in 2019 and 4.9% in 2020, supported by 
tourism inflows and a goods surplus, despite 

slowing exports. Fitch estimates that the large 
current account surplus along with portfolio 
inflows will facilitate an increase in official 
reserves to about USD216 billion (7.9 months 
external payments coverage) at end-2019, from 

USD205.6 billion at end-2018. Thailand's net 

external creditor position of 43% of GDP in 
2019, under Fitch's forecast, would be well 
above the 'BBB' median net debtor position of 
7.0% of GDP and the 'A' median net creditor 
position of 9.7% of GDP. 
Fiscal management remains sound, supported 

by a record of prudent policies and the Fiscal 
Responsibility Act (FRA) enacted in April 2018. 
We forecast general government debt-to-GDP to 
rise to 40.7% by the fiscal year ending-
September 2023 (FY23), from 36.3% in FY18, 
as the government uses its fiscal space to boost 
infrastructure investment, before trending 

downward thereafter. Much of the infrastructure 
financing is undertaken through direct 
government borrowing outside of the budget, 
but is done transparently and is subject to 

cabinet approval and limits under the FRA. 
Fiscal deficits remain low relative to peers. 
We forecast a general government deficit (on 

a government finance statistics basis) of 
0.2% of GDP in FY19 from a surplus of 0.1% 

in FY18. Approval of the FY20 budget has been 
delayed by three months, but we expect the 
deficit to rise to 0.4% of GDP as the government 
is likely to step up transfers to low-income 
households and infrastructure spending rises. 
Completion of the first general elections held 

since the 2014 military coup help ease political 

uncertainty. Moreover, the composition of the 
new government supports policy continuity. 
Fitch expects continued implementation of the 

economic plan under the 20-year national 
strategy and the focus on development of the 
Eastern Economic Corridor (EEC). The broad 
policy contours and sustained infrastructure 

investment should be supportive of near- and 
medium-term growth prospects. However, the 
stability of the new coalition government under 
Prime Minister Prayuth Chan-o-cha, with its 
disparate 19 parties led by the Palang 
Pracharath party, is uncertain and its ability to 

implement its policy agenda could be 
constrained by its thin majority. Protracted 
negotiations over the formation of the new 
government have already led to a three-month 
delay in the budget process and the approval of 
new infrastructure projects. 
The 'BBB+' IDR also reflects the following key 

rating drivers: 
Fitch forecasts growth to slow, as with other 
trade-dependent countries in the region. We 
expect GDP growth in Thailand's economy to 
ease to 3.3% in 2019 from 4.1% the previous 
year, due to external pressures, despite the 
relative resilience of domestic demand. 

Merchandise export values contracted by 2.7% 
yoy through May 2019 and Fitch forecasts full-
year export growth to remain flat. We expect 
investment to moderate slightly in 2019 due to 
approval delays of new infrastructure projects 
and lower investment by export-oriented firms. 

Consumption is likely to receive some support 
from government transfers to low income 
households, but may be constrained by high 
household debt levels. 
Fitch forecasts growth to rise to 3.5% in 2020 
as the drag from declining exports subsides. 
Investment should accelerate in 2020 as 
public investment ramps up and helps to 

crowd in private investment. A further 

escalation in the US-China trade war is a 
downside risk for the economic outlook, but 
could be somewhat offset by gains from trade 
diversion and investment flows away from 
China. 
We expect the Bank of Thailand (BoT) to keep 
rates on hold at 1.75% during 2019, taking into 

account its focus on financial stability, in the 
context of low inflation and slowing growth. The 
divergence of the BoT's monetary policy stance 
compared with other global central banks has 
contributed to a broad appreciation of the baht. 
The baht's strength relative to regional peers 

could weigh on Thailand's export 
competitiveness, but it is unclear that this has 
manifested itself yet, with recent export declines 
broadly in line with peers. The BoT has voiced 
concerns about the strength of the currency and 
in July took steps to reduce short-term flows, 
such as a lower ceiling on non-resident local 

currency accounts for securities and greater 
non-resident reporting requirements on holdings 
of debt securities. 
Medium-term growth prospects are dampened 
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by structural challenges from an ageing 

population. The government's economic agenda 
and the EEC have the potential to boost 
productivity by improving infrastructure and 

incentivising foreign investment. Foreign direct 
investment has been resilient over the past 
several years and new FDI applications jumped 
sharply in 1Q19. However, it remains to be seen 

whether Thailand can address risks of a middle 
income trap associated with ageing 
demographics and human capital constraints. 
Fitch believes financial sector risks are well 
contained, but there are pockets of vulnerability. 
Household debt as a share of GDP has begun 

ticking up after a couple years of moderate 
declines, reaching 78.7% in 1Q19, due to rising 
mortgage and auto loan credit. Debt ratios as a 
share of income have risen steadily, posing risks 
for debt servicing if economic growth slows 
sharply or interest rates rise rapidly. However, 
banks are well-capitalised and have sound 

liquidity, providing a buffer against potential 
shocks, particularly for low income households. 
The BoT tightened its loan-to-value ratio 
measures for mortgages on 1 April 2019. 
Weak structural factors relative to 'BBB' and 'A' 
rated peers constrain Thailand's rating. 
Thailand's World Bank Governance score stands 

at the 44th percentile, compared with the 'BBB' 
median in the 58th percentile. GDP per capita of 
USD8, 059 in 2019 is below the 'BBB' median of 
USD11,595 and 'A' median of USD22,914. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Thailand a score 
equivalent to a rating of 'BBB+' on the Long-
Term Foreign-Currency IDR scale. 
Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 

• External Finances: +1 notch, to reflect 
strengths in Thailand's external finances not 
captured in the SRM, including its large net 
creditor position and strong external liquidity. 
• Structural Features: -1 notch, to reflect 
residual, albeit declining, uncertainty in 
Thailand's political environment even after the 

completion of recent elections. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a Long-Term Foreign-

Currency IDR. Fitch's QO is a forward-looking 
qualitative framework designed to allow for 

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

The main factors that could, individually or 
collectively, lead to an upgrade are: 
• The avoidance of disruptions to the 
macroeconomic policy framework through the 
maintenance of political stability. 

• A continuation of resilient growth 

performance without the emergence of 
imbalances. 
The main factors that could, individually or 

collectively, lead to a negative rating action: 
 
• Renewed political disruption on a scale 
sufficient to have a negative effect on Thailand's 

economy. 
• A significant and sustained rise in 
Thailand's government debt ratios; for example, 
due to fiscal deterioration or a materialisation of 
contingent liabilities on the sovereign balance 
sheet. 

KEY ASSUMPTIONS 
The global economy performs in line with Fitch's 
Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'BBB+'; Outlook Revised to Positive from Stable 
Long-Term Local-Currency IDR affirmed at 

'BBB+'; Outlook Revised to Positive from Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F1' 
Short-Term Local-Currency IDR affirmed at 'F1' 
Country Ceiling affirmed at 'A-' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'BBB+' 

Issue ratings on short-term senior unsecured 
foreign-currency bonds affirmed at 'F1' 
 
Media Relations: Yee Man Ko, Hong Kong, Tel: +852 
2263 9953, Email: alanis.ko@thefitchgroup.com; Wai-
Lun Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc 
©Thomson Reuters 2019. All rights reserved. 
 
 

United Arab Emirates-Sharjah 

Moody's Says Changes Sharjah's Rating 

Outlook To Negative, Affirms A3 Rating  

18-Jul-2019  

July 18 (Reuters) - Moody's Investors Service: 

Moody's says changes Sharjah's rating 
outlook to negative, affirms A3 rating. 

Moody's says Sharjah's negative outlook reflects 
government's deteriorating fiscal position. 
Moody's says expects Sharjah government's 
deteriorating fiscal positionto continue unless 

significant consolidation measures are taken. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Albania 

Albania sells 2.6 bln leks (20.9 mln 
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euro) of 5-yr T-notes  

15-Jul-2019  
TIRANA (Albania), July 15 (SeeNews) – 
Albania's finance ministry said on Monday it 
sold 2.56 billion leks ($23.5 million/20.9 
million euro) worth of five-year fixed-rate 
Treasury notes, below its 3 billion leks plan. 

The issue carries a coupon of 4.2%, unchanged 
from the last auction of five-year fixed-rate T-

notes held in May, according to figures published 
on the website of the finance ministry. 
 
(1 euro = 121.299 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bulgaria 

Bulgaria raises 2019 fiscal shortfall 

over F-16 aircraft purchase  

15-Jul-2019  
• Bulgaria's fiscal deficit will jump to 
2.1% of GDP from 0.5% 
• Sofia buying eight F-16 fighter jets 
worth $1.26 billion  
• New target will not breach EU deficit 
rules 
Adds fiscal shortfall forecast at 2.1 percent of 
GDP 

By Tsvetelia Tsolova 
SOFIA, July 15 (Reuters) - Bulgaria's fiscal 

deficit will jump to 2.1% of economic output 

this year as the Balkan country prepares to 
finance the purchase of eight new F-16 fighter 
jets from the United States, its biggest 
military deal in decades, the government said 
on Monday. 

Bulgaria had initially targeted a 2019 deficit of 
0.5%, but that has changed now it plans to pay 
for the $1.26 billion war planes in full this year - 
which it says can afford thanks to a healthy 

economic outlook and budget performance.  
The decision is pending parliament approval.  
"The government has approved changes in the 
state budget for 2019 in relation to the 
acquisition of new fighter jets that are of 
extreme importance for the national security, 

NATO collective defence and the EU defence and 
security policy," the government said in a 
statement.  
The payment on Bulgaria's biggest military 
procurement since the fall of communism will 
increase the state budget's deficit to 2.2 
billion levs ($1.27 billion) and the total 
consolidated fiscal shortfall to 2.4 billion levs 
or 2.1% of GDP, a draft of the proposed 
budget changes showed.  

The new deficit target will not breach the 
European Union's threshold on fiscal shortfalls - 
3% of gross domestic product - and is unlikely 
to be an obstacle to Bulgaria's plans to join the 
euro zone's "waiting room" this year. 
Bulgaria will issue state bonds on the local 
market and use the hefty fiscal reserves it keeps 

under its currency board regime, which pegs its 

lev to the euro, to finance the purchase.  

Sofia sees the deficit's jump this year as one-off 
and plans to balance its budget in 2020. It sees 
economic growth at 3.4 percent this year and 

3.3 percent in 2020.  
Because of the fighter jets deal, NATO member 
Bulgaria will delay its plans to buy new military 
ships and armoured vehicles for next year. 

In April, Italy's Fincantieri, German shipyard 
Luerssen and Bulgaria's MTG Dolphin submitted 
bids in a 984 million levs tender to build two 
patrol ships for the Bulgarian navy. 
Deputy Defence Minister Atanas Zapryanov told 
reporters he hoped that a deal to buy new ships 

will be sealed by the end of the year with 
payments planned to start next year. 
 
($1 = 1.7340 leva) 
(Reporting by Tsvetelia Tsolova; Editing by Angus 
MacSwan, Larry King, Andrew Cawthorne) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Bulgaria's current account surplus up 

to 1.8% of GDP through May  

19-Jul-2019  
SOFIA, July 19 (Reuters) - Bulgaria posted a 

current account surplus of 1.8% of gross 
domestic product in the first five months, 
compared with a deficit of 0.1% in the same 
period a year earlier, central bank data 

showed on Friday. 

For May alone the surplus stood at 328.6 million 
euros ($369.71 million), compared with a deficit 
of 2.9 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, 

fell by 55.9 million euros in the first five months 
of the year. 
The finance ministry sees the current account 
posting a surplus of 2.6% 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% of GDP.  

 
($1 = 0.8888 euros) 
(Reporting by Angel Krasimirov, editing by Tsvetelia 
Tsolova) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lithuania 

DBRS Upgrades Republic of Lithuania 

to A, Stable Trend  

12-Jul-2019 22:06:02  
DBRS Ratings GmbH (DBRS) upgraded the 
Republic of Lithuania's Long-Term Foreign 
and Local Currency - Issuer Ratings from A 

(low) to A, and maintained the Stable trend. 

At the same time, DBRS confirmed the Republic 
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of Lithuania's Short-Term Foreign and Local 

Currency - Issuer Ratings at R-1 (low) with a 
Stable trend.  
KEY RATING CONSIDERATIONS  
The upgrade reflects improved credit 
fundamentals. In particular, the key drivers 
for the upgrade include the strong investment 
dynamic that raises growth potential, and the 
accumulated improvement in Lithuania's 

public finances. GDP growth is again expected 

to reach over 3% this year, with a strong 
contribution from domestic demand, according 
to Bank of Lithuania forecasts. Investment 
growth is likely to average over 5% pa in 2018-
2020 as business investment has increased 
production capacity and improved firms' 
competitiveness; the construction sector has 

expanded; and EU funds' uptake increased. This 
investment will improve Lithuania's growth 
potential and is already contributing to exports 
being more resilient against the global trade 

slowdown. The 2018 and 2019 tax and pension 
reforms are a step towards addressing the 

country's structural challenges including the high 
labour tax wedge and income inequalities. 
Moreover, Lithuania has run fiscal surpluses 
since 2015 and the debt-to-GDP ratio is 
moderate. Improvements in DBRS's building 
blocks of "Fiscal Management and Policy", "Debt 
and Liquidity" and "Economic Structure and 

Performance" were the key factors for the rating 
upgrade.  
The A ratings are underpinned by Lithuania's 
sound fiscal position and its low public debt 

ratio. DBRS views Lithuanian membership of the 
OECD last year as a credit strength; meeting 
OECD standards and benchmarks, for example, 

underpin sound governance. Euro system 
membership since 1st January 2015 is another 

key credit strength. Progress with the reform 
agenda, including measures that reduce the tax 
burden on low income earners and narrow the 
employers' tax wedge, as well as efforts to 
improve tax compliance, further support the 

ratings. Credit challenges relate to structural 
factors including income inequality; the need for 
further productivity improvements; a still low 
investment rate; the declining and ageing 
population; and economic informality. RATING 
DRIVERS  
Factors for positive rating action include: (1) 

measures to improve Lithuania's long-term fiscal 
sustainability (2) active government policies to 
raise the supply of skilled workers. Negative 
rating drivers include: (1) a return of significant 
macroeconomic imbalances, particularly if 

accompanied by high credit growth or private 

sector dis-savings or (2) a material deterioration 
in the public debt metrics.  
RATING RATIONALE  
A Good Fiscal Management Track Record 
Lithuania has since 2014 had primary 
surpluses and lower debt servicing costs. This 
was underpinned by expenditure ceilings and 
an independent fiscal council - the fiscal 
framework allows for effective counter-

cyclical policy. As a euro system member, 

Lithuania also benefits from the European 

Commission's (EC) economic governance and 
fiscal frameworks. The general government 
budget position remained in surplus in 2018, 

0.7% of GDP compared with 0.5% in 2017 and 
is forecast by the authorities to remain in 
surplus at 0.4% this year. The surplus position is 
narrowing related to the 2018 and 2019 reform 

package. Robust economic growth and higher 
revenues have allowed the government to 
increase spending while maintaining a surplus 
position. The 2018 and 2019 tax and pension 
reforms are a step towards addressing the 
country's structural challenges, including the 

high labour tax wedge and income inequalities. 
At the Same Time, An Ageing Population and 
Other Factors Weigh on Lithuania's Fiscal 
Position  
Lithuania has one of the fastest ageing 
populations in the European Union (EU). To 
illustrate the demographic challenge, the old-age 

dependency ratio (15-64) is expected to rise to 
63.9% in 2060 from 29% in 2016 according the 
European Commission. To help combat the 
challenge, the government implemented a 
reform in 2012 that gradually increases the 
retirement age for both men and women to 
reach 65 years in 2026, from 63.5 years for men 

and 62 years for women in 2017. Another key 
government challenge is fighting tax evasion 
from Lithuania's informal economy, measured as 
one of the largest relative to the size of its 
economy among EU countries. The practice of 
under reporting business income and of 

unreported envelope wages remains pervasive 
and obstructs a more efficient allocation of 
resources. Statistics Lithuania published official 
estimates of the non-observed economy at 14% 

of GDP in 2016. According to the IMF, when 
comparing revenues with the economy's tax 
capacity, Lithuania's tax collection level is 

estimated at 61% against 77% for central 
European economies in 2014.  
Public Debt Vulnerabilities to External Shocks 
are Mitigated by a Low Public Debt Ratio and 
Strong Debt Management With its small and 
open economy, Lithuania's public debt ratio, 
albeit currently low, is vulnerable to external 

shocks. Following the global financial crisis, the 
debt-to-GDP ratio rose to 36.2% in 2010 from 

14.6% in 2008. However, Lithuania still has one 
of the lowest debt ratios among European 
countries, at 34.2% in 2018 compared with the 
Euro Area average of 85.1%. The debt ratio is 
expected to rise to 37.0% this year, due to 
planned pre-financing of 2020 bond 

redemptions, declining to 36.2% of GDP in 

2020. With just EUR 109 million of short-term 
central government debt at end-April 2019, the 
government applies a conservative debt 
management strategy of extending debt 
duration in a low yield environment. The 
weighted-average term to maturity of central 

government debt was 6.7 years at end-April 
2019. Almost all central government foreign 
debt is fixed rate and all the debt is in euros. 
Several debt controls are in place, including 
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limits for municipalities' borrowing and debt, 

while the Social Security Funds (Sodra) can only 
borrow with the permission of the Ministry of 
Finance. During the crisis, net capital outflows 

occurred, and as internal demand contracted 
while maintaining the peg to the euro, internal 
devaluation improved competitiveness, thereby 
rebalancing the economy. The current account 

deficit as a share of GDP peaked at 15% in 
2007, but swiftly narrowed due to the internal 
devaluation. In 2018, the Bank of Lithuania 
published a current account surplus of 1.6% of 
GDP and forecasts a surplus of 0.2% this year 
and a small deficit of 0.7% next year. From a 

stock perspective, a net international investment 
liability position of 28% of GDP was recorded at 
end-March 2019. The Lithuanian Economy is 
Benefitting from Improving Net Migration, but 
Competitiveness Could Start to be Hampered by 
High Wage Growth Although the Comparative 
Wage Base Level is Favorable After annual 

average GDP growth of just over 2.0% in 2015-
16, growth advanced in 2017 to 4.1% and 3.5% 
last year. Recovering EU funds and high capacity 
utilization are providing support to investment 
growth. In addition, high wage growth underpins 
private consumption growth, and Lithuania's 
elevated inflation rate has slowed as the effects 

of excise duty hikes in 2017 fade. The country 
will remain a net beneficiary of EU structural 
funds, with planned EU net inflows of 4.2% of 
GDP in 2017, rising to 5.4% in 2020. The 
Central Bank forecasts growth of 3.2% and 
2.5% this year and next year, respectively. The 

likely shrunken EU budget for Lithuania in 
2021-2027 could have negative implications 
for Lithuania's economic development, but 
over time Lithuania will adjust to become 
more self-reliant with respect to 
infrastructure-type project funding.  

Wage growth is highly linked to policy changes 
such as the higher minimum wage and to skills 
shortages, despite an improving net migration 
balance. Income per capita adjusted for 

purchasing power parity is still only slightly 
above two-thirds of the euro area average. 
Future improvement is partially contingent on 
productivity gains.  
Risks to Financial Stability Appear Contained 
Most of the Lithuanian banking sector is foreign-

owned, therefore, spill overs from vulnerabilities 
in parent banks is a persistent risk. That said, 
the financial sector is well capitalized and highly 
liquid. Nordic-Baltic cooperation is also being 
strengthened. While mortgage growth is high, at 
an annual growth rate of 9.0%% as of May 

2019, DBRS views the credit recovery consistent 

with extended catch-up following the significant 
crisis-related de-leveraging. The loan-to-deposit 
ratio has more than halved from 200% before 
the crisis. Moreover, private sector debt is 
relatively low. The debt-to-GDP ratio of non-
financial corporations amounted to 42.26% and 
the household debt-to-GDP ratio was 22.79% in 

Q1 2019. The Bank of Lithuania has a 
countercyclical capital buffer (CCyB) of 1% in 
place in a period described as moderate 

systemic risk and among other factors credit and 

real estate market activity is high.  
Notwithstanding the Stable Political 
Environment, Unexpected Geopolitical Shifts in 

Europe Could Pose Significant Risks Presidential 
elections in May delivered a changed leadership, 
as Dalia Grybauskaitė's presidency since 2009, 
was term limited. Her successor Gitanas 

Nauseda is expected to maintain policy 
continuity. DBRS is of the view that EU and 
NATO membership are likely to provide a 
broadly stable political environment for 
Lithuania, but unexpected geopolitical shifts in 
Europe could pose significant risks. Successive 

multi-party government coalitions have helped 
to promote stable policies and institutions. There 
are 141 seats in Lithuania's unicameral 
legislature (Seimas) with a multi-party system. 
Usually no single party wins an outright 
majority, so coalitions are needed. Since 
independence in 1990, Seimas has had 16 prime 

ministers from six different political parties. 
Since the 2016 election, Seimas has included 
politicians representing six factions and a mixed 
group of five independents. After having only 
three seats during the previous four years, 
Farmers and Greens Union managed to obtain 
56 seats in the last election, mostly because of 

the Liberal Movement's corruption scandal. 
RATING COMMITTEE SUMMARY  
The DBRS Sovereign Scorecard generates a 
result in the A (high) - A (low) range. The main 
points discussed during the Rating Committee 
included public debt finances, economic 

performance, socio-political factors and the 
country's resilience to future economic shocks. 
KEY INDICATORS  
Fiscal Balance (% GDP): 0.7 (2018); 0.4 

(2019F); 0.2 (2020F) Gross Debt (% GDP): 34.2 
(2018); 37.0 (2019F); 36.2 (2020F) Nominal 
GDP (EUR billions): 45.1 (2018); 47.8 (2019F); 

50.2 (2020F) GDP per Capita (EUR): 16,119 
(2018); 17,172 (2019F); 18,175 (2020F) Real 
GDP growth (%): 3.5 (2018); 3.2 (2019F); 2.5 
(2020F) Consumer Price Inflation (%): 2.5 
(2018); 2.4 (2019F); 2.3 (2020F) Domestic 
Credit (% GDP): 112.7 (2018) Current Account 
(% GDP): 1.6 (2018); 0.2 (2019F); -0.7 

(2020F) International Investment Position (% 
GDP): -29.5 (2018); -28.0 (Mar-2019) Gross 
External Debt (% GDP): 78.4 (2018); 74.1 
(Mar-2019) Governance Indicator (percentile 
rank): 80.3 (2017) Human Development Index: 
0.86 (2017) EURO AREA RISK CATEGORY: LOW  

Notes:  
All figures are in euro (EUR) unless otherwise 

noted. Public finance statistics reported on a 
general government basis unless specified. 
Fiscal Balance (Ministry of Finance), Gross Debt 
(Ministry of Finance), Nominal GDP (EC), GDP 
per Capita (EC), Real GDP Growth (Bank of 

Lithuania), Inflation (Bank of Lithuania), Current 
Account (Bank of Lithuania), International 
Investment Position (EC), Gross External Debt 
(Bank of Lithuania, Lithuania Department of 
Statistics), Governance indicator represents an 
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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. The principal applicable 
methodology is Rating Sovereign Governments, 
which can be found on the DBRS website. The 

principal applicable rating policies are 
Commercial Paper and Short-Term Debt, and 
Short-Term and Long-Term Rating Relationships, 
which can be found on our website at The 
sources of information used for this rating 
include Ministry of Finance, International 

Monetary Fund, OECD, European Commission, 
United Nations Development Program (UNDP), 
Haver Analytics, Eurostat, World Bank, Bank of 
Lithuania, Stockholm School of Economics in 
Riga, Lithuania Department of Statistics, 
European Central Bank.  DBRS considers the 
information available to it for the purposes of 

providing this rating to be of satisfactory quality. 
This is an unsolicited rating. This credit rating 
was not initiated at the request of the issuer.  
This rating included participation by the rated 
entity or any related third party. DBRS had no 
access to relevant internal documents for the 
rated entity or a related third party.  

 
© DBRS Limited and DBRS, Inc. (collectively, DBRS).  
©Thomson Reuters 2019. All rights reserved. 
 
 

Malta 

Fitch Revises Malta's Outlook to 

Positive; Affirms at 'A+'  

12-Jul-2019 22:02:51  
Fitch Ratings-Frankfurt/London-July 12: Fitch 

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

affirmed the IDR at 'A+'. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The revision of the Outlook reflects the following 
key rating drivers and their relative weights: 
High 
Fitch expects high economic growth in Malta 

to be sustained in the medium term, and 
estimates potential growth at around 4%. 
With GDP growth of 6.7% in 2018, Malta was 
the fastest growing economy in the EU. Fitch 
forecasts GDP growth will remain robust at 5.5% 

in 2019 and 4.8% in 2020. Malta has raised its 
GDP per capita from 57% of the EU average in 
2008 (at market prices) to 83% in 2018. 

Malta ran a general government surplus of 2.0% 
of GDP in 2018 (current 'A' median of -0.8%). 
This was above the government and Fitch's 
previous estimate of 1.1% of GDP, albeit lower 
than 2017 (3.4%). Fitch expects a surplus of 
0.9% of GDP in 2019, slightly increasing to 

1.0% in 2020 and 1.1% in 2021. This factors in 
revenue from the Individual Investor Program 

(IIP) declining from 1.5% in 2018 to 0.5% in 

2020-21. 
Fitch expects the recent track record of falling 
public debt/GDP will be maintained. Persistent 

primary surpluses and robust nominal GDP 
growth have underpinned a fall in gross general 
government debt (GGGD)/GDP to 46.0% at end-
2018 from a peak of 70.2% in 2011. GGGD/GDP 

is forecast to fall to 43.3% in 2019 and 40.3% in 
2020, placing it below the 'A' historical median 
of 42.6%. Government guarantees at 8.5% in 
1Q19 are relatively large, but on a downward 
trend. 
The 'A+' IDR also reflects the following key 

rating drivers: 
Malta's ratings are supported by euro area 
membership and institutional strengths stronger 
than the majority of 'A' rated peers. Malta 
outperforms the 'A' median on the World Bank 
human development and governance indicators, 
although its scores on the 'voice and 

accountability' and 'control of corruption' 
subcomponents have been slipping in recent 
years. Ease of doing business significantly 
underperforms the 'A' median, ranking only at 
the 56th percentile of sovereigns on the World 
Bank index, although greater infrastructure 
investment is alleviating some bottlenecks. 

The external sector is stronger than the majority 
of 'A' peers, but Malta's highly open and small 
economy leaves it vulnerable to external shocks. 
Despite the slowdown in the eurozone, Malta's 
current account remains strong at 9.8% of GDP. 
Fitch expects a slight narrowing of the current 

account surplus to 9.5% and 8.9% of GDP in 
2019 and 2020, respectively. 
The large number of special purpose entities 
(SPEs) and multinationals in the financial and 

insurance activities contributes to the highly 
distorted net FDI flows, which were reported as 
79.3% of GDP in 2018. Malta has one of the 

largest net international investment positions in 
the EU at 60.3% at end-2018, and is expected 
to continue increasing in the coming years. 
Malta's domestic banking sector is large, with 
assets of 194% of GDP in March 2019. The 
cleaning of banks' balance sheets is continuing 
with the share of non-performing loans down to 

3.3% of total loans in 1Q19 from a peak of 7.3% 
in 1Q15. Credit growth to resident households 
(9.2% yoy in May 2019) remains broadly in line 
with its historical average. Real estate prices are 
aligned with fundamentals according to the 
European Commission, showing no signs of 

potential overheating. 
The IMF published its Financial System 
Stability Assessment in February 2019 
highlighting supervisory shortcomings and the 
need for Malta to improve its anti-money 

laundering framework. Supervisory resources 
at both the Financial Intelligence Analysis Unit 
and Malta Financial Services Authority (MFSA) 
seem to be increasing, with budget and hiring 

staff being prioritised. This seems to have 
resulted in a surge in administrative penalties 
being enforced, from approximately EUR60,000 
in 2016 to EUR3.7 million in 1H19. A small 
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Maltese bank, Pilatus Bank, had its banking 

license revoked by the ECB and the MFSA in 
November 2018 following investigations by US 
authorities into sanctions breaches by the bank's 

chairman. Another small bank, Satabank, has 
recently been fined EUR3 million, after the 
regulators froze all its funds and appointed EY to 
administer its assets. 

Domestic demand will drive real GDP growth, 
fuelled by strong labour market dynamics. 
Modest wage growth will bolster disposable 
incomes and support resilience in household 
consumption growth, with few signs of 
overheating in the economy. Investment activity 

is forecast to remain high, supported by the 
absorption of EU structural funds. 
Existing labour and skills shortages could 
hamper potential growth. Relatively high school 
dropout rates contribute to Malta's large 
proportion of low-skilled population. The gender 
employment gap (22.3pp in 2018) remains 

almost double the EU average (11.5pp), despite 
having diminished considerably since 2001. If 
not addressed, these could contribute to a future 
slowdown in labour productivity and to a loss of 
competitiveness. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Malta a score 
equivalent to a rating of 'AA' 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: 
• Macro: -1 notch, to reflect the 
expectation that Malta's growth will slow from 
the current cyclically high rates that are feeding 

into the SRM. 
• External Finances: -1 notch, to reflect 
the small and highly open nature of the Maltese 

economy, which makes it vulnerable to external 
shocks, and the large size of recorded FDI 
inflows together with a high ratio of debt-to-
equity, which flatter external financing metrics. 
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. 
KEY ASSUMPTIONS 

• Fitch assumes that in case of need the 
Maltese government would only be predisposed 
towards supporting the core domestic banks that 
are systemically important, in particular Bank of 
Valletta (balance sheet assets of 98.1% of GDP 

at December 2018). For HSBC Bank Malta 
(44.6% of GDP), Fitch believes that any 
necessary support would come from its foreign 
parent company. In Fitch's view, the Maltese 
government would be very unlikely to support 

the international banks and would probably not 

support non-core banks either. 
• The global economy performs in line with 
Fitch's June 2019 Global Economic Outlook. 

RATING SENSITIVITIES 
Future developments that could individually or 
collectively result in positive rating action 
include: 

• Continued decline in government 
debt/GDP. 
• Sustained high GDP growth supporting a 
convergence of GDP per capita with that of 
higher rated sovereigns. 
• Progress in addressing key weaknesses 

in the business environment and banking 
supervision. 
Future developments that could individually or 
collectively result in negative rating action 
include: 
• Crystallisation of material contingent 
liabilities or a shock to the banking sector that 

requires fiscal support. 
• Serious external shock that could affect 
growth and government debt dynamics. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'A+'; Outlook revised to Positive from Stable 
Long-Term Local-Currency IDR affirmed at 'A+'; 

Outlook revised to Positive from 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 
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 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

North Macedonia 

North  Macedonia sells 900 mln denars 

(14.5 mln euro) of 30-yr T-bonds  

16-Jul-2019  

SKOPJE (North Macedonia), July 16 (SeeNews) – 
North Macedonia's finance ministry sold 900 
million denars ($16.4 million/14.5 million 
euro) worth of 30-year Treasury bonds at an 
auction on Tuesday, in line with plan, the 
country's central bank said. 

The central bank sells government securities on 
behalf of the finance ministry through volume 
tenders, in which the price and the coupon are 

fixed in advance and primary dealers only bid 
with amounts. 
 
30-year T-bonds 
 ($ = 61.15 euro) 
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Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Romania's end-May foreign debt rises   

15-Jul-2019  

BUCHAREST (Romania), July 15 (SeeNews) - 
Romania's foreign debt increased to 103 
billion euro ($116.4 billion) at the end of May 
from 99.4 billion euro at the end of 2018, the 
central bank, BNR, said on Thursday. 

The end-May figure includes 69.45 billion euro in 
long-term foreign debt, up from 67.96 billion 
euro at the end of 2018, BNR said in a monthly 
balance of payments report. 

Long-term external debt service ratio fell to 
19.5% at end-May, compared to 21.2% at end-
2018. 

Goods and services import cover stood at 4.6 
months at end-May, from 4.9 months at end-
2018. 

The ratio of the BNR’s foreign exchange reserves 
to short-term external debt by remaining 
maturity decreased to 72.6% at end-May, 
compared to 74.3% at end-2018. 
 
($=0.8865 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Romania sells 300 mln lei of Oct. 2020 

bonds  

18-Jul-2019  
BUCHAREST, July 18 (Reuters) - Romania sold 

a planned 300 million lei ($71.11 million) 

worth of October 2020 treasury bonds on 
Thursday at an average accepted yield of 
3.28%, central bank data showed.  

Debt managers last tendered the paper in June 
at an average yield of 3.42%.  
So far this year, Romania has sold 28.54 billion 
lei and 506.7 million euros on the local market. 
It also tapped foreign markets in March and July 

for 5 billion euros worth of 2026, 2031, 2034 
and 2049 Eurobonds. 
 
($1 = 4.2187 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

Russian Eurobonds follow UST, oil 

prices down  

18-Jul-2019  

MOSCOW. July 18 (Interfax) - Most Russian 

Eurobond prices are declining on Thursday on 
the back of losses for US Treasuries and lower 

oil, however sovereign spreads are little 
changed. 

Russia's benchmark 2030 bonds were down 3 
basis points from previous closing by 6:15 p.m. 

Moscow time at 112.86% with yield at 3.05% 
per annum, unchanged. Three-year U.S. 
Treasuries were down 3 bps from previous 
closing at 100.49%, with yield up 1 bp at 
1.78%. Spread between Russia-30 and UST3 

narrowed 1 bp to 127 bps. 
Russia's 2043 bond was down 23 bps at 
122.33% yielding 4.37%, up 1 bp; the 2042 
bond was down 26 bps at 118.07%, yielding 
4.362%, up 1.6 bps; the 2026 bond was down 2 
bps at 107.11% with yield up 0.1 bps to 

3.569%; and the 2023 bond fell 4 bps in price to 
107.44% yielding 2.956%, up 0.7 bps. 
The 30-year bond maturing in 2047 bond was 
down 48 bps at 111.95% with yield up 2 bps to 
4.49%; and the 10-year bond maturing in 2027 
was down 5 bps at 103.99%, with yield up 0.7 

bps at 3.665%. 

 
Pr ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Turkey 

Fitch Downgrades Turkey To 'BB-'; 

Outlook Negative  

12-Jul-2019 22:27:38  
July 12 (Reuters) -  
Fitch downgrades turkey to 'bb-'; outlook 
negative. 

Fitch says has downgraded turkey's long-term 
foreign-currency issuer default rating (idr) to 
'BB-' from 'BB' with a negative outlook. 
Fitch, on turkey, says central bank governor 
Murat cetinkaya's dismissal heightens doubts 
over authorities' tolerance for period of 
sustained below-trend growth. 

Fitch on turkey - change in trade-off between 
growth & inflation leading to interest rate cuts 
beyond market expectations brings currency 
depreciation risk. 
Fitch, on turkey, says central bank governor 
Murat cetinkaya's dismissal also highlights a 
deterioration in institutional independence. 

Fitch, on turkey, says central bank governor 
Murat cetinkaya's dismissal also highlights a 
deterioration in economic policy coherence and 

credibility. 
Fitch, on turkey, says delayed policy reaction to 
deterioration in sentiment last year added to 

downward pressure on lira. 
Fitch, on turkey, says dismissal of central bank 
governor Murat cetinkaya risks damaging 
already weak domestic confidence. 
Fitch says turkey will remain vulnerable to global 
investor sentiment and financial conditions, 
domestic political and economic policy 

uncertainty. 
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Fitch says central bank governor Murat 

cetinkaya's dismissal risks jeopardising foreign 
capital inflow needed to meet turkey's large 
external financing requirement. 

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

Turkey dollar bonds suffer fresh losses 

over U.S. sanctions fears  

15-Jul-2019  
LONDON, July 15 (Reuters) - Turkey's dollar-

denominated government bonds came under 
further pressure on Monday amid rising 

concerns that Washington could slap 
sanctions on Ankara over its purchase of a 
Russian air defence system.  

The 2041 bond  fell 1.23 cents in the dollar to 
83.44 cents, suffering its seventh straight day of 
losses and hitting the lowest level since June 20, 

according to Refinitiv data.  
NATO member Turkey has started taking 

delivery of the first consignment of advanced 
Russian S-400 missile defence system parts on 
Thursday despite warnings from Washington 
that the move would trigger U.S. sanctions. 
Turkish markets are closed for a public holiday 
on the anniversary of the failed 2016 coup.  
 
(Reporting by Karin Strohecker; editing by Sujata Rao) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

S&P says Turkey downgrade unlikely 

unless U.S. sanctions affect banks  

15-Jul-2019  
• Says rating cut possible if U.S. 
penalises banks  
• S&P rating stable, still a notch higher 
than Fitch 
• S&P has downgraded Turkey 3 times in 
3 years 

By Marc Jones 
LONDON, July 15 (Reuters) - Turkey's credit 

rating is only likely to be affected by U.S. 

sanctions if they specifically target the 
country's banks, agency S&P Global said on 
Monday. 

S&P rates Turkey at B+ with a stable outlook but 
Fitch's downgrade of the country on Friday - 
albeit to the one-notch higher BB- level - has 
raised questions whether further rating cuts 

could be looming. 

All three main credit agencies already rate the 
country below investment grade. 
While Fitch cited the sacking of the country's 
central bank head as the primary reason for its 
move, focus is shifting to possible U.S. sanctions 
in response to Turkey's decision to buy a 
Russian-made missile defence system, the S400. 

S&P's main Turkey sovereign analyst, Maxim 
Rybnikov, said much would depend on what 
those sanctions entailed. 

They could be announced soon, and while 

restrictions on military-related companies look 
more likely than sweeping tariff hikes or blocks 
on Turkey’s access to international finance, the 

latter cannot be ruled out. 
"If U.S. sanctions were to take milder form, so 
without material negative implications for the 
banks, then the rating impact is unlikely," 

Rybnikov said, adding that the current B+ grade 
already factored in a lot of risks. 
If the banking system was targeted, however, 
the rating could suffer as Turkey continues to 
rely on access to foreign capital markets to 
roll over maturing debt, as do its banks. 

Were sanctions to curtail that access, either via 
a forced cut in investors' or foreign banks' direct 

exposure to Turkey or due to falling sentiment, 
"this could in turn undermine financial stability 
with potential negative implications also for the 
sovereign rating," Rybnikov said. 
"That would also be a scenario where Turkey 

may have to choose between difficult options 
such as turning to the IMF or capital controls." 

An International Monetary Fund deal would be 
politically difficult but capital controls could be 
unequivocally damaging. The Turkish economy 
has historically relied on flows of foreign capital 
and that growth model would then be gone, 
Rybnikov said. 
Regarding this month's sacking of the country's 

central bank chief, he said the bank had been 
under increasing political pressure in recent 
years which had undermined its capabilities. 
"This trend is likely to continue and we’ll have to 
see what comes next... There appears pressure 
to cut rates." 

The bank's next policy decision is scheduled for 
July 25.  

 
(Reporting by Marc Jones; editing by John 
Stonestreet) 
(( 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.  
 
 

Turkish budget records $2.11 bln 

deficit in June  

16-Jul-2019  
ISTANBUL, July 16 (Reuters) - The Turkish 

budget showed a deficit of 12.05 billion lira 
($2.11 billion) in June, data from the Finance 
Ministry showed on Tuesday. 

The June budget showed a primary deficit, which 

excludes interest payments, of 7.7 billion lira, 
the ministry said. 
The budget recorded a deficit of 78.58 billion lira 
in the first six months of the year, the data 
showed, compared to 46.1 billion lira in the 
same period of 2018. The government's forecast 

for 2019 year-end deficit is 80.6 billion lira. 
 
($1 = 5.7123 liras) 
(Reporting by Daren Butler; 
Writing by Ezgi Erkoyun; 
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Editing by Ali Kucukgocmen) 
(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
(c) Copyright Thomson Reuters 2019. 

 
 

Ukraine 

Ukraine may secure $6 bln in IMF loans 

in 2019-21 under new programme  

18-Jul-2019   
KIEV, July 18 (Reuters) - Ukraine could receive 

$2 billion in loans from the International 
Monetary Fund this year under a new 
assistance programme, followed by a further 
$2 billion in 2020 and again in 2021, Deputy 
Central Bank Governor Dmitry Sologub said on 
Thursday.  

Speaking at a news conference, Sologub said 
this was the central bank's expectation of what 

might happen after Sunday's parliamentary 
election on Sunday. He also said the finance 
ministry could tap the market for additional 
borrowing this year, possibly in the autumn. 
 
(Reporting by Natalia Zinets; writing by Matthias 
Williams 
Editing by Gareth Jones) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Ukraine cuts rates on easing inflation, 

may cut more  

18-Jul-2019  
• Inflation easing towards 5% target -
c.bank 
• Ukraine may get $2 bln IMF money 
this year -c.bank 
• Ukraine may tap markets again this 
year 
• C.bank publishes longer term rate 
forecasts  

By Natalia Zinets 

KIEV, July 18 (Reuters) - Ukraine's central 

bank cut its main interest rate by half a 
percentage point to 17% on Thursday, citing a 
downward inflation trend which is expected to 
continue in coming months and could pave the 
way for further monetary easing. 

Interest rates have been in double digits since 
the country plunged into turmoil following 
Russia's annexation of Crimea in 2014 and the 

outbreak of a Moscow-backed separatist conflict 
in the eastern Donbass region of Ukraine.  

But inflation dropped into single digits last year, 
giving the central bank more breathing space to 
cut rates, which it also did in April. Inflation 
stood at 9% in June and is seen at 6.3% by the 
end of this year.  

Analysts had been divided on whether there 
would be a cut this time around, with the 
slowdown in inflation set against potential 
political uncertainty caused by a snap 
parliamentary election that takes place this 

Sunday. 
The central bank "continues the cycle of 
monetary policy easing as inflation is 
declining towards the target of 5%," it said in 
a statement. 

Deputy Governor Dmytro Sologub said at a 
briefing afterwards that the central bank's 
experts believe Ukraine could receive $2 billion 
from the International Monetary Fund (IMF) this 

year and a further $2 billion each in 2020 and 
2021.  
The IMF helped the economy recover from a 
sharp recession and currency crash following the 
outbreak of the conflict in eastern Ukraine. 
President Volodymyr Zelenskiy's party is on 
course to win Sunday's election and expects to 

negotiate a new IMF deal after forming a 
government to replace an existing $3.9 billion 
standby aid agreement.  
"We expect that this year it (the new 
programme) will begin and Ukraine will receive 

$2 billion under the new programme and $2 
billion each in the following years," Sologub said.  

"If it is a little earlier - in the third quarter - or a 
little later, it will not have a significant influence 
on other macroeconomic parameters other than 
reserves. But the continuation of the (IMF) 
cooperation is important." 
He also said the finance ministry could tap the 
market for additional borrowing of $1 billion this 

year, possibly in the autumn.  
For the first time under the current leadership, 
the central bank also published longer term 
interest rate forecasts.  
It said its baseline scenario would be for the 
main interest rate to fall to 8% in coming years. 

It saw the rate averaging 16% in the fourth 
quarter of this year and at 9.5% in the same 

period in 2020.  
 
(Writing by Matthias Williams; editing by Emelia 
Sithole-Matarise) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Moody's Changes Argentina's Outlook 

To Negative From Stable; Affirms B2 

Ratings  

12-Jul-2019 22:50:00  
July 12 (Reuters) - Moody's: 
Moody's changes Argentina's outlook to 

negative from stable; affirms B2 ratings. 

Moody's says decision to change outlook for 
Argentina's b2 ratings reflects increased 
uncertainty regarding the continued 
implementation of policies. 
Moody's says Agentina's negative outlook 
reflects rising risk that policy uncertainty leads 
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to sustained shift in sentiment that increases 

financing pressures. 
Moody's - Argentina's ratings reflect 
uncertainty for restoring access to 
international capital markets and risk of 
further damaging currency shocks. 

Moody's - Argentina's ability to continue to 
implement desired policies, to sustain 
commitment to reform over medium term is 

increasingly uncertain. 
Moody's says B2 affirmation reflects expectation 
that Argentina's core metrics will not materially 
worsen still further. 
Moody's - whatever the result of upcoming 
argentine elections, shifts in domestic political 
environment suggest future path of policy is 

increasingly uncertain. 
Moody's - rising domestic discontent at near-
term impact of Argentina's policies on growth, 
living standards is raising potential credit 
negative policy path. 

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

Argentina sells $2.6 billion in peso and 

dollar-denominated bonds  

17-Jul-2019  
July 17 (Reuters) - Argentina auctioned four 

tranches of government-backed bonds worth 
a total of $2.6 billion that were denominated 
in the local peso currency or U.S. dollars, the 
Treasury Ministry said at the close of markets 
on Tuesday.  

The government sold $623 million in bills known 
as Letes, which will mature on Oct. 25 and carry 
an annual rate of 4.0%. Another $277 million 

sold in Letes will mature in February of 2020, 
with an annual rate of 7.19%, the government 
said.  
The government also sold 43.5 billion pesos 
($1.02 billion) in bonds known as Lecaps, which 
will mature on Oct. 11, with a rate of 57.99%. 
Another round of Lecaps, worth 30.6 million 

pesos ($717 million), will mature in May of 
2020, with an annual rate of 61.13%.  
The government said another round of Lecap 
bonds will be up for auction on Wednesday. 
 
Exchange rate: 1 dollar = 42.71 pesos <ARS = RASL>  
(Reporting by Jorge Iorio; writing by Cassandra 
Garrison; Editing by Steve Orlofsky) 
(( Cassandra.Garrison@thomsonreuters.com ; +54 11 
5544 6746; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil hoping to avoid budget freeze 

next week, but options limited  

18-Jul-2019  
By Marcela Ayres and Jamie McGeever 
BRASILIA, July 18 (Reuters) - Brazil's 

government is hoping to avoid announcing a 

fresh round of budget freezes next week, the 
President's chief of staff said on Thursday, 

adding that economic stimulus measures are 
also expected to be announced next week.  

The Economy Ministry publishes its latest bi-
monthly fiscal report on July 22, and with weak 
economic growth squeezing federal revenues, 
may have to announce further spending freezes 
or cuts in order to make sure it keeps its fiscal 

rules. 
But President Jair Bolsonaro's chief of staff Onyx 
Lorenzoni told reporters in Brasilia on Thursday 
that the details are still being thrashed out, and 
that officials are working on the assumption that 
this can be avoided. 
The Bolsonaro administration's first bi-monthly 

expenditure and spending review in March called 
for a spending freeze worth almost 30 billion 
reais ($8 billion), while in May the government 
dipped into a 5 billion reais reserve fund to avoid 
further austerity.  

Waldery Rodrigues, special secretary to the 
Economy Ministry, said last week that the 1.5 

billion reais left in that fund probably would not 
be enough to prevent another halt on spending, 
but officials would do their best to "come up with 
measures" to avoid it.  
The government is in a tight spot. Revenues 
are being squeezed because growth is so 
weak - the government last week halved its 
2019 growth forecast to 0.8% - but there is 

barely any fat left in the budget to trim. 

"Discretionary spending could also be cut 
further, although at under 2% of GDP, it's 
difficult to see how much further this can be 
reduced," said Edward Glossop, chief Latin 
American economist at Capital Economics.  
The government is using all the tools at its 

disposal to raise cash, including a widespread 

privatization program, concessions, and clawing 
money back from the BNDES development bank. 
Lorenzoni said that the government will next 
week announce details on the release of funds 
from the 'FGTS' workers' guarantee funds and a 
workers' social contribution fund known as 

PIS/Pasep, probably on Wednesday or Thursday. 
Economy Minister Paulo Guedes said this week 
that 42 billion reais would be freed up from the 
'FGTS' funds and 21 billion reais from the 
PIS/Pasep funds, newspaper Valor Economico 
reported. 
 
(Reporting by Marcela Ayres and Jamie McGeever 
Editing by Chizu Nomiyama) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil gov't sees pension reform 

savings of 933.5 billion reais  

18-Jul-2019  
By Marcela Ayres 
BRASILIA, July 18 (Reuters) - Savings 

generated by the overhaul of Brazil's social 
security system are expected to be 933.5 
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billion reais ($250 billion) over the next 
decade, the Economy Ministry said on 

Thursday, almost a quarter less than the 
government's bill envisaged. 

The figure is comprised of 914.3 billion reais 
savings from social security and retirement 
spending, and an additional 19.2 billion reais 
from an increase in banks' 'CSLL' social 
contributions on net profit payments, pension’s 

secretary Rogerio Marinho said. 
That is 24.5% less than the 1.237 trillion reais 
savings outlined in the government's 
constitutional amendment bill sent to Congress 
earlier this year, but is close enough to the 1 
trillion reais mark that Economy Minister Paulo 
Guedes and others insisted was necessary to 

pack a sufficient fiscal punch. 
"The fiscal impact is extremely significant, 
vigorous and will allow Brazil to make the 
changes we are proposing," Marinho said. 

Marinho also noted that another bill to combat 

social security fraud could save an extra 200 
billion reais over the next 10 years.  
The version of the bill overwhelmingly approved 

in a first- round vote by lower house lawmakers 
earlier this month now needs a second vote once 
Congress comes back from recess in August, 
before it goes to the Senate.  
It is likely to be modified further in the Senate, 
where it also faces two rounds of voting before 
being passed into law, probably in September. 

Marinho also said that implementing a system of 
private retirement accounts, a policy which 
Economy Minister Guedes has been a passionate 
advocate of, will require a new constitutional 
amendment. 
"Paulo Guedes will make this assessment in due 

course," Marinho said. 
 
($1 = 3.73 reais) 
(Reporting by Marcela Ayres; Writing by Gabriela Mello 
and Jamie McGeever; editing by Jonathan Oatis) 
(( Gabriela.Mello@thomsonreuters.com ; +55 11 5644 
7553; Reuters Messaging: 
gabriela.mello.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Chile 

Chile central bank holds key rate 

steady, but says demand for stimulus 

rising  

19-Jul-2019  

By Fabian Cambero 

SANTIAGO, July 18 (Reuters) - Chile's central 

bank said on Thursday it would keep the 
benchmark interest rate steady at 2.5%, in 
line with market expectations, but noted that 
pressures were rising that could warrant 
further cuts. 

Chile's central bank had unexpectedly cut 
interest rates by 50 basis points in June as the 

world's top copper producer grapples with an 
increasingly sluggish economy that has suffered 
from global trade tensions. 

The central bank said data since the most recent 

monetary policy report in June underscored how 
economic risks were rising and "if these trends 
persisted, the Council believes it will be 

necessary to expand the current monetary 
stimulus." 
It said the magnitude of any stimulus would be 
evaluated during the next monetary policy 

report in September. 
The bank said the decision to maintain the rate 
was approved by four of the board members; 
one had voted to cut it to 2.25%. 
The South American country is expected to hold 
its benchmark rate steady until at least 

September, according to a monthly poll of 59 
traders earlier this month, who forecast the 
bank would then cut the rate to 2.25%. 
 
(Reporting by Fabian Cambero; writing by Adam 
Jourdan; editing by G Crosse and Richard Chang) 
((adam.jourdan@thomsonreuters.com ; +54-11-5544-
6882; Reuters Messaging: 
adam.jourdan.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Costa Rica 

Fitch Says Costa Rica Debt Approval To 

Ease Financing Constraints  

17-Jul-2019  

July 17 (Reuters) - Fitch: 
Fitch says Costa Rica debt approval to ease 
financing constraints. 

Fitch says Costa Rica's financing needs through 
medium term remain high and will require 
additional congressional authorizations. 
Fitch says Costa Rica's wide fiscal deficits 

contribute to government's high near-term 
financing needs. 
Fitch, on Costa Rica, says size of adjustment 
needed to stabilize debt-to-GDP could prove 
larger if borrowing costs remains high. 
 
(Reuters.Briefs@thomsonreuters.com) 
(c) Copyright Thomson Reuters 2019. 
 
 

Panama 

Panama goes up the curve with new 

bond deal  

17-Jul-2019  
By Miluska Berrospi 

NEW YORK, July 17 (IFR) - The Republic of 

Panama returned on Wednesday with its 
second bond issue this year, taking advantage 
of a bid for duration to tap longer-dated 
maturities.  

The sovereign, rated Baa1/BBB+/BBB, priced a 

US$1.25bn 2030 bond at US Treasuries plus 
110bp and US$750m 2060 at T+130bp after 
tightening pricing 30bp from start to finish.  
"There has been a lot of demand for long-dated 
debt," said an investor. 
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"The US doesn't have a 50-year bond so you're 

not getting a lot of duration in traditional dollar 
yield curve, and emerging markets give you a 
rare way to get that kind of duration."  

Declining rates in the US ahead of anticipated 
rate cuts this year and a growing cluster of 
negative yields in the Europe debt space have 
investors on the hunt for yield elsewhere.  

"People want as much convexity as possible and 
these ultra-long instruments give you a ton of 
convexity," the investor said. 
In April, the sovereign sold US$1bn of a 3.750% 
2026 note, coming in at a price of 99.8470 to 
yield 3.775% or T+140bp. Earlier in the week, 

those bonds were trading at a yield of around 
3.14%, according to Refinitiv data.  
Proceeds of the transaction will go toward 
general purposes. Citigroup acted as global 
coordinator, as well as joint book-running 
manager along with JP Morgan. 
 
(Reporting by Miluska Berrospi; Editing by Paul Kilby) 
(( Miluska.Berrospi@thomsonreuters.com  ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Venezuela 

Venezuela's debts to China, Russia 

would be restructured through Paris 

Club 

17-Jul-2019  
By Luc Cohen 
GUAYAQUIL, Ecuador, July 17 (Reuters) - Loans 

to Venezuela from President Nicolas Maduro's 
allies Russia and China would be renegotiated 
though the Paris Club if Maduro leaves power, 
an advisor to the opposition said on 
Wednesday, responding to concerns about 
favorable treatment for the two countries.  

Ricardo Hausmann, who represents opposition 
leader Juan Guaido at the Inter-American 
Development Bank (IADB), said Guaido's team 

has not determined how loans might be 
restructured under its governance because 
bilateral debt talks typically take place under the 
auspices of the Paris Club creditor group. 
"It is not as if the chapter on bilateral debt says 
we are going to treat it differently. It is treated 
differently in international practice through the 

Paris Club," said Hausmann, a Harvard 
economics professor and former planning 
minister, at the IADB's annual meeting in 
Guayaquil, Ecuador. 
"We have not come out with any specific 

guidelines on the treatment of bilateral debt for 
that reason."  

Earlier this month, Guaido's advisers published a 
plan pledging equal treatment for creditors 
during an eventual restructuring process of 
Venezuela's $200 billion in debt if Maduro leaves 
power. Maduro has overseen a collapse in the 
OPEC nation's economy. 

The document carved out some exceptions, 
including for the billions of dollars in loans from 
Russia and China, which drew criticism from a 

group of bondholders known as the Venezuela 
Creditors Committee, who said the "burden" 

should be shared equally between public and 
private creditors. 

Guaido, who heads the opposition-controlled 
National Assembly, in January invoked the 
constitution to assume an interim presidency 
and challenge Maduro to step down, arguing his 
2018 re-election was illegitimate. 

Most Western countries and some multilateral 
organizations, including the IADB, recognize him 
as Venezuela's rightful leader.  
But Maduro, who calls Guaido a U.S.-backed 
puppet seeking to oust him in a coup, has 
retained control of the military and state 
institutions. China, Russia and Cuba continue to 

recognize him as president.  
An internal document obtained by Reuters on 
Tuesday showed that U.S. President Donald 
Trump's administration plans to divert more 
than $40 million originally intended as 

humanitarian aid for Central America to support 
the opposition in Venezuela.  

Hausmann said he had no knowledge of the 
reported plans. 
"It would surprise me if it were true," Hausmann 
said. 
 
(Reporting by Luc Cohen in Guayaquil 
Editing by Sonya Hepinstall) 
(( luc.cohen@thomsonreuters.com ; +58 424 133 
7696; Reuters Messaging: Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2019. 
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Angola 

Fitch Revises Angola's Outlook To 

Negative, Affirms At 'B'  

12-Jul-2019 18:32:03  

July 12 (Reuters) - Fitch: 
Fitch revises Angola's outlook to negative; 
affirms at 'B'. 

Fitch says revised outlook on Angola's long-term 
foreign-currency issuer default rating to negative 
from stable and affirmed idr at 'B'. 
Fitch says revision of Angola's outlook reflects 
worsening debt metrics, continued fall in 

external reserves, delayed & slower than 
expected economic recovery. 

Fitch says Angolan banking sector is a rating 

weakness and a contingent liability to sovereign. 
Fitch says continued decline of foreign exchange 
reserves raised external risks particularly in face 
of elevated external financing requirements. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
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Congo Republic 

Congo Republic IMF deal expected to 

unlock $2 bln in AfDB funds  

12-Jul-2019 18:42:52  
JOHANNESBURG, July 12 (Reuters) - Approval 

of an International Monetary Fund (IMF) 
bailout for Congo Republic this week is 
expected to unlock around $2 billion in 
funding from the African Development Bank 
(AfDB), an official with the Abidjan-based 
multilateral lender said on Friday.  
Following two years of negotiations, the IMF's 

executive board on Thursday approved a 3-year 
programme worth nearly $449 million for Congo, 
an OPEC member hit hard by a 2014 crash in 
crude prices. 
The AfDB pledged the funds, which include a 
budget support operation, in the event of an 

IMF-supported programme, Ousmane Dore, the 

AfDB's Director General of the Central Africa 
Regional Development and Business Delivery 
Office, told Reuters. 
"These are indicative programs which are set to 
be delivered over 2018-21, once the projects are 
firmly prepared and disbursement conditions are 

met," he said. 
By 2017, following the oil crash, Congo's debt 
levels had ballooned to 118% of GDP.  
To qualify for a bailout, the IMF required that 
Congo ensure the long-term sustainability of its 
debt as a precondition for a three-year extended 
credit facility programme.  

Congo reached an agreement to restructure a 
portion of its Chinese debt in April. The IMF's 
approval of a bailout was seen by many as a test 

case, amid expectations that a number of 
African nations with large Chinese debts will 
seek relief from the Fund.  
 
(Reporting by Joe Bavier 
Editing by Frances Kerry) 
(( joe.bavier@thomsonreuters.com ; +27 664877766; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

IMF programme "positive" for Congo 

Republic's lowly credit rating   

18-Jul-2019  
LONDON, July 18 (Reuters) - Congo Republic's 

recently-agreed $450 million IMF support 
programme is a positive step for the country's 
lowly credit rating, agency Moody's said on 
Thursday. 

Moody's currently rates Congo at Caa2, which is 
at the lower end of the 'junk' grade bracket and 

just above the level where a default is seen as 
imminent. 
The International Monetary Fund finalised a 
three-year programme with the central African 
country last week following an agreement struck 
by the government in April to restructure some 

$2 billion in debt to China. 

"Combined with the restructuring of debt owed 
to China, the IMF programme will be positive for 
private creditors," Moody's said in a report, as it 

should help ease its funding squeeze. 
The oil producer has been hard hit by the fall in 
crude prices that had been going on until early 
this year. Government debt rose to as high as 

130% of GDP in 2017 from 48% in 2014, and 
foreign exchange reserves dropped to as low as 
$300 million in March. 
Despite the lift of the IMF support, the 
implementation of the required structural 
reforms would be difficult, Moody's cautioned, 
given Congo's very weak institutional 
framework.  

It also stressed that its restructuring deal with 

China only pushed out the time it has to pay the 
debt rather than writing any of it off.  
"Given our forecast for Brent prices to decline 
from $72 per barrel in 2018 to $65 in 2019, 

external liquidity pressures will likely remain," 
Moody's said. 

 
(Reporting by Marc Jones, Editing by William Maclean) 
(( 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. 
 
 

Egypt 

Egypt's GDP growth at 5.6%, deficit at 

8.2% for 2018/19 fiscal year  

17-Jul-2019  
CAIRO, July 17 (Reuters) - Egypt's gross 

domestic product grew by 5.6% in the 
2018/19 fiscal year, and its budget deficit 

stood at 8.2%, the prime minister said on 
Wednesday. 

Egypt's primary surplus stood at 2% for the 
fiscal year, according to a statement from Prime 
Minister Mustafa Madbouli. The fiscal year runs 
from July to June.  
 
(Reporting by Momen Saeed Atallah 
Writing by Aidan Lewis) 
(( Aidan.Lewis@tr.com ; +20-1001174410; )) 
(c) Copyright Thomson Reuters 2019.  

 
 

Egypt says economy on right track 

after 5.6% growth in 2018/19  

17-Jul-2019  
By Yousef Saba and Momen Saeed Atallah 

CAIRO, July 17 (Reuters) - Egypt's economy 

grew 5.6% in the 2018/19 fiscal year and is 
"on the right track" as it completes IMF-
backed reforms, Prime Minister Mostafa 
Madbouly said on Wednesday. 

The budget deficit came in at 8.2% of GDP, he 
said in a statement after the weekly cabinet 
meeting, which was slightly better than an 

official forecast of 8.4%.  

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 

  24 

Deputy Finance Minister Ahmed Kouchouk said 

the overall budget deficit this fiscal year was at 
431 billion Egyptian pounds ($26 billion), 
equivalent to 8.2%, down from 9.7% last year. 

Egypt is emerging from a three-year economic 
reform programme tied to a $12 billion loan 
from the International Monetary Fund. 
Madbouly said Egypt's primary surplus stood 

at 2% for the fiscal year, which ended in June, 
and also pointed to a recent drop in inflation 
as positive signs. Economic growth was up 
from 5.3% in 2017/18 and in line with a 
government forecast.  

"We want to achieve bigger numbers. We want 
to fulfil the dreams and ambitions of the 
Egyptian citizen more than this and faster than 
this," Madbouly told a news conference after a 

cabinet meeting. 
Egypt has been praised by international lenders 
for swift reforms implemented since 2016, 
though austerity measures and inflation have 

left many Egyptians struggling to get by. 
The reforms included a sharp devaluation of the 
currency, the introduction of value-added tax 

and the elimination of subsidies on most fuel 
products. 
Madbouly said the IMF was due to vote on July 
24 on the disbursement of the final $2 billion 
tranche of the 2016 loan. 
The move follows Egypt's decision this month to 

implement the final round of fuel subsidy cuts, 
which raised domestic prices by between 16% 
and 30% to bring them into line with their real 
cost. 
The World Bank largely praised Egypt's 
macroeconomic indicators in its Egypt 
Economic Monitor report published on 
Tuesday. But it said the government "is 
struggling to create the fiscal space necessary 

to shift towards a human-capital focused 
policy". 

The government has only been able to partially 
mitigate adverse socioeconomic impacts, it said.  
"The second generation of reforms should put 
larger emphasis on levelling the playing field to 
allow for more private sector participation in the 
economy, based on fair and transparent rules of 

competition and economic empowerment." 
DEBT-TO-GDP RATIO DOWN 
Headline annual inflation dropped to 9.4% in 
June from 14.1% the previous month, though 
it is expected to rise over the rest of the 
summer as the impact of the latest round of 
fuel subsidy cuts kicks in. 

Madbouly said the ratio of Egypt's debt to GDP 

has declined to 90.5% in the 2018/19 fiscal 

year, from 108% the year before, and that the 
government was targeting a further drop in the 
current fiscal year to 82%. 
Finance Minister Mohamed Maait, speaking at 
the news conference with Madbouly, said the 
government was targeting a further drop in the 

2010/21 fiscal year of around 70%. 
"Today we are proud that in one year, we went 
from 108 to 90.5," Maait said, referring to the 
debt-to-GDP ratio. 
Egypt's Planning Minister Hala al-Saeed, 

speaking at the same news conference, said 

Egypt will pay 160.5 billion Egyptian pounds 
annually to pension and insurance funds, with a 
compound interest of 5.7%. 

She also said the government would expand its 
social safety net programmes for Egyptians most 
in need. 
Over five years, Maait estimated that Egypt will 

pay a total of 1.111 trillion Egyptian pounds to 
pension and insurance funds. 
Madbouly said bolstering industry was a 
strategic goal for the government. 
"Our goal as a state today is the deepening of 
local manufacturing. This is a strategic goal," he 

said, adding that Egypt should reduce imports 
by bolstering industry. 
"This is what made successes out of big, giant 
countries that we all look to, like China and 
other east Asian countries," he said. "I'm saying 
this because we still have a long way to go." 
Standing in the way of higher Egyptian exports 

is a focus on traditional areas of comparative 
advantage instead of goods that are in high 
demand globally, the World Bank said. 
Significant trade barriers, especially non-tariff, 
and connectivity and infrastructure challenges 
are other obstacles, it said. 
Egyptians "can see improved road networks, can 

see electricity, can see housing," Madbouly said. 
"But it is natural - and I am with them - that 
they want better than this and faster." 
 
($1 = 16.5600 Egyptian pounds) 
(Reporting by Momen Saeed Atallah and Yousef Saba; 
Writing by Aidan Lewis and Sami Aboudi; Editing by 
Susan Fenton and Ed Osmond) 
(( Yousef.Saba@thomsonreuters.com ; 
+201222184730) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kenya 

Moody's Says Kenya Faces Rising, But 

Manageable, Liquidity Pressures  

18-Jul-2019  
July 17 (Reuters) - Moody's: 
Moody's - Kenya faces rising, but manageable, 
liquidity pressures. 

Moody's says Kenya's liquidity risks are 
manageable, but funding model presents 
challenges. 
Moody's says Kenya's fiscal consolidation is 

continuing but targets will be challenging to 
achieve. 

Moody's says Kenya's reliance on commercial 
bank financing means the sovereign is highly 
vulnerable to adverse developments in the 
sector. 

Moody's- issuance of $2.1 billion Eurobond in 
may allowed Kenya government to refinance a 
maturing $750 million eurobond and cover some 
deficit financing for fy. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
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Morocco 

Morocco’s budget deficit grows to 21.8 

bln dirhams in first half  

12-Jul-2019 18:26:07  
RABAT, July 12 (Reuters) - Morocco’s budget 

deficit rose to 21.8 billion dirhams ($2.28 
billion) in the first six months of 2019, up 
from 20.4 billion dirhams in the same period 
the previous year, the treasury said on Friday. 

Gross tax revenue rose 4.5% to 110 billion 
dirhams in the first half of the year, up from 106 

billion dirhams in the same period of 2018. 
State spending stood at 182.5 billion dirhams in 
January to June 2019, up 15.4% year-on-year. 
The budget deficit would stand at 4.5% in 2019 
without counting privatisation revenue, up from 
3.7% last year. The deficit is seen narrowing to 

3.6% in 2019 counting privatisation revenue, 

according to the planning agency. 
The agency expects treasury debt to rise slightly 
to 65.3% of gross domestic product in 2019 
from 64.9% in 2018.  
The economy is expected to grow 2.7% in 2019 
after 3% in 2018. 

 
(Reporting by Ahmed Eljechtimi; Editing by Elaine 
Hardcastle) 
(( ahmed.eljechtimi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Zambia 

Zambia dollar bonds soar after 

president swaps finance minister  

15-Jul-2019  
LONDON, July 15 (Reuters) - Zambia's dollar-

denominated government bonds jumped on 
Monday after the country's president sacked 
Finance Minister Margaret Mwanakatwe and 

appointed central bank deputy governor 
Bwalya Ng'andu to replace her. 

Zambia's 2024 and 2027 issues, which trade at 
stressed levels of around 70 cents in the dollar, 
jumped more than 2.2 cents, according to data 
from Refinitiv. The 2022 bond climbed 1.4 cents.  
Ng'andu will take over the management of an 
economy the International Monetary Fund has 

repeatedly warned is struggling with high debts 
and shrinking foreign exchange reserves. 
 
(Reporting by Karin Strohecker; Editing by Tom 
Arnold) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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