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ASIA 
 

Azerbaijan 

International Bank of Azerbaijan bond 

falls on Moody's downgrade  

16-May-2017  
LONDON, May 16 (Reuters) - Dollar bonds 

issued by the International Bank of Azerbaijan 

fell on Tuesday after the Moody's agency 
downgraded its credit rating in light of the 
bank's debt restructuring. 

Data from Trade web showed that the bank's 
$500 million bond maturing 2019 fell 1.5 cents 
to 83.95 cents, just shy of the low hit on May 
11.  
The bank, which is Azerbaijan's biggest 

lender, said on Friday it needed to restructure 
more than $3 billion of its debt to tackle bad 
loans left over from the slump in oil prices. 

In response, on Monday Moody's downgraded 
the bank's foreign currency senior unsecured 
debt rating to Caa3, and placed all long-term 
ratings on review for a possible downgrade. 
"Given the financial condition of the bank, we 

cannot rule out haircuts to principal," analysts at 
Exotix said in a note, referring to the possibility 
that investors would have to write down some of 
the debt. 
The sovereign's 2024 issue was down a quarter 
of a cent hilst those of state oil firm SOCAR were 

unchanged.  

 
(Reporting by Claire Milhench, editing by Sujata Rao) 
(( claire.milhench@thomsonreuters.com ; +44)(0)( 
207 542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
 
 

Bangladesh 

S&P says Bangladesh's 'BB-/B' ratings 

affirmed  

19-May-2017  

May 19 (Reuters) - S&P: 
S&P - People's Republic of Bangladesh 'BB-/B' 
ratings affirmed; Outlook stable. 

S&P on Bangladesh - Ratings reflect low 

economic development and limited fiscal 
flexibility. 
S&P - Expect Bangladesh's gross external 
financing needs to average 77% of current 
account receipts plus usable reserves over 2017-
2020. 

S&P - Although assesses Bangladesh's 

external debt as low, country faces 
vulnerabilities of low-income economy, fiscal 
constraints, heavy development needs. 

S&P on Bangladesh - Forecast change in 

general government debt will average 2.8% 
of GDP annually over fiscal 2017-2020. 

S&P - Stable outlook balances Bangladesh's 
healthy growth prospects and an improving 

external profile against fiscal weaknesses and 
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development needs. 

S&P - Stable outlook reflects expectation of 

Bangladesh's growth, strong donor support to 
continue raising average income, sustaining it's 
external profile over next 12 months. 
S&P on Bangladesh - Expect reserve 
accumulation to stagnate due to lower 
remittance flows. 

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

China 

China seen sacrificing some growth to 

reduce debt risks  

16-May-2017  
By Elias Glenn 
BEIJING, May 16 (Reuters) - China's growth is 

set for its weakest patch since the global 

financial crisis as authorities pull back on the 
stimulus that helped the economy get off to 
an unexpectedly strong start this year, and 
keep funds tight to deter risky lending. 

After clocking 6.9 percent in the first quarter 
thanks to spending on infrastructure and a 
property boom that policymakers want to rein 
in, analysts surveyed by Reuters reckon 
economic growth will just about make Beijing's 

target of 2017 of 6.5 percent as it slows over 
the rest of the year. 
Massive debt - standing at nearly 300 percent 
of GDP - and serious budgetary imbalances 
mean Beijing can't carry on pump priming. 
The brakes went on in April, when annual 
growth in fiscal spending dropped to 3.8 
percent from 21 percent the first quarter.  

And worries about speculative bubbles have 

forced the central bank to tighten short term 
liquidity, while trying to keep medium term 
funding available for investment. 
"Noticing how serious policymakers seem to be 
at the moment about reining in financial risks, 
it's not impossible we're going to see a 
significantly lower economic growth target next 

year," said Louis Kuijs, an economist at Oxford 

Economics in Hong Kong. 
Scope for further tightening in monetary policy 
could be limited if economic growth became 
uncomfortably slow. 
"I don't think we're going to see much more 

additional tightening… but the risks now are on 
the downside," said Julian Evans-Pritchard, an 
economist at Capital Economics in Singapore. 
Trying to generate growth through exports by 
letting the yuan depreciate isn't an option, due 
to concern about capital flight that saw foreign 
exchange reserves fall below $3 trillion earlier 

this year, and the worry that it could provoke 
the Trump administration into some kind of 

retaliation. 
Policymakers want to move the economy onto a 
path where consumer spending becomes the 
main driver, but it's not there yet. 
"Consumption has been very steady and that 

has been a huge benefit - it has been a very nice 

buffer," said Kuijs. 

"But in my view, unlike in the United States 

where consumption by itself can drive the cycle, 
I would argue that in China, that is not yet really 
possible...because consumption is still following 
on to what is happening in investment and 
wages."  
Household spending only accounted for 37.1 

percent of China's economy in 2015, according 
to World Bank data. While that is up from a low 
of 35.8 percent in 2007, it is far below the 54.2 
percent average for middle income countries. 
MATINEE IDLE  
And spending is looking soft, at least by Chinese 

standards. 
Automobile sales rose 4.6 percent in the first 
four months of 2017, about three-quarters the 

pace of a year ago. Movie ticket sales, flagged 
as a sign of China's growing consumer class, 
stalled last year and have been mixed this year. 
Annual retail sales growth eased to 10.7 percent 

in April, and has been on gradual downtrend 
since 2010, when it notched over 18 percent. 
Consumption, on a per capita basis, is growing 
slower than GDP. 
And the industrial side of the economy is also 
slowing.  
Producer prices fell in April for the first time in 

seven months, trade data showed a surprising 
slowdown in imports, and surveys of 
manufacturing and service-sector activity were 
weaker than expected. 

April data released on Monday for factory output 
and fixed asset investment also showed growth 

slowed from March. 
There has been some progress on deleveraging. 
While new credit was a record 6.94 trillion yuan 
($1.01 trillion) in the first quarter this year, as a 
proportion of GDP it fell to 38.4 percent from 
41.3 percent a year earlier. 
"We must push deleveraging," said Tang 

Jianwei, senior economist at Bank of 
Communications in Shanghai. "We cannot go 
back to the old road if we feel pain. The 
economic transformation is still going on and 
deleveraging has just started." 

 
($1 = 6.8900 Chinese yuan renminbi) 

(Reporting by Elias Glenn; additional reporting by 
Kevin Yao; Editing by Simon Cameron-Moore) 
(( Elias.Glenn@thomsonreuters.com ; +86 138 1600 
5903; Reuters Messaging: 
elias.glenn@thomsonreuters.com )) 
 
 

China finance ministry sells 3-year, 7-

year bonds, above forecasts 

17-May-2017 05:42:36 
SHANGHAI, May 17 (Reuters) - China's Ministry 

of Finance auctioned on Wednesday 36 billion 
yuan ($5.23 billion) of three-year bonds and 
another 36 billion yuan of seven-year bonds 
at an average yield of 3.6739 percent and 
3.7250 percent, respectively, traders said, 
both above market expectations. 

For the three-year bonds, market forecasts had 
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centred on 3.64 percent and ranged from 3.57 

percent to 3.71 percent. 

The auction yield came in above Tuesday's 
benchmark secondary market yield of 3.6057 
percent for three-year government bonds. 
For the seven-year bonds, market forecasts had 
centred on 3.67 percent and ranged from 3.63 
percent to 3.71 percent. 

The auction yield also came in above Tuesday's 
benchmark secondary market yield of 3.6496 
percent for seven-year government bonds. 
 
($1 = 6.8839 Chinese yuan) 
(Reporting by the Shanghai Newsroom; Editing by 
Sunil Nair) 
(( winni.zhou@thomsonreuters.com ; +86 21 6104 
1777; Reuters Messaging: 
winni.zhou.thomsonreuters.com@reuters.net )) 
 
 

Hong Kong 

Hong Kong Monetary Authority - 

Tender results of the 5-year 

Government Bonds under the 

Institutional Bond Issuance 

Programme  

17-May-2017  
The Hong Kong Monetary Authority (HKMA), 
as representative of the Hong Kong Special 
Administrative Region Government (HKSAR 
Government), announces today (Wednesday) 
that tender for a 5-year Government Bond 
(issue number 05GB2205) under the 
Institutional Bond Issuance Programme was 
held today. 

A total of HK$2.5 billion 5-year Government 
Bonds were offered today. A total of HK$6.430 

billion tender applications were received. The 
bid-to-cover ratio, i.e. the ratio of bonds applied 
for to bonds issued, is 2.57. The average price 
accepted is 99.84, implying an annualised yield 
of 1.197%. 
 
Original document  
http://www.hkma.gov.hk/eng/key-information/press-
releases/2017/2017051... 
Public permalink  

http://www.publicnow.com/view/3D493BC1E3BEC847
76D9569CA61BA58EB1287D82 
(C) Copyright 2017 - Hong Kong Monetary Authority 
 
 
 

India 

India Govt Bonds Rise Tracking US 

Tsys; Rally Capped Around 6.80%  

18-May-2017  
By Dharam Dhutia  

NewsRise  
MUMBAI (May 18) -- Indian government bonds 

gain tracking US Treasuries, which gained 
amid doubts over President Donald Trump’s 

pro-growth measures after his alleged 

interference in federal investigation. 
Benchmark bond now at INR101.00, yielding 

6.82%, against INR100.85 previous close. 

“Bonds have gained due to a sharp fall in U.S. 
yields, but unless there is any major trigger, the 
benchmark yield will find it tough to break 
6.80%,” says dealer at state-run bank. US 10-
year yield posted its biggest daily fall since July 

and ended at 2.21% against 2.33% previous 
close. “State-run banks are still not entering, so 
any major rally can be safely ruled out,” adds 
another dealer. India’s benchmark yield pegged 
in 6.81%-6.85% band today. 
 
By Dharam Dhutia; dharam.dhutia@newsrise.org; 91-
22-61353308 
Edited by Abhijit Basu 

Send Feedback to feedback@NewsRise.org 
Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Indonesia 

Bank Indonesia - Indonesia’s External 

Debt Remained Manageable  

16-May-2017  
Indonesia's external debt at the end of 
Q1/2017 amounted to USD326.3 billion, grew 
controllably at 2.9% (yoy) or slightly 
increased than 2.0% (yoy) in the previous 

quarter. Based on the group of borrowers, the 
increased external debt was influenced by a 

lesser contraction of private sector external debt 
in Q1/2017 at -3.6% (yoy) compare to -5.5% 
(yoy) in the previous quarter. Meanwhile, public 
sector external debt growth slowed down from 
11.0% (yoy) in Q4/2016 to 10.0% (yoy) in 
Q1/2017. At the end of Q1/2017, the 
outstanding of public sector external debt 

amounted to USD166.5 billion (51.0% of total 
external debt), while private sector external debt 
stood at USD159.9 billion (49.0% of total 
external debt). With this development, the 
external debt to gross domestic product (GDP) 
ratio at the end of Q1/2017 was relatively stable 

at 34% as at the end of Q4/2016, but decreased 
from 37% at the end of Q1/2016. 
Based on original maturity, long-term external 
debt growth slowed, while short-term external 
debt growth accelerated. Long-term external 
debt that dominated Indonesia's external debt 
position stood at USD282.4 billion (86.5% of 

total external debt) or up 1.1% (yoy) in 
Q1/2017, slower than 1.5% (yoy) in Q4/2016. 
Meanwhile, short-term external debt at the end 
of Q1/2017 amounted to USD43.9 billion (13.5% 
of total external debt) or grew 16.3% (yoy), up 
from 6.0% (yoy) at the end of Q4/2016. With 
this development, the ratio of short-term debt to 

the reserve assets increased from 35.3% in 
Q4/2016 to 36.1% in Q1/2017. 
In the private sector, the external debt position 
at the end of Q1/2017 was concentrated in the 
financial, manufacturing, mining, and electricity, 
gas and water supply sectors. The shares of 
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these four sectors to total private sector external 

debt reached 76.5%. Annual external debt 

growth of manufacturing sector and the 
electricity, gas and water supply sector 
increased on Q4/2016, while the external debt 
growth of the mining and financial sectors 
remained contracted. 
Bank Indonesia views the development of 

external debt at the end of Q1/2017 remains 
healthy but continues to be vigilant about the 

risks to the national economy. Moving forward, 
Bank Indonesia will persevere to monitor the 
development of external debt, particularly the 
private sector external debt. It is intended to 
give assurance that the external debt can play 
an optimal role in supporting development 

financing without incurring the risks that may 

affect macroeconomic stability. 
 
The complete data concerning the Indonesia's external 
debt can be found in the latest External Debt Statistics 
of Indonesia in Bank Indonesia website 
(http://www.bi.go.id/en/iru/economic-data/external-
debt/Pages/SULNI-May...). 
Bank Indonesia published this content on 16 May 2017 
and is solely responsible for the information contained 
herein. Distributed by Public, unedited and unaltered, 
on 16 May 2017 11:09:15 UTC. 
Original document  
http://www.bi.go.id/en/ruang-media/info-
terbaru/Pages/Utang-Luar-Neger... 
Public permalink  
http://www.publicnow.com/view/0DC00A2D3D81C026
38695771B4FE721B90493B99 
(C) Copyright 2017 - Bank Indonesia 
 
 

S&P upgrades Indonesia's sovereign 

rating to investment grade  

19-May-2017  
•All major agencies now rate Indonesia 
investment grade 

•S&P has acted years after Fitch and Moody's 
did 
•Jakarta stocks spike on the upgrade news 

JAKARTA, May 19 (Reuters) - Rating agency 

Standard & Poor's (S&P) upgraded 
Indonesia's sovereign bond ratings to 
investment grade on Friday, saying the move 
reflected its assessment of reduced risks to 
the country's fiscal position. 
Fund managers say the investment grade from 

S&P, which matches the ratings awarded by 
Fitch and Moody's years ago, will give Indonesia 
access to a wider pool of investors. A rating 
upgrade usually also means an economy can get 
cheaper cost of borrowing for its bonds. 
S&P has upgraded Indonesia's sovereign credit 
outlook to BBB-, which is an investment grade, 

up from BB+, junk status.  
The agency said "Indonesia's increased focus on 
realistic budgeting has reduced likelihood that 
shortfall in future revenue would widen general 

government deficit significantly." 
The main stock index in Jakarta spiked more 

than 3 percent after the S&P upgrade. 
"From a macro stance, the S&P upgrade is 
positive as this will further reduce the country’s 

cost of funds which is relatively expensive vs its 

peers in the region," said Bharat Joshi, 

investment director at Aberdeen Asset 
Management in Jakarta. 
S&P had previously not followed other big 
ratings agencies due to a host of concerns. It 
gave Indonesia a positive outlook in May 2015 
for President Joko Widodo's bold move to 

remove gasoline subsidies.  
In June last year, it denied Indonesia its coveted 
investment grade again, citing weak government 
revenue collection and worsening corporate 
credit quality. 
Since then, Widodo reshuffled his cabinet and 

appointed respected reformist, former managing 
director of the World Bank, Sri Mulyani 
Indrawati, as his finance minister. 

She then ran a tax amnesty programme that 
many said was the world's most successful and 
is currently overseeing a plan to overhaul the 
taxation system. 

 
(Reporting by Gayatri Suroyo and Fransiska Nangoy; 
Editing by Richard Borsuk) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
 
 

Lebanon 

Lebanon's FX reserves fine for now, 

future intervention possible  

15-May-2017  
•Finance minister asks cabinet to extend term 

of central bank governor 
•Lebanon FX reserves stable for now -c.bank 
•Central bank could intervene again to 

guarantee monetary stability 
•Central bank has no plans to raise interest 
rates 

By Lisa Barrington 
BEIRUT, May 15 (Reuters) - Lebanon's central 

bank governor said foreign currency reserves 
were stable and did not require immediate 
boosting via intervention, but the bank would 
take measures to maintain monetary stability 
if necessary. 

Governor Riad Salameh's term of office expires 
at the start of August and the Lebanese finance 
minister has asked cabinet to extend it, a 
Lebanese government source told Reuters on 
Monday. 
Salameh has steered the central bank for almost 
24 years and is widely seen as a guarantor of 

monetary stability.  
Under his leadership the central bank last year 
carried out what the International Monetary 
Fund termed "unconventional" financial 
engineering to boost falling foreign currency 
reserves. 

"Today we have a situation that is stable which 
doesn't warrant any special operations," 
governor Riad Salameh told Reuters on the 
sidelines of a Euromoney conference in Beirut on 
Monday.  

http://www.publicnow.com/view/0DC00A2D3D81C02638695771B4FE721B90493B99
http://www.publicnow.com/view/0DC00A2D3D81C02638695771B4FE721B90493B99
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"Depending on what would be necessary, we 

have various strategies we can implement, it is 

not essential that we go back to the same 
strategy we used in 2016." 
Between June and August, the central bank 
exchanged some of its Lebanese pound-
denominated debt holdings for dollar-
denominated Finance Ministry Eurobonds, 
while private banks transferred in dollars and 
were given the Eurobonds and newly issued 

dollar certificates of deposit in exchange. 

The central bank also bought pound-
denominated bonds held on local banks' books 
for the full principal amount plus interest up to 
maturity, instantly boosting their local currency 
reserves. 
By mid-October reserves had risen to $41 billion 

from around $35 billion before the financial 
operations. Since then they have declined again 
and on 30 April stood at $39.3 billion, according 
to the latest central bank figures.  
Salameh said there was currently no need for 
"immediate special initiatives."  
GROWTH SHORTFALL  

Lebanon's economy has for years been hindered 
by regional unrest, including the war in 
neighbouring Syria, and political crisis at home. 
The IMF said its GDP increased by 1 percent in 
2015 and projected a similar rate for 2016, 
compared with a potential growth rate of 4 
percent.  
Public debt stood at 138 percent of GDP in 
2015.  

Salameh said the appointment of President 
Michel Aoun after a two-and-a-half-year period 
without a president, and the formation of a 
government with Saad al-Hariri as prime 
minister late last year has created a basis for 

better growth, Salameh said. 
But Lebanon is on the brink of crisis again with 
its politicians at odds over an election law at the 
heart of the nation's sectarian system, 
threatening to leave the country without a 
parliament for the first time. 
Parliament's term expires on June 20 and 

without a compromise Lebanon faces what one 
minister has called the most serious political 

crisis since the end of its 1975-90 civil war. 
Salameh said while the IMF was predicting 
growth of 2-3 percent for 2017, the impact of 
the political situation was as yet unclear.  
Salameh has been in his post since 1993 and 

banking figures have called for his term of office 
to be extended past August to send a message 
of stability to markets.  
He told Reuters the government had not yet 
decided if his term was to be extended, but a 
government source said it was likely. 

"The finance minister (Ali Hassan Khalil) sent a 
letter to the council of ministers asking for the 
extension of the term of the governor of Banque 

du Liban by six years," the source said, speaking 
on condition of anonymity. 
"The atmosphere is headed towards approval of 
the appointment, but it is not certain it will 

happen this week."  
Salameh said the central bank does not plan to 

change rates. 

"The central bank has a mandate from the 

government to keep stability for the Lebanese 
pound and there is a necessity to keep interest 
rates stable," he told Reuters. 
 
(Reporting by Lisa Barrington, additional reporting by 
Laila Bassam; Editing by Catherine Evans) 
(( lisa.barrington@thomsonreuters.com ; +961)(0)( 
1954456; )) 
 
 

Moody's says Lebanon's rating 

balances resilient liquidity against high 

debt burden and fiscal deficit 16-May-

2017  

May 15 (Reuters) - Moody's: Lebanon's rating 

balances resilient liquidity against high debt 
burden and fiscal deficit. 

Negative outlook on Lebanon's rating recognizes 
delay in policy action that led to gradual 
deterioration in fiscal balance and infrastructure. 
Expects Lebanon's real GDP growth to accelerate 
to 2.8% and 3.0% in 2017 and 2018, up from 

an annual average of 1.9% in 2011-16. 
Lebanon's government debt is expected to 
reach 137.9% of GDP in 2018. 

Sees expenditures to rise again due to higher 
interest rates, mild recovery in oil price, salary 
adjustment for public-sector employees. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Maldives 

Fitch Assigns Maldives First-Time 'B+' 

Rating; Outlook Stable  

16-May-2017  
HONG KONG, May 15 (Fitch) Fitch Ratings has 

assigned The Republic of Maldives first-time 
Long-Term Foreign- and Local-Currency 

Issuer Default Ratings (IDRs) at 'B+'. The 
Outlook on the ratings is Stable. The Country 

Ceiling is assigned at 'BB-' and the Short-Term 

Foreign- and Local-Currency IDRs at 'B'. 
KEY RATING DRIVERS 
The ratings balance the Maldives' advanced 
economic development, strong GDP growth 
and high government revenue generated by a 
prosperous tourism sector against a high 
government debt burden and low foreign-

reserve buffers. The country's high dependence 

on a single sector causes volatility in economic 
metrics, such as GDP growth, and makes the 
country vulnerable to external shocks and 
domestic developments that undermine the 
Maldives' attractiveness as a tourist destination - 
for example, changes in perceptions of safety. 
The Maldives' success as a prime luxury tourist 

destination has generated relatively high GDP 
per capita of USD9,145 ('B' category median is 
USD3,362). Real GDP growth has proved volatile 
in the last few years, illustrating the dependency 
of the tourism sector on global growth. Fitch 
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expects real GDP growth to pick up to 4.0% in 

2017 and 4.5% in 2018, from 3.9% in 2016, 

due to continued tourism demand and 
construction. New resorts are being built and the 
government has initiated large infrastructure 
projects. These include capacity expansion of 
the main airport; the construction of a bridge 
linking the capital to population centres; an 

advanced medical centre; and new housing. 
Some of these projects seem to have the 
potential to facilitate a surge in tourism in a few 
years, but execution of so many large projects 
at the same time has posed serious fiscal 
challenges. 
The government laid out remedial measures 
to avoid a blow-out of government debt in its 

latest budget announced at end-2016. It 

indicated its intention to significantly increase 
the amount of revenue raised and to cut current 
expenditure to make fiscal space for the large 
construction projects underway. Fitch believes 
the official target of reducing the fiscal deficit 

from the government's estimate of 7.4% of GDP 
in 2016 to 0.5% in 2017 seems highly 
ambitious, but the remedial action should 
significantly lower the deficit to 4.3% of GDP in 
2017 and 3.5% in 2018. On the basis of the 

government's announced measures and 
Fitch's nominal GDP forecast, the agency 
expects general government debt/GDP to fall 

gradually from 72.3% in 2017 to 70.0% in 
2020. At the same time, risks to debt 
sustainability remain and the stabilisation of 
debt, assumed by Fitch, depends on the 
government's willingness and ability to follow 
through on its fiscal consolidation plan. 

The government's ability and propensity to tax 
the luxury tourism sector has led to a revenue 
ratio of 34.9% of GDP, significantly higher than 

the 'B' median of 24.7%. There is still potential 
to further increase the amount of revenue raised 
from tourism if needed, given the likelihood of 
rather inelastic demand in the luxury segment to 
moderate price rises. Government revenue 
forms an important link between tourism and 
other sectors of the economy. 

The level of gross foreign reserves is very low, 

registering USD501.2 million at end-March 2017 
(1.6 months of current account payments), 
especially considering the Maldives Monetary 
Authority's peg of the Maldivian rufiyaa to the 
US dollar. Useable reserves, defined as gross 
reserves minus short-term foreign liabilities, are 

even lower, at USD224.7 million. The risks to 
external balances from the low reserve base are 
mitigated by the persistent current account 
deficits being fully financed by foreign direct 
investment and by the tourism sector both 
earning and spending in US dollars. This implies 

that tourism-related outflows should also fall in 
the case of a sudden drop in tourism-related 
inflows. In addition, the country has managed 

with similarly low levels of foreign-exchange 
reserves for a number of years without 
experiencing an exchange-rate shock. However, 
foreign-debt financing of the large construction 

projects will increase the importance of foreign-

reserve buffers in the years ahead. 

The high dependence on tourism implies the 

economy is vulnerable to sudden events that 
harm the perception of Maldives as a safe and 
reliable tourist destination. Such potential events 
include the emergence of political instability in 
an already-polarised environment or security 
issues. 

Fitch considers that the sovereign's exposure to 
banking-sector risk is relatively low. Private 
credit represents only 39% of GDP and the 
banking system is well-capitalised, with a 
reported Tier 1/risk-weighted asset ratio of 34% 
in 2016. Non-performing loans were high, at 

10.7% of total loans, but are on a declining 
trend from a peak of 21.0% in 2012. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns the Maldives a 
score equivalent to a rating of 'BB-' 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 exposure 
to low reserve coverage in combination with 
high dependence on one sector - tourism - and 

an expected accumulation of external debt in the 
next few years from the execution of large 
infrastructure projects. 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three-year centred averages, 

including one year of forecasts, to produce a 
score equivalent to a Long-Term Foreign-
Currency IDR. Fitch's QO is a forward-looking 
qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 

reflected in the SRM. 
RATING SENSITIVITIES 
The Stable Outlook reflects Fitch's assessment 
that upside and downside risks to the ratings are 
balanced. However, the main factors that could 

lead to negative rating action are: 
•A significant rise in general government 

debt; for instance, caused by a failure of the 
government's fiscal consolidation strategy. 

•Balance-of-payment pressures; for instance, a 
fall in foreign-exchange reserves or a higher-
than-Fitch-expected increase in external debt. 
The main factors that could lead to positive 
rating action are: 

•Policy initiatives that lower general 

government debt to levels closer to the rating 
category median. 

•Strengthening of external buffers through 
accumulation of foreign-exchange reserves. 
•Diversification of the economy by developing 

sectors other than tourism; for example, 
facilitated by implementing structural reforms 

that enhance the business environment. 
KEY ASSUMPTIONS 
•The world economy performs broadly in line 
with Fitch's latest Global Economic Outlook. 
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•Tourism in the Maldives is not severely affected 

by a sudden outburst of political violence or 

security issues. 
  
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Oman 

Oman appoints banks ahead of debut 

public dollar sukuk  

18-May-2017  
By Davide Barbuscia 

DUBAI, May 18 (Reuters) - Oman has 

appointed banks to arrange a global fixed 
income investor call ahead of a potential 
dollar sukuk issuance which would be the first 
public international sale of Islamic bonds by 
the Gulf state. 

The planned sale, expected to raise around $2 
billion, would be in addition to a $3.6 billion 
syndicated loan that Oman is in the process of 

agreeing with Chinese lenders. 
Rating agency Standard & Poor’s downgraded 
the Sultanate to "junk" status last week, citing 
the erosion of the country's external reserves 
and Oman's vulnerability to potential volatility in 
oil prices. 

Despite its budget deficit and the weakening of 

external buffers, Oman issued in early March a 
successful $5 billion international bond -- its 
largest ever -- which drew orders in excess of 
$20 billion. 
Oman has mandated Al Izz Islamic Bank, Citi, 
Dubai Islamic Bank, Gulf International Bank, 
HSBC, JP Morgan and Standard Chartered Bank 

for the planned seven-year sukuk. The banks 
will arrange a global investor call on May 22. 
The offering could also include a 12-year 
tranche, a document issued by one of the banks 
leading the deal showed. 
Oman returned to the international debt 
capital markets last year for the first time 

since 1997.  
It raised a total of $4.5 billion through five- 
and 10-year conventional bonds in June, 
followed by a tap of those bonds in October. It 
also sold a $500 million six-year sukuk in 
June under a private placement. 
In March, the sovereign raised debt at 
maturities of five, 10, and 30 years. 

Oman is rated Baa1 with a stable outlook by 
Moody's, BB+ with a negative outlook by S&P, 

and BBB with a stable outlook by Fitch. 
 
(Editing by Catherine Evans) 
(( Davide.Barbuscia@thomsonreuters.com ;)) 
 
 

Pakistan 

Fitch: Pakistan External Finance 

Pressures Still Manageable  

18-May-2017  

HONG KONG/SINGAPORE, May 18 (Fitch) The 

recent fall in Pakistan's foreign-exchange 
reserves and widening of its current account 
are manageable, and the country is unlikely to 
face significant external-financing difficulties 
in the short term, barring an unexpected 
shock, says Fitch Ratings. 

The three-year IMF-supported programme that 
ended in September 2016 helped drive a general 
improvement in Pakistan's macroeconomic 
stability. In particular, it reversed a sharp 
decline in foreign reserves. 
However, there have been signs of a re-
emergence of external pressures since the end 

of the IMF programme. Foreign reserves, for 

example, fell for five consecutive months from 
October. The current-account deficit reached 
USD2.6 billion in January-March 2017, the 
highest since September-December 2008. The 
widening resulted from slower growth in 
remittances, the rise in global oil prices and 

imports associated with infrastructure projects in 
the China-Pakistan Economic Corridor (CPEC). 
The corridor is part of China's One Belt, One 
Road programme and so far includes projects 
worth more than USD60 billion, with most of the 
finance coming from China. 
Nevertheless, the situation is a long way from 

the one that Pakistan faced prior to the IMF 
agreement in 2013. The decline in foreign 

reserves has been small in the context of the 
large build-up recorded during the IMF 
programme (see chart). The State Bank of 
Pakistan has been able to keep the Pakistani 

rupee stable against the US dollar over the last 
18 months, even during periods of dollar 
appreciation. In contrast, there was a sharp 
depreciation of the rupee in the years leading up 
to the IMF agreement, even as reserves fell at a 
rapid rate. 
Importantly, there does not appear to have 

been a significant deterioration in Pakistan's 
international financing conditions. Yields and 
credit default swaps on sovereign debt have 
generally been on a downward trend since 
mid-2016, and are low compared with 2013. 

The widening of the current-account deficit has 
exceeded our assumptions when we affirmed 
Pakistan's rating at 'B'/Stable in February. We 
had expected higher capital imports and a 

gradual recovery in energy prices to widen the 
current-account deficit to 1.6% of GDP in FY17 
and 2.0% in FY18, from 1.2% in FY16. There is 
now an upside risk to those forecasts, 
particularly in FY17. However, the current-
account deficit is unlikely to widen by enough to 
create significant strains, as long as oil prices do 

not spike higher than we currently expect. 
Moreover, imports related to the CPEC will be 

largely offset by equivalent financing from 
China. 
Nevertheless, Pakistan's large external-financing 
needs undoubtedly expose the country to 

changes in investor sentiment, which could be 
triggered by a reversal of structural reforms or 
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an escalation of political and security threats. 

Looking further ahead, bigger risks may also 

emerge when the funding for CPEC projects 
needs to be repaid and profits start to be 
repatriated. The economy's ability to meet 
external repayments will partly depend on 
whether improved infrastructure can unlock the 
growth potential of its export industries. Poor 

logistical networks and unreliable energy supply 
weigh heavily on the international 
competitiveness of Pakistan's exporters. 
Improvements might spark a significant increase 
business activity, but this positive scenario 
might not materialise if, for example, there are 

disruptions to economic stability or the security 
situation deteriorates. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
 
 

Saudi Arabia 

Don't tighten fiscal policy too fast, IMF 

warns Saudis  

17-May-2017  
DUBAI, May 17 (Reuters) - The International 

Monetary Fund warned Saudi Arabia on 
Wednesday not to tighten fiscal policy too 
fast, saying rapid cuts to the government's 
budget deficit could damage the economy. 

Tim Callen, head of an IMF team which held 
annual consultations with Saudi officials last 
week, said Riyadh's goal of balancing its budget 
was appropriate. Low oil prices in the past 
couple of years have pushed it deep into the 

red. 
But Callen added, "The target of balancing the 
budget, however, does not need to be met in 
2019 as set out in the Fiscal Balance Program 
given Saudi Arabia’s strong financial asset 
position and its low debt.  

"A more gradual fiscal consolidation to achieve 
budget balance a few years later would reduce 

the effects on growth in the near term while still 
preserving fiscal buffers to help manage future 
risks." 
Riyadh has pledged to eliminate the deficit, 
which totalled $79 billion last year, by 2020 
through cuts to spending and energy subsidies 
as well as sharp increases in fees and taxes. 

The strategy is working; the deficit shrank 71 
percent from a year earlier to $6.9 billion in the 
first quarter of 2017, about half the 
government's original projection. But the 
austerity steps have slowed growth in the non-
oil part of the economy to near zero. 
The government's fiscal plan includes more 

energy price reforms as soon as this year, but 
Callen said that while such reform was 
important, "there is scope for a gradual 
implementation to give households and 
businesses more time to adjust." 
In a sign that it is concerned about the economic 

slowdown, the government last month reversed 

one austerity step, restoring financial allowances 

for civil servants that it had cut in September. 
It is not yet clear whether Riyadh is willing to 
relax austerity plans further to boost growth. 
However, authorities have said they plan an 
industrial sector stimulus package in the fourth 
quarter of 2017, which looks likely to involve 

some form of additional spending. 
"The authorities are beginning to make good 
progress in identifying and reducing obstacles to 
private sector growth, including by reducing 
customs clearance times, making it easier to 
start a business, and moving toward completion 

of the new bankruptcy and commercial 
mortgage laws," Callen said. 
 
(Reporting by Andrew Torchia; Editing by Toby 
Chopra) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

South Korea 

Foreigners buy South Korean bonds for 

4th straight month in April  

16-May-2017  
SEOUL, May 17 (Reuters) - Offshore investors' 

buying spree of South Korean bonds lasted 
through a fourth straight month in April, with 
investment mostly focused on treasury paper, 
official data showed on Tuesday. 

Bond holdings by foreign investors rose by a net 
1.4 trillion won ($1.25 billion) in April, less than 
the 2.6 trillion won net increase in March, 
according to Financial Supervisory Service (FSS) 

data.  
Demand for South Korean bonds were strongest 
in Asia, where investors purchased 41.2 trillion 
won. Investors in European regions bought 34.6 
trillion won and those in the U.S. region 13.1 
trillion won.  
By categories, investors purchased 1.3 trillion 

won worth of treasury bonds and 0.8 trillion won 

worth of monetary stabilisation bonds (MSBs). 
 
($1 = 1,117.6500 won) 
(Reporting by Dahee Kim; Editing by Simon Cameron-
Moore) 
(( Dahee.Kim@thomsonreuters.com ; +82 2 3704 
5643; Reuters Messaging: 
dahee.kim@thomsonreuters.com )) 
 
 

Sri Lanka 

Sri Lanka central bank aims to buy 

$1.2 bln from market to boost reserves  

18-May-2017  
•Central bank sets target of $1.2 bln in direct 
market purchases 
•Move comes after S. Lanka misses agreed 
IMF reserves target 

mailto:wailun.wan@fitchratings.com
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•Central bank chief projects $7.2 billion by 
year-end 

By Shihar Aneez and Ranga Sirilal 

COLOMBO, May 18 (Reuters) - Sri Lanka's 

central bank has set a target of $1.2 billion in 
direct market purchases of dollars to boost 
the island nation's reserves this year, the 
monetary authority's chief Indrajit 
Coomaraswamy said on Thursday.  

The move comes after Sri Lanka missed its end-
December reserves target agreed with the 

International Monetary Fund (IMF) for a $1.5 
billion, 36-month loan.  
"That's our target," central bank Governor 
Coomaraswamy told a forum of the Foreign 
Correspondents' Association of Sri Lanka. "Now 
we are beginning to see the reserves build up. 

All in all, we are projecting $7.2 billion by the 
end of the year." 
The central bank early this year decided to stop 
intervening in the market, noting that past 
attempts to defend the currency have been 
followed by sharp falls in the rupee. 
Coomaraswamy said a $1.5 billion inflow from a 

recent sovereign bond, another $450 million 
from a syndicated loan, which is already 
completed, and a fresh $250 million syndicated 
loan in the coming weeks, could help to achieve 
the $7.2 billion year-end reserve target.  
"We have already purchased around $400 
million from the market," he said. 

U.S. dollar inflows have helped the rupee 

stabilise after a sharp fall of around 14 percent 
since January 2015. The central bank, however, 
has been adjusting the spot rupee reference rate 
down, and the currency has fallen 1.8 percent so 
far this year. 

The spot reference rate was last adjusted down 
to 152.50 on May 5, from 150.00 at the start of 
the year.  
The central bank has allowed the currency to 
gradually depreciate since mid-December, 
revising its spot reference rate down multiple 
times as it sought to boost export 

competitiveness and spur a sluggish economy. It 
has said that defending the currency with 
foreign exchange reserves did not "seem 

sensible". 
Dealers said the currency market could panic 
because the move might put the rupee under 
downward pressure.  

"This move will definitely put a lot of pressure on 
the rupee at a time the central bank is not 
defending it and the market is determining the 
exchange rate with lack of supply," a currency 
dealer said asking not to be named.  
 
(Editing by Jacqueline Wong) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
 

 

Vietnam 

Fitch Revises Outlook for Vietnam to 

Positive; Affirms at 'BB-'  

18-May-2017  
HONG KONG, May 18 (Fitch) Fitch Ratings has 

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

affirmed the ratings at 'BB-'. The ratings on 
Vietnam's senior unsecured foreign- and local-
currency bonds are also affirmed at 'BB-'. The 

Country Ceiling is affirmed at 'BB-' and the 
Short-Term Foreign-and Local-Currency IDRs at 
'B'. 

KEY RATING DRIVERS 
Vietnam's ratings reflect strong growth 
performance and prospects, persistent current 
account surpluses, manageable debt service 
costs and sustained foreign direct investment 

inflows. The ratings also reflect a high public 
debt ratio, low foreign-exchange reserve 
buffers, macro-prudential and banking sector 
risks and some structural indicators being 
weaker than those of peers, including per 
capita income and human development 
standards. 

The revision of the Outlook to Positive reflects 
the following key rating drivers: 
Vietnam is building a record of policy-making 

focused on macroeconomic stability. This 
approach, which includes greater exchange-rate 
flexibility and an increasing focus on inflation 
stability, has supported consistently strong 
levels of foreign direct investment (FDI) and 
helped maintain robust economic growth. 
Vietnam's real GDP expanded by 6.2% in 2016, 

taking the five-year average real GDP expansion 
to 5.9%, against the 'BB' median of 3.4%. 
Growth remains supported by the country's 
export-oriented manufacturing sector and steady 
expansion in services, despite weakness in the 
mining and quarrying sectors from the ongoing 

oil and gas industry downturn. Fitch expects real 
GDP growth to improve gradually over the 

forecast period, to 6.3% in 2017 and 6.4% in 
2018, supported by continued FDI inflows into 
the manufacturing sector and strong private 
consumption expenditure. 
Vietnam's foreign-exchange reserves continued 

to improve, rising to USD37.0 billion by end-
2016, from USD28.6 billion at end-2015. This 
improvement was supported by the adoption of 
a new exchange-rate mechanism in early 2016, 
which aims at greater exchange-rate flexibility, 
alongside a strong current account surplus and 
continued robust FDI inflows. However, the new 

regime, in which the central bank sets a daily 
trading range on either side of the reference 

rate, could be tested in a stronger dollar 
environment that results in currency weakness 
among emerging economies dependent on 
foreign capital flows. 

Vietnam's 'BB-' rating also reflects the following 
key rating drivers: 
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Government debt is above the 'BB' median 
and has continued to rise. Based on 

preliminary estimates of the authorities, 
government debt/GDP rose to 53.4% at end-
2016, from 50.1% at end-2015. A broader 
definition of overall public debt that includes 
explicit government guarantees reached 
63.7% at end-2016, just short of the official 
65% debt ceiling. The authorities have 
reaffirmed their commitment to remain within 
the ceiling through fiscal measures and limits 
on guarantee issuance. Fitch expects the 
authorities to avoid breaching the debt ceiling 

using a combination of these measures. 
Proceeds from the 2016-2020 equitization 
programme could also help contain debt over 
the forecast period. 

Fitch estimates a decline in the 2016 fiscal 

deficit to 5.7% of GDP (on the agency's adjusted 
deficit, which is more closely aligned with 
Government Finance Statistics criteria), from 
6.2% at end-2015 as fiscal revenues are 

estimated to have outperformed. The 

authorities have reinforced their commitment 
to lower deficit and debt levels under their 
2016-2020 budget plan. Fitch expects the 
deficit to remain close to 5.7% of GDP over 
2017-2018, absent major revenue reforms. 

Vietnam's rankings on a range of governance 
indicators have improved over the previous few 
years, including on all six dimensions of the 

World Bank's worldwide governance indicators 
from 2014 to 2015. Nevertheless, the country's 

ranking on the composite governance metric is 
at the 39th percentile, still below the 'BB' 
median's 50th percentile. On the Ease of Doing 
Business Index, Vietnam is close to the 'BB' 

median. Vietnam's per capita income and human 
development indicators remain weaker than the 
peer median: per capita income was USD2,172 
at end-2016, ranking at the 37th percentile on 
the UN Human Development Index, compared 
with the USD5,058, or 58th percentile, for the 
'BB' median. 

Vietnam's current account remains in surplus, 
averaging around 4% of GDP for the five years 
ending 2016. Although Vietnam's reserve 
coverage of current external payments is below 

that of its peers, at 2.3 months against 4.2 
months of the 'BB' median, a still-high share of 
concessional debt supports its external liquidity 

position. External debt service as a percentage 
of current external receipts was 4.9% at end-
2016, against the 'BB' median's 12.9%, although 
this advantage is likely to start declining in 2017 
when Vietnam is scheduled to graduate from the 
World Bank's International Development 

Association eligibility criteria, leading to higher 
funding costs. The sovereign has been 

increasing its share of domestic debt 
financing to prepare for the reduced access to 
concessionary financing. 

Although Fitch's banking sector outlook for 
Vietnam is stable, some challenges remain. The 
agency believes the large stock of non-

performing loans (NPLs) is likely to take time to 
resolve due to legal impediments, and the 2.5% 
reported system NPL ratio at end-2016 

understates actual asset quality issues. In 

addition, structural systemic weaknesses 

remain, as evident from thin capital buffers and 
weak profitability. We believe recapitalisation 
needs of the banking sector remain a risk for the 
sovereign. Further, while improving economic 
performance is likely to support lower NPL 
formation, a rapid and sustained increase in 

credit growth poses a risk to financial stability in 
the medium term. Overall credit growth at end-
2016 was around 18% (2016 target: 18%-20%) 
and the official credit growth target for 2017 has 
been capped at 18%. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Vietnam a score 
equivalent to a rating of 'BB+' 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 

qualitative overlay (QO), relative to rated peers, 
as follows: 
•Public Finances: -1 notch to reflect relatively 
high contingent liability risks stemming from 
government guarantees for state-owned entities 
and potential banking sector recapitalisation 
costs. 

•Structural Features: -1 notch to reflect 
continued risks to macro-stability, including 
rapid credit growth and unresolved legacy issues 
in the banking sector. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 

variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a Long-Term Foreign-
Currency IDR. Fitch's QO is a forward-looking 
qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 

are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that, individually or 
collectively, might lead to positive rating action 

are: 
•Maintenance of continued macroeconomic 

stability, low and stable inflation and a build-up 
of external buffers. 
•Greater confidence in the government's 

ability to achieve fiscal consolidation, 
resulting in a reduction in fiscal deficit and 
government debt. 

•Sustainable resolution of structural weaknesses 
in the banking sector. 

The main factors that could lead to negative 
rating action, individually or collectively, are: 
•A shift in the macroeconomic policy mix that 
results in macroeconomic instability, higher 
inflation and a rise in external imbalances. 

•Depletion of foreign-exchange reserves on a 

scale sufficient to destabilise the economy or 
deter foreign investment. 
•Crystallisation of contingent liabilities on the 

sovereign's balance sheet, which add to the 
government debt burden. 
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KEY ASSUMPTIONS 

•Global economic assumptions are consistent 

with Fitch's latest  brief 
 •No escalation of regional or geopolitical 
disputes to a level that disrupts trade and 
financial flows. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 

Additional information is available on 
www.fitchratings.com 
 

EUROPE 

 

Croatia 

Croatia to offer 350 mln HRK, 10 mln 

EUR in T-bills  

18-May-2017  

ZAGREB, May 18 (Reuters) - Croatia will offer 

350 million kuna ($52.19 million) and 10 
million euros ($11.11 million) worth of 
treasury bills at an auction next week, the 
finance ministry said on Thursday. 

On May 23, the ministry will offer one-year 
papers in separate auctions denominated both in 
euros and in the national kuna currency. It also 
occasionally auctions three-month and six-

month bills. 

Some 450 million kuna worth of bills mature 
next week. 
At a previous auction, held on May 2, the 
ministry raised 409 million kuna worth of one-
year bills.. 

The euro-denominated bills were last auctioned 
on Nov. 29, 2016. 
The benchmark overnight rate on the local 
money market was quoted at 0.38 percent on 
Thursday, and the one-year rate at 0.84 
percent. Daily market rates change at 0900 
GMT. 

 
($1 = 6.7063 kuna) 
($1 = 0.9004 euros) 
(Reporting by Igor Ilic) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053;)) 
 
 

Czech Republic 

IMF sees Czech growth picking up in 

2017, second straight budget surplus  

15-May-2017  
PRAGUE, May 15 (Reuters) - Czech economic 

growth will pick up to 3 percent in 2017, 
driven by domestic demand, while public 

finances should show a second year of 
surplus, the International Monetary Fund said 
on Monday. 

The IMF, in a concluding statement following an 
annual mission to the central European country, 
also said the future path of the crown currency 

was highly uncertain in the outlook and the 

exchange rate can be erratic given unwinding of 

positions after the central bank ended its cap on 
the exchange rate in April. 
Rapid credit growth in the country raised 
concerns some households were becoming 
overstretched, the mission said. It 
recommended the central bank get binding 

powers to limit different loan and debt ratios, 
which are part of legislation currently in 
parliament. 
 
(Reporting by Jason Hovet; Editing by Jan Lopatka) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
 
 

Hungary 

Hungary says 2017 budget gap may be 

below forecasts  

16-May-2017  
BUDAPEST, May 16 (Reuters) - Hungary's 

budget deficit could come in "slightly better" 
than the government's 2.4 percent of gross 
domestic product target this year, the 
economy minister said on Tuesday after 
stronger-than-expected first-quarter 
economic growth data. 

Economy Minister Mihaly Varga told a news 

conference that Hungary may not tap 

international markets with a foreign currency 
bond this year even though its 2017 financing 
plan reckoned with issuance worth about a 
billion euros. 
Varga added however that Hungary may issue a 
smaller amount of onshore Chinese renminbi 

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

Hungary central bank says 2018 deficit 

plan does not match EU criteria  

16-May-2017  
BUDAPEST, May 16 (Reuters) - The National 

Bank of Hungary said on Tuesday the 
government's 2018 budget bill was "not in 
sync" with EU criteria, and reserves should 
not be spent if the state wanted to meet a 
deficit target in 2018, an election year. 

The deficit target of 2.4 percent of gross 

domestic product is based on a 4.3-percent 
growth assumption by the government, higher 
than the NBH's own 3.7 percent growth 

projection, the bank said. 
The structural deficit, counted without one-offs, 
is not in sync with a goal of 1.5 percent of GDP 

based on EU criteria and Hungary's own 
convergence programme, compared to 2.4 
percent planned now, it said. The 0.9 percentage 

http://www.fitchratings.com/
mailto:gergely.szakacs@tr.com
https://twitter.com/szakacsg
rm://gergely.szakacs.thomsonreuters.com@reuters.net/
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point difference translates to about 1 billion 

euros. 

 
(Reporting by Marton Dunai and Sandor Peto; Editing 
by Andrew Heavens) 
(( marton.dunai@tr.com ; +36-1-327-4742; 
https://twitter.com/mdunai; Reuters Messaging: 
marton.dunai.thomsonreuters.com@reuters.net )) 
 
 

Lithuania 

Lithuania marketing dual-tranche euro 

deal  

19-May-2017  
By Robert Hogg 

LONDON, May 19 (IFR) - The Republic of 

Lithuania is seeking to take advantage of a 
rally in rates and demand for duration after it 
dropped a proposed 20-year note in favour of 
a 30-year tranche. 

The sovereign announced on Wednesday a 
mandate to issue 10-year and 20-year bonds 
through a dual-tranche offering. But with 30-
year Bund yields 5bp lower over the course of 

the week, the issuer is extending its curve even 
further by replacing the planned 20-year note 
with a 30 year.  
Lithuania is marketing notes due May 2027 at 
low to mid 30s over mid-swaps, equivalent to a 
yield of around 1.15% at the wide end of the 

pricing range. It is offering the due May 2047s 

at plus 75bp area, or a yield of about 2.20%. 
Lithuania has October 2026 bonds trading at a 
Z-spread of 29bp, according to Trade web. It 
also has outstanding October 2035s at plus 
36bp. 
Another way investors may calculate fair value is 

by comparing the pricing with similar-rated 
Latvia.  
Latvia has October 2026s trading at a Z-spread 
of 17bp, according to Trade web, and its 
February 2047s are at plus 71bp.  
The deal is today's business via BNP Paribas 
(B&D) and JP Morgan. The bonds are intended to 

be eligible for the ECB's PSPP. Lithuania is rated 

A3/A-/A-. 
 
(Reporting by Robert Hogg; editing by Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 20 7542 
9077;)) 
 
 

Poland 

Polish finance ministry says sold EUR 

2.2 bln on market in 2016  

15-May-2017  
WARSAW, May 15 (Reuters) - Poland's finance 

ministry exchanged foreign currencies worth 
2.2 billion euros ($2.41 billion) into zlotys on 
financial markets in 2016, less than the 6.4 
billion euros exchanged in 2015, the ministry 
said in a statement on Monday. 

The ministry can exchange the billions of euros 

it receives in European Union funds on financial 

markets or at the central bank, with the latter 

way having less impact on the zloty exchange 
rate. 
The ministry also said that it conducted zloty-
denominated interest rate swap (IRS) 
transactions with a notional value of 27.0 
billion zlotys in 2016. The ministry did not 
conduct such IRS transactions in 2015. 
"The aim of these transactions was to 

distribute debt servicing costs over time 
within the years 2016-2017," the ministry 
said.  
"As a result of concluded transactions debt 
servicing costs in 2016 has risen and in 2017 
has decreased by 1.4 billion zlotys." 

 
($1 = 0.9111 euros) 
(Reporting by Marcin Goettig) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

IMF urges Poland to tighten fiscal 

policy 

18-May-2017  
WARSAW, May 18 (Reuters) - The Polish 

government should tighten fiscal policy as 

soon as possible to take advantage of a strong 
cyclical upswing in the economy, the 
International Monetary Fund (IMF) said in a 
statement concluding its annual mission to 
the country. 

"Fiscal consolidation should start as soon as 
possible to take advantage of the cyclical 
upswing," the IMF said. "During 2018–19, the 
structural deficit should be reduced by 0.5 

percent of GDP each year to reverse the current 
pro-cyclical stance and to build a 'safety buffer'."  
The IMF added that the near-term economic 
outlook for Poland is balanced, while the 
monetary policy stance appropriate. 
"The monetary stance is appropriate for now, 
but the central bank should stand ready to raise 

the policy rate if accelerating core inflation 
threatens the inflation objectives," the IMF said. 

 
(Reporting by Marcin Goettig; Editing by Marcin 
Goclowski) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Romania 

Romania sells 342 mln lei of July 2027 

treasury bonds  

15-May-2017  

BUCHAREST, May 15 (Reuters) - Romania sold 

a higher than planned 342 million lei ($82.41 
million) of July 2027 treasury bonds on 
Monday, with the average accepted yield set 
at 3.68 percent, central bank data showed.  
Debt managers last sold the paper in March at 
an average yield of 4.07 percent. 

mailto:marton.dunai@tr.com
https://twitter.com/mdunai;
rm://marton.dunai.thomsonreuters.com@reuters.net/
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So far this year, Romania has sold 16.7 billion lei 

and 240 million euros of domestic bills and 

bonds. It has tapped foreign markets for 1.75 
billion euros of 2027 and 2035 Eurobonds. 
 
($1 = 4.1501 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 
 

Russia 

Russian government approves lower 

2017 budget deficit of 2.1 pct/GDP  

18-May-2017  

MOSCOW, May 18 (Reuters) - Russia's 

government has approved lowering this year's 
planned budget deficit to 2.1 percent of gross 
domestic product, as proposed by the finance 
ministry, Finance Minister Anton Siluanov said 
on Thursday. 

The finance ministry on Wednesday suggested 
cutting the 2017 budget deficit by 829 billion 

roubles ($14.34 billion) to 1.92 trillion roubles 
because it now expects higher budget revenues 
than it had previously. 
Russia had initially targeted a 2017 deficit of 
2.75 trillion roubles, or 3.2 percent of GDP. 
But the finance ministry now expects oil prices 

to average more this year than the $40 a barrel 

it used for its initial calculations, and the 
government has turned more bullish on Russia's 
growth prospects. 
The lower budget deficit still needs to be 
approved by Russia's parliament and President 
Vladimir Putin, who has called for a balanced 
budget. 

 
($1 = 57.8199 roubles) 
(Reporting by Darya Korsunskaya; Writing by 
Alexander Winning; Editing by Larry King) 
(( alexander.winning@tr.com ; +7 495 775 1242; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
 
 

Serbia 

Serbia secures budget surplus in Q1, 

cuts debt  

19-May-2017  
BELGRADE, May 19 (Reuters) - Serbia posted a 

budget surplus in the first quarter of 1.2 
percent of GDP and cut debt by 274 million 

euros ($305 million) on the back of reforms 
that are a part of a loan deal with the 
International Monetary Fund, the central bank 
said on Friday. 

Under the three-year 1.2 billion euro 
precautionary arrangement with the IMF which 
expires in 2018, Serbia improved budget 
revenues, reduced public sector wages and 

pensions and pledged to dispose of remaining 

state-owned firms. 
In its quarterly report on inflation, the bank 
said three-year goals set with the IMF -- the 
fiscal consolidation targets and debt-to-GDP 
ratio -- have been achieved a year earlier than 
planned.  

"The consolidated budged surplus in the first 
quarter (of 2017), led by higher than-expected 
rise of fiscal revenues, amounted to 11.8 billion 
dinars ($107 million) or 1.2 percent of GDP," it 

said.  
Initially, Serbia and the IMF set the consolidated 
budget deficit, which involves spending of 
municipalities and some state firms, at 32 billion 
dinars in the first quarter. Serbia targets 2017 
year-end deficit 1.7 percent of national output.  
"Significant fiscal efforts have resulted in the 

reduction of debt ... which at the end of March 
amounted to 24.5 billion euros, down from 24.8 
billion euros at the end of 2016," it said. 
The bank also said that the level of non-
performing loans of the domestic banks at the 
end of March stood at 16.8 percent, the lowest 

in seven years and down from 19.5 in the last 
quarter of 2016.  
Last week the bank decided to keep its 
benchmark rate unchanged at 4 percent for the 
10th consecutive month, opting to watch global 
monetary policy trends and keep a lid on rising 
domestic inflation. 

Inflation in April rose to 4 percent, up from 3.6 
percent in March, still inside bank's 2017 

inflation target of 3 percent, give or take 1.5 
percentage points.  
 
($1 = 0.8977 euros) 
($1 = 110.0600 Serbian dinars) 
(Reporting by Aleksandar Vasovic; Editing by Ivana 
Sekularac) 
(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
 
 

Slovakia 

Slovaks raise 2031 bond sale to EUR 

144.8 mln after top-up round  

15-May-2017  
Adds top-up round 
PRAGUE, May 15 (Reuters) - Slovakia sold 

144.8 million euros ($158.82 million) worth of 
1.625 percent state bonds due in January 
2031 in competitive and non-competitive 
rounds of at an auction on Monday, the 
finance ministry's Debt and Liquidity 

Management Agency (ARDAL) said.  
The bid/cover ratio in the competitive round was 
2.40, compared to 1.79 in the previous sale in 
April.  
ARDAL had indicated it aimed to sell around 150 
million euros worth of this paper. 

 
 ($1 = 0.9130 euros) 
(Reporting by Mirka Krufova; Editing by Robert Muller) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
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Turkey 

Turkish budget hit by deficit due to 

steps to boost economy  

15-May-2017  
ANKARA, May 15 (Reuters) - The Turkish 

central government budget showed a deficit 
of 17.88 billion lira ($5 billion) in the first four 
months of the year, fueled by government 
steps to boost economic growth, Finance 
Minister Naci Agbal said on Monday. 

In a written statement, Agbal said the rising 
budget deficit trend will become more moderate 

as these measures come to an end, while a pick-

up in economic activity and a rise in tax 
revenues were expected to continue in the 
coming months. 
 
($1 = 3.5660 liras) 
(Reporting by Orhan Coskun and Nevzat Devranoglu; 
Writing by Daren Butler; Editing by David Dolan) 
(( daren.butler@tr.com ; +90-212-350 7053; Reuters 
Messaging: 

daren.butler.thomsonreuters.com@reuters.net )) 
 

LATIN AMERICA   

 

Argentina 

Argentina OKs issue of $20 bln in debt 

for repo transactions  

15-May-2017  

BUENOS AIRES, May 15 (Reuters) - Argentina 

has authorized issuance of up to $20 billion in 
debt instruments to be used in repo 
operations under U.S. and British law, the 
government said on Monday. 

The transactions, to take place under opportune 
market conditions, are part of the government's 
2017 financial program, according to a decree 
published in the official gazette.  

A repo, or repurchase agreement, is a form of 
short-term borrowing for dealers in government 
securities.  
To get the best terms, the government plans 
to extend the legal jurisdiction of the 
operations to courts in New York and London, 
it said. Debt instruments governed by U.S. and 
British law are often considered more 
valuable and fetch higher prices than 

obligations subject to Argentine courts. 

The country has repeatedly defaulted on its 
sovereign bonds. It battled for years with 
creditors before reaching a settlement in 2016 
that allowed it to re-enter the global credit 
markets. 

President Mauricio Macri was elected in late 

2015 on the promise of "normalizing" 
Argentina's economy and financial markets after 
years of heavy state intervention and non-
payment of international debt obligations under 

the previous government. 

 
(Reporting by Walter Bianchi; Writing by Hugh 
Bronstein; Editing by Jeffrey Benkoe and Sandra 
Maler) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
 
 

Brazil 

Brazil could raise up to $1 bln in debt 

renegotiation  

17-May- 
BRASILIA, May 17 (Reuters) - The Brazilian 

government expects to collect between 2 
billion and 3 billion reais ($637 million to 

$955 million) this year from a renegotiation of 
corporate debts owed to federal agencies and 
authorities, two government sources told 
Reuters on Wednesday.  
President Michel Temer is likely to issue the 
presidential decree later this week to start 
renegotiating the fees and fines following recent 
efforts aimed at tax debts, the officials said. 
The extra income would allow the government to 

reduce its public spending freeze for this year, 
the officials said. 
In March, the government announced a 
spending freeze of 42.1 billion reais to meet its 

primary budget deficit goal of 139 billion reais. 
The government also plans to include an extra 4 

billion reais in expected revenue from the 
auction of oil rights later this year, the officials 
said. The government will reveal its new 
estimates in its bimonthly fiscal report on 
Monday.  
 
($1 = 3.14 reais) 
(Reporting by Marcela Ayres; Writing by Alonso Soto; 
Editing by Chris Reese and Lisa Shumaker) 
(( brad.c.haynes@tr.com ; +55 11 5644 7725; 

Reuters Messaging: 
brad.c.haynes.thomsonreuters.com@reuters.net )) 
 
 

Brazil announces extra local debt 

auctions to curb volatility  

18-May-2017  

SAO PAULO, May 18 (Reuters) - Brazil will offer 

to buy or sell local-currency debt to curb 
mounting financial market volatility, the 
National Treasury said in a statement on 
Thursday, amid a political scandal ensnaring 
President Michel Temer. 

The Treasury will hold debt auctions on May 19, 
22 and 23, offering fixed-rate bonds due on 
2018, 2019, 2020, 2023 and 2027; and 

inflation-linked bonds due on 2022, 2026, 2035 
and 2055, the statement added. 

 
(Reporting by Bruno Federowski; Editing by Christian 
Plumb and Chizu Nomiyama) 
(( Bruno.Federowski@thomsonreuters.com ; 55 11 
5644 7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 

mailto:Bruno.Federowski@thomsonreuters.com
rm://bruno.federowski.thomsonreuters.com@reuters.net/
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Brazil bonds tumble on Temer payoff 

report  

18-May-2017  
By Paul Kilby 

NEW YORK, May 18 (IFR) - A report that 

Brazil's President Michel Temer had approved 
a hush-money payoff left the country's bond 
markets in disarray on Thursday as investors 
reassessed their views of the sovereign.  

Spreads on Brazil's five-year credit default 
swaps were off their intra-day wides by early 
afternoon, but were still about 60bp weaker at 
268bp, according to Thomson Reuters data. 

Cash bonds remained under pressure, however, 
with Brazil's 2026s quoted at around 106.00-

106.50, or close to four points lower on the day.  
A report that Temer was caught on tape 
discussing a payment to jailed former house 
speaker Eduardo Cunha to prevent him from 

testifying unsettled a buyside that had been 
betting on an improving credit scenario for 
Brazil. 
"It took a lot of people by surprise," said Ricardo 
Navarro, a portfolio manager at asset 
management firm Noctua. "Political risks were 
not necessarily priced in." 

This follows a substantial rally in Brazilian asset 
over the last few months on hopes that the 
economy was finally on the mend following a 

bribery investigation that has ensnared swathes 
of the country's political and business classes.  
It was only last week that spreads on 
sovereign's five-year credit default swaps broke 

through the 200bp mark for the first time since 
January 2015, according to Thomson Reuters 
data. 
But with Temer now at the center of Brazil's far-
reaching corruption scandal, many prior 
assumptions are in doubt.  

"A lot of people came late to the trade with low 
conviction, and you may see a lot those flows go 
away," Navarro said. 
The government's reform agenda on which 
markets had placed such high hopes could well 

be sidelined, raising doubts about the country's 
ability to get its fiscal house in order. 

"The most immediate risk is that the pension 
and social security reform is dead in its tracks," 
said Sean Newman, a senior portfolio manager 
at Invesco. 
If Temer resigns - something he has so far has 
resisted - reforms could still go through.  
"There is still support in Congress, so if Temer 

resigns and we get an election, we still have a 
path for reform," said Jim Barrineau, co-head of 
emerging market debt at Schroders. 
"But if he doesn't reign and decides to fight this 
for an extended period, that is a much messier 

situation." 

The latest news will also likely put the brakes on 
new issuance out of the country, with state-
owned oil company Petrobras having only just 
tapped its curve on Monday for US$4bn. 
Some investors are already making a case for 

the Petrobras tap to be recalled following 

Thursday's steep sell-off. 

"Primary Brazil will be quite dead for a while," 
said a banker.  
Spillover into other LatAm countries - 
particularly Argentina, which has strong trade 
links with its neighbor to the north - was also 
being felt.  

A peso bond scheduled this week from the 
Province of Buenos Aires failed to emerge on 
Thursday after the borrower completed 
roadshows on Wednesday.  
But any fallout is expected to be contained.  
"Back when the Brazil saga broke two years ago, 

there was limited contagion, and we think the 
same situation will play out now," said Invesco's 
Newman. 

 
(Reporting by Paul Kilby; Editing by Marc Carnegie) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

Colombia 

Colombia rating outlook facing risk of a 

cut  

16-May-2017  

LONDON, May 16 (Reuters) - Colombia's credit 

rating outlook could be cut to negative 
because of its government's current lack of 
financial market credibility, as well as weak 
economic growth, rating firm Moody's said on 
Tuesday.  

Moody's head of Latin American sovereigns, 
Mauro Leos, said at a conference hosted by the 
firm, that investors seemed to not fully trust 

promises made by the Colombian government. 
Its growth rate is expected to fall below 2 
percent this year and is one of few countries to 
have twin fiscal and current account deficits, he 
added. 
"I think the risk is that there could be elements 
that lead to a negative outlook (for Colombia's 

Baa2 stable rating)," Leos said. 

"Their biggest problem right now is a lack of 
credibility in the market, with market 
participants... You sense that." 
"That plus the fact that this year the economy is 
going to be quite weak. The central bank has 

provided its projections for this year and now 
they are at 1.8 percent." 
Leos added, however, that for the time being 
Colombia's debt to GDP ratio was about 40 
percent which was "more or less" in line with 
its Baa2 rated peers. 

 
(Reporting by Marc Jones Editing by Jeremy Gaunt) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs)) 
 

mailto:paulj.kilby@thomsonreuters.com
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Mexico 

Moody's eyeing Mexico rating decision 

by year end or early 2018  

16-May-2017  
LONDON, May 16 (Reuters) - Moody's is likely 

to make a decision on whether to stabilise or 
downgrade Mexico's credit rating towards the 
end of the year or early in 2018, one of the 
firm's top analysts said on Tuesday. 

Moody's put Mexico's A3 rating on a negative 
outlook - effectively a downgrade warning - in 

March last year and held it there after Donald 
Trump's U.S. election win raised fears about a 
clamp down on trade between the two countries. 

Although uncertainty remains, the chances of an 
extreme scenario where the United States 
scraps the North American Free Trade 
Agreement (NAFTA) it has with Mexico and 

Canada, or imposes broad tariffs on Mexican-
made goods, look to have receded. 
"The A3 negative outlook that we have (on 
Mexico) may be revised towards the end of the 
year or early next year depending on what we 
see in terms of progress of the (NAFTA) 
negotiations," Moody's head of Latin American 

sovereigns, Mauro Leos, said at a conference 
hosted by the firm. 
He said that the firm could delay the decision if 

the NAFTA renegotiations didn't look like they 
would be concluded by the end of the first 
quarter of next year, in time for Mexico's 

presidential elections. 
 
(Reporting by Marc Jones) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
 

AFRICA 
 
 

 

A decade after debt forgiveness, Africa 

still hooked on dollars  

19-May-2017  
By Sujata Rao and Karin Strohecker 
LONDON, May 19 (Reuters) - When rich 

countries wrote off billions of dollars of 

African debt in 2005, they hoped governments 
would think twice about borrowing again in 
costly foreign currencies.  
Over a decade later, most sub-Saharan 
African countries still rely on U.S. dollar-
denominated debt to finance their economies. 
Some investors say this is sowing the seeds of 
future debt crises if local currencies devalue 
and make dollar debt repayments more 
expensive. 

Aside from South Africa and Nigeria, 

governments have not yet done enough to 
develop capital markets that would have allowed 
them to raise more money in their own 

currencies, investors say.  

United Nations trade body UNCTAD estimates 

that Africa's external debt stock rapidly grew to 
$443 billion by 2013 through bilateral borrowing, 
syndicated loans and bonds. But since then 
sharp currency devaluations across the continent 
have pushed up the cost of servicing this debt 
pile, which continues to grow.  

"We all thought (Africa) was going to be the next 
emerging market. Governments should have 
been getting rid of dollar liabilities and moving 
into local currency liabilities, which is what Brazil 
did 20 years ago and Mexico 30 years ago," said 
Bryan Carter, head of emerging debt at BNP 

Paribas Investment Partners. 
In 2007 Carter was optimistic enough to hold a 
third of his fund in sub-African local debt. Now 

he has zero exposure outside of South Africa, he 
said, adding: "They just fell back into the 
'original sin' trap of borrowing in dollars." 
After the debt, owed to multilateral 

organisations such as the International Monetary 
Fund, was wiped out, investors such as Carter 
were prepared to accept the risks of buying local 
currency bonds, in exchange for higher returns.  
That would have allowed governments to run 
their economies, regardless of exchange rate 
moves between the U.S. dollar and domestic 

currencies. Currency and interest rates 
fluctuations have long been a source of 
emerging market crises.  
Stimulating local bond markets, could have 
helped start a domestic savings and 
investment industry and also helped to reduce 
the reliance on commodities exports - a major 
source of the dollar income needed for debt 
repayments. 

LITTLE PROGRESS 
But there's been little progress on the steps 
needed to foster local debt markets - pension 
reform, inflation targeting and making 
currencies more flexible. Those markets that 
have emerged are small and with low trading 
volumes, a similar story to many African equity 

markets. 
Data from Frankfurt-based index provider 
Concerto Financial Solutions shows 37 sub-
Saharan African nations with outstanding 
local currency debt of just under $260 billion 
by end-2016. 

Of that $146 billion is from Africa's most 
developed economy, South Africa, while Nigeria 
accounted for $40 billion - the only African 

markets big and liquid enough to qualify for the 
GBI-EM index, widely used by emerging debt 
investors 
Concerto said stripping out South Africa, 16 
African countries have borrowed roughly $30 
billion in bonds since 2007. In addition, China 

has extended tens of billions of dollars in loans 
and some countries have new debts to 
multilateral lenders. 

"While Africa's current external debt ratios 
currently appear manageable, their rapid growth 
in several countries is a concern and requires 
action if a recurrence of the African debt crisis of 

the late 1980s and the 1990s is to be avoided," 
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UNCTAD warned last year.  
Other emerging markets in contrast have 
shifted almost entirely to borrowing at home. 
Debt denominated in emerging currencies 
totals about $15 trillion, or 80 percent of the 
developing world's bond stock.  

EFFORTS AND ACHIEVEMENTS  
Investors do note some positives such as 
better regulation, growing pension assets and 
longer 10-20 year bond tenors in many 
countries. Kenya recently sold the world's 
first mobile phone-based bond to ordinary 

citizens and Ghana last month auctioned $2.2 
billion in cedi debt, the largest ever daily 
transaction in sub-Saharan Africa. The deal 
attracted Michael Hasenstab, Franklin 
Templeton's high-profile fund manager. 

A Ghanaian official said, speaking on condition of 

anonymity, the government would focus this 
year on extending the maturity of domestic 
bonds and would not issue Eurobonds. 

Zambian finance minister Felix Mutati too said 
he wanted domestic borrowing to be the first 
port of call in future, noting the 2017 budget 
was being financed largely on domestic markets.  
"The domestic market, you cannot just go and 
dip a bucket into it. It is a delicate operation, the 
reason being that government borrowing can 

crowd out the private sector," Mutati told 
Reuters, when asked why the government had 
continued borrowing from overseas. 
Some argue external borrowing is key in the 
early stages of a country's development. 

"The (foreign) borrowing has been invested in 

infrastructure projects that will drive growth....it 
is setting the base for future economic 
performance," Rwandan central bank governor 
John Rwangombwa said. 
GROWING EXPONENTIALLY 
There is no exact data on volumes in local 
markets. But Kenya, one of the bigger markets 

with some $12 billion worth of Treasury bonds, 
trades the equivalent of $16.5 million daily, 
stock exchange data shows. South African bonds 
trade $2 billion daily. 
"Liquidity is never big enough for offshore 
investors to really play in and out of the 

market," said Delphine Arrighi, a fund manager 

at Old Mutual Global Investments. 
But what is a headache for foreign investors has 
serious consequences for countries and some 
are already apparent. 
Lack of liquidity, transparency and hedging 
mechanisms contribute to keeping local 
borrowing costs high and external debt ratios 

have soared as African currencies collapsed 
against the dollar from 2013. Zambian 
government debt has doubled since 2012 and 
three-quarters is in foreign currency, up from 
40 percent back then.  
Ghana's debt is over 60 percent of annual 
economic output, from 50 percent in 2005. 
Half is in dollars.  
Mozambique's debt default last year may be 
the first of many, some fear. 

"The debt of these countries has just grown 

exponentially and so now they have no hope of 
getting there with either a new round of debt 

relief or default and restructuring," Carter of 

BNPIP said. "The priority right now is that they 

absolutely must stop borrowing in dollars." 
 
(Additional reporting by Duncan Miriri in Nairobi; 
Clement Uwiringiyimana in Kigali; Chris Mfula in 
Lusaka and Matthew Mpoke Bigg in Accra; editing by 
Anna Willard) 
(sujata.rao@thomsonreuters.com ; 44 20 7542 6176 ; 
Reuters Messaging: 
sujata.rao.thomsonreuters.com@thomsonreuters.net)  
 
 

Egypt 

Egypt to issue $1.5 bln-$2 bln 

Eurobond within one week  

15-May-2017  

CAIRO, May 15 (Reuters) - Egypt will issue a 

Eurobond of between $1.5 billion and $2 
billion within the next week, Finance Minister 
Amr El Garhy told Reuters on Monday. 

Egypt sold $4 billion of Eurobonds in three 
tranches in January, raising twice as much as 
targeted and at lower yields than expected. 
A second issuance with high turnout in just five 

months would suggest growing appetite among 
foreign investors for Egypt, which has struggled 
to revive its economy following a political 
uprising in 2011. 
The country has sought a variety of funding 
sources to plug its financing needs as it 
pushes through ambitious economic reforms 
that include subsidy cuts and tax hikes as part 
of a three-year $12 billion IMF programme 

widely praised by economists and investors. 

In April the government raised the cap on the 
maximum amount of dollar bonds it can issue on 
international markets per year to $7 billion from 
$5 billion, paving the way for another Eurobond 
issuance. 
It said at the time that the Ministry of Finance 

was seeking to obtain additional financing in the 
face of a rise in interest rates on the domestic 
market and to increase U.S. dollar reserves held 
by the central bank. 
The new bonds will not require a second 
roadshow as they will be part of the same 
debt programme issued in January. 
 
(Reporting by Ehab Farouk; Writing by Eric Knecht; 

Editing by Toby Chopra and Raissa Kasolowsky) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
 
 

IMF backs Egypt plan to remove fuel 

subsidies in three years, ease inflation  

17-May-2017  

CAIRO, May 17 (Reuters) - The International 

Monetary Fund is encouraged by Egypt's 
efforts to remove fuel subsidies within three 
years and push inflation down to single digits, 
IMF Mission Chief for Egypt Chris Jarvis said 
on Wednesday. 

Egypt last year committed to an ambitious 

mailto:eric.knecht@thomsonreuters.com
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economic reform programme that includes lifting 

subsidies, raising taxes, and loosening capital 

controls as part of a three-year $12 billion IMF 
loan. 
Jarvis affirmed on Wednesday that Egypt is 
expected to receive the second loan instalment 
of $1.25 billion within the coming few weeks and 
after the IMF's executive board meets. 

Last week the IMF concluded its first review of 
Egypt's economic reform programme, signing off 
on a staff level agreement to disburse its next 
payment and praising the country's efforts so 
far. 
Speaking on Egyptian television channel CBC, 

Jarvis said the Fund was encouraged by a 
government plan to remove subsidies on fuel 
products within three years, but said that the 

IMF would leave the timing of individual price 
hikes to Egypt. 
The ministry of petroleum has said in recent 
weeks it has not determined when it would next 

raise prices on fuel or by how much. 
Jarvis said Egypt's goal is to push inflation down 
to single digits, which he said is possible within 
three to four years. 
Inflation has soared since Egypt floated its 
currency in November, with year-on-year 
headline inflation at 31.5 percent in April. 

 
(Reporting by Mostafa Hashem; Writing by Eric 
Knecht; Editing by Toby Chopra) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
 
 

Ghana 

IMF says suggests Ghana request 

extension of aid deal  

18-May-2017  
ACCRA, May 18 (Reuters) - The International 

Monetary Fund has suggested to Ghana's 
government that it request an extension to a 

three-year $918 million aid programme due to 
end in April 2018, the Fund's Ghana 
representative Natalia Koliadina said on 
Thursday. 

"We have suggested to the authorities the 
possibility of extending the programme following 
a significant setback in implementation last 
year," she told Reuters. 
 
(Reporting by Kwasi Kpodo; Writing by Matthew Mpoke 
Bigg; editing by John Stonestreet) 
(( matt.bigg@thomsonreuters.com ; +233)(0)( 209 
607-203; Reuters Messaging: 
matt.bigg.thomsonreuters.com@reuters.net )) 
 
 

Ivory Coast 

Ivory Coast dollar bonds fall around 1 

cent on unrest  

15-May-2017  

LONDON, May 15 (Reuters) - Ivory Coast's 

dollar-denominated bonds fell on Monday as 
two of the country's biggest cities were hit by 
gunfire and fighting, with the military 
pressing to crush a nationwide army mutiny 
over bonuses. 

Data from Tradeweb showed that bonds 
maturing in 2024 fell 0.8 cent in price to a 
three-week low while the 2028 issue lost 1.2 
cent to hit its lowest level in 10 days. 

Ivorian soldiers are revolting over delayed bonus 
payments promised by the government after a 
mutiny in January but not fully paid as a collapse 
in the price of cocoa, Ivory Coast's main export, 
caused a revenue crunch. 
 
(Reporting by Sujata Rao) 

 sujata.rao@thomsonreuters.com ; 44 20 7542 6176 ; 
Reuters Messaging: 
sujata.rao.thomsonreuters.com@thomsonreuters.net)  
 
 

Mozambique 

Mozambique receives Kroll audit into 

hidden debts  

13-May-2017  
MAPUTO, May 13 (Reuters) - The Mozambican 

Attorney General's office said on Saturday it 
had received an audit carried out by U.S. firm 
Kroll into $2 billion in secret loans taken out 
by state-controlled companies and would 
release the results to the public as soon as 

possible. 

The discovery of the loans to state-owned 
fishing company EMATUM, Proindicus and 
Mozambique Asset Management prompted the 
International Monetary Fund to halt its support 
programme and led to the collapse of 
Mozambique's currency and a debt default. 

The audit's release has been delayed several 
times. 
 
(Writing by Joe Brock; Editing by Mark Potter) 
(( joe.brock@thomsonreuters.com ; +27117753142; 
Reuters Messaging: 
joe.brock.thomsonreuters@reuters.net )) 
 
 

Nigeria 

Nigeria to raise US$3.5bn in foreign 

loans, Eurobonds in 2017  

18-May-2017  
LONDON, May 17 (IFR) - Nigeria plans to raise 

US$3.5bn in foreign loans including from the 
World Bank and from international debt 
markets to help fund its 2017 budget deficit, 
the head of its budget office told Reuters on 
Wednesday. 

The country is in its second-year of recession 
brought on by low oil prices, which has slashed 
government revenues, hammered the naira 
currency and it has struggled to raise funds from 

concessionary organisations such as the World 

mailto:eric.knecht@thomsonreuters.com
rm://eric.knecht.thomsonreuters.com@reuters.net/


 

PDM Network Weekly Newsletter on Emerging Markets 

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

  20 

Bank. 

Budget Office Director General Ben Akabueze 

said US$2bn of the foreign borrowings would 
come from concessionary loans with the balance 
of US$1.5bn from commercial markets including 
the Eurobond market. 
He said Nigeria has a shortfall of US$7.5bn for 
its 2017 budget expenditure. 
"We would look at which options gives us the 
best value including Eurobonds," he told 
Reuters in an interview. 
The government will raise US$4bn from the 
local debt market, Akabueze said. 
The Debt Management Office sold fewer bonds 
than expected at its last auction in May as the 
yields on offer failed to attract foreign 
investors worried about currency risk. 

Nigeria's parliament signed off on a record 

7.44trn naira (US$24bn) budget for 2017 last 
week, aiming to drag the West African country 
out of its first downturn for a quarter of a 
century. 
The plan projects a deficit of 2.21trn naira, 
implying a deficit equivalent to 2.18% of 
Nigerian GDP. 

The budget must now be signed by the president 
to become law. Nigerian President Muhammadu 
Buhari is on leave in Britain and has handed 
over to his deputy Yemi Osinbajo, who will sign 
the budget in Buhari's absence. 
Akabueze said the budget provided a debt 
service amount of 1.8trn naira to pay off 

maturing bonds and interest on domestic and 
foreign loans but lower oil prices had 
weakened its debt service ratios. 
He said improving tax collection and 
consolidating accounts of revenue generating 
agencies will boost debt ratios. 
Nigeria's local-currency debt spiked to 
13.88trn naira last year, up from 8.83trn in 
2015, and is set to rise further, which could 
send interest rates higher at home and choke 
the real economy. 
Last August, Nigeria approved a three-year 

plan to borrow more from abroad so that 40% 
of its loans would come from offshore, 
compared with the previous 16%, and to 
extend its debt maturity profile. 
It has said it planned to borrow as much as 
US$10bn from debt markets, with about half 
of that coming from abroad. 

 
chijioke.ochuocha@tr.com 
©Thomson Reuters 2017. All rights reserved 
 
 

Senegal 

Senegal launches US$1.1bn may 2033 

bond at 6.25%  

16-May-2017  

LONDON, May 16 (IFR) - Senegal has launched 

a US$1.1bn bond due May 2033 at a yield of 
6.25%, according to a lead. 

Investor demand is in excess of US$7.7bn after 
marketing began at 6.50% area. 
The amortiser, which has a weighted average 

life of 15 years, is expected to price today. 

Citigroup, JP Morgan, Natixis, Societe Generale 

and Standard Chartered are the lead managers. 
Senegal is rated Ba3 by Moody's and B+ by S&P, 
both with stable outlooks. 
 
(Reporting by Sudip Roy) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; Reuters Messaging: 
sudip.roy.thomsonreuters.com@reuters.net )) 
 
 

South Africa 

Fitch "very concerned" situation in 

South Africa not improving  

16-May-2017  
By Mfuneko Toyana 
JOHANNESBURG, May 16 (Reuters) - Fitch is 

very concerned that South Africa's economic 
and political situation is not improving, the 
country's second largest federation of trade 
unions said on Tuesday after it held talks with 
the ratings agency. 

In April, Fitch cut South Africa's debt to 

subinvestment, citing the recent cabinet 
reshuffle, when President Zuma fired his third 
finance minister in two years and which it feared 
would weaken standards of governance and 
public finances. 
Firing Pravin Gordhan while he was abroad on an 

investor roadshow and the subsequent sovereign 
downgrade rattled local markets and investors 
worldwide.  
The Federation of Unions of South Africa's 
(FEDUSA) General Secretary Dennis George told 
Reuters that Fitch said it was also worried about 
the lack of progress in reforming state firms. 

"They wanted to know how we see the future 
and what we see happening at the (ruling 
African National Congress) ANC elective 
conference in December," said George, who was 
meant to be part of the contingent 
accompanying Gordhan overseas on the 
roadshow.  

The ruling ANC elects its next leader, who will 

contest national polls in 2019. The cabinet purge 
that saw Gordhan removed is seen by analysts 
as part of a wider power-struggle between 
factions in the party jostling for top positions 
and control of state-owned entities (SOE). 

"Fitch are very concerned about what is 
happening in the country and the fact that 
things are not getting better, they're getting 
worse,' George said.  
"They also agreed with us that we can't keep 
bailing out the state-owned companies," he 
said.  
Government guarantees to state firms are set 
to increase to nearly 500 billion rand ($38 

billion) in 2017, about a quarter of the total 
debt, according to the treasury, which says 
the firms represent a significant risk to 
already stretched finances. 

When Fitch downgraded the rating, it said the 
reshuffle was likely to "undermine progress in 
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SOE governance", raising the risk that the firms' 

debt could migrate onto the government's 

balance sheet. 
Fitch was not immediately available for 
comment. 
 
(Editing by Louise Ireland) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

Zimbabwe 

Zimbabwe's high state spending may 

deepen cash crunch  

15-May-2017  
HARARE, May 15 (Reuters) - Zimbabwe's cash 

shortages could worsen and inflation may be 
triggered if President Robert Mugabe's 
government doesn't temper excessive state 
spending, the International Monetary Fund 
said on Monday. 

The southern African nation has been grappling 
with cash shortages since last year and the 

introduction of a "bond note" currency in 
November has failed to meet demand. 
Without balance of payment support from 
international financial institutions, President 
Robert Mugabe's government has relied on taxes 
and the domestic market for borrowing, sending 

the budget deficit spiralling in 2016. 
"Excessive government spending, if continued, 
could exacerbate the cash scarcity, further 
jeopardize the health of the external and 
financial sectors, and, ultimately, fuel inflation," 
the IMF said after a country visit. 
Official data on Monday showed inflation rising 

to 0.48 percent in April, the second month 
consumer prices have increased following more 
than two years of deflation. 
 
(Reporting by MacDonald Dzirutwe; Editing by Joe 
Brock) 
(macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters 
Messaging:macdonald.dzirutwe.thomsonreuters.com@
reuters.net ) 
 

 
 

 


