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ASIA 
 

Azerbaijan 

International Bank of Azerbaijan 

assets down to $4.9 bln at end March  

16-Apr-2018  
BAKU, April 16 (Reuters) - The International 

Bank of Azerbaijan (IBA) said on Monday its 
assets declined to 8.403 billion manats ($4.9 
billion) by March 31 from 8.695 billion manats 
at the beginning of this year. 

The state-run IBA restructured its $3.3 billion in 
international debt after receiving approval from 

creditors holding 93.9 percent of the affected 

debt. The bank said in November its financial 
recovery was complete and it would be ready for 
privatisation in 2018. 
The bank's assets fell by 28.9 percent year-on-
year to 8.695 billion manats in 2017. 

The bank said on Monday its obligations declined 
to 7.307 billion manats from 7.746 billion on 
January 1.  
 
($1=1.7 manats) 
(Reporting by Nailia Bagirova; writing by Margarita 
Antidze; editing by Christian Lowe) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
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China 

China will fend off risks from bond 

defaults and local gov't debt - state 

planner  

20-Apr-2018  
BEIJING, April 20 (Reuters) - China will fend off 

risks from bond defaults and local 
government debt as it looks to prevent 
systemic financial risks, the state planner said 
on Friday. 

The National Development and Reform 
Commission (NDRC) made the comments on its 
official weibo account after having a meeting on 
the supervision of corporate bond repayment 

risks. 
 
(Reporting by Beijing Monitoring Desk; Editing by Kim 
Coghill) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 

 
 

Georgia 

IMF to allocate $43.6 mln tranche to 

Georgia  

16-Apr-2018  

TBILISI, April 16 (Reuters) - The International 

Monetary Fund said on Monday it would 
allocate a further $43.6 million loan to 
Georgia because it had carried out structural 
reforms to support private sector 
development, improve fiscal performance and 
implement infrastructure projects. 

The credit will be the third tranche under a 
three-year IMF programme totalling $285 
million, bringing total disbursements to $130 
million. 
"Programme performance has been satisfactory, 
quantitative performance criteria for end-
December were met, and the indicative target 

on current spending was only missed by a small 

margin," Mercedes Vera Martin, the IMF mission 
head, said in a statement. 
"The reform programme is advancing well. Most 
structural benchmarks have been implemented." 
The agreement is subject to approval by the 
IMF's executive board. 

Martin said that the ex-Soviet country's 
economic growth was expected to remain strong 
in 2018, with risks to the outlook balanced, 
while the current account deficit was expected to 
widen slightly due to higher oil prices and public 
investment. 

"Sustained implementation of Georgia's 
economic reform programme is expected to 
support higher and more inclusive growth by 

fostering private investment, productivity, and 
competitiveness," Martin said. 
Georgia, a major conduit for carrying Caspian oil 
and gas to Europe, is recovering from falling 

exports and a plunge in the currencies of its 

main trading partners Russia, Turkey and 

Azerbaijan, which depressed economic growth in 

recent years. 
 
(Reporting by Margarita Antidze; Editing by Richard 
Balmforth) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
 
 

India 

Sovereign gold bonds: Govt to launch 

first tranche for FY19 on Monday  

14-Apr-2018  

New Delhi 
The government said on Friday it will launch 
the first tranche of sovereign gold bonds for 
the current fiscal on April 16, offering a 2.5 

per cent annual interest to investors. The 
latest issuance of bonds is part of the 
government's efforts to garner as much as Rs 
5,000 crore from all the three gold schemes this 
fiscal - the same as 2017-18 (Revised Estimate). 

Applications for the bond will be accepted from 
April 16 to April 20, the finance ministry said in 
a statement. Bonds will be issued to eligible 
applicants on May 4. Investors will get the 
interest payable semi-annually on the nominal 
value of investment. 
The sovereign gold bond, gold monetisation 
scheme and Indian gold coin were launched 
by Prime Minister Narendra Modi in late 2015, 
as the government wanted to discourage 
import of the precious metal and curb its 

damaging impact on trade balance. The gold 
schemes are, however, still far from a roaring 
success. The government had budgeted to mop 
up Rs 10,000 crore from the three schemes in 

2016-17, but could raise only Rs 3,451 crore, 
which was equivalent of just around 2 per cent 
of the country's annual consumption. 
Analysts, however, have said the schemes 
provide more choices to investors and could 
potentially be a massive success if designed 

better and once investors are made aware of 

their benefits. Of the two big schemes, gold 
bond has been more popular than the 
monetisation scheme (the government mopped 
up just around 15-20 tonne under the 
monetisation scheme since its launch in 
November 2015, according to industry 

estimates). So the government seems to be 
focussing more on the bond scheme. 
While the interest is taxable, investors have 
been exempted from any tax on capital gains 

from redemption of such gold bonds. The 
indexation benefits will be provided to long-term 
capital gains arising to any person on transfer of 
bond. Bonds will be tradable on bourses within a 

fortnight of the issuance, on a date to be notified 
by the RBI. 
 
with inputs from FE 
Copyright 2018 IE Online Media Services Pvt. Ltd., 
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India Government Bonds Seen Steady 

Ahead Of State Debt Supply  

17-Apr-2018  
By Dharam Dhutia 

NewsRise 
MUMBAI (Apr 17) -- Indian sovereign bonds 

are likely to open little changed, ahead of 
state debt supply and after monsoon forecast 
was on the expected lines.  

The yield on the benchmark 7.17% bond 
maturing in 2028 may trade in a 7.45%-7.52% 
band today, a trader with a private bank said. 

The note fell to 97.83 rupees, yielding 7.49% 
yesterday. The Indian rupee fell to 65.49 per 
dollar yesterday, the lowest level since Oct. 3. 
“There was some selling towards the session end 
yesterday as monsoon forecast was on the 
expected lines and there is no major positive 

trigger to look out for,” the trader said. “The 
falling currency and increasing geopolitical 
tensions are also keeping bond prices under 
pressure.”  
India Meteorological Department expects annual 
monsoon rains to be 97% of long-term average 
this year with normal monsoon in Jun-Sep 

period. “Annual monsoon rains may swing 5% 

either ways from forecast,” K.J. Ramesh, 
Director General of Indian Meteorological 
Department, said at a news conference in New 
Delhi. 
Private weather forecaster Skymet Weather 
Services had earlier predicted normal monsoon 

this year.  
Seven Indian states will raise at least 88.50 
billion rupees today, which includes 53.50 billion 
rupees of 10-year bonds and 20 billion rupees of 
12-year bonds 
Bond yields had risen sharply last week as 
higher state debt supply, rising crude oil 

prices and a spike in core inflation hurt 
sentiment. The benchmark bond yield rose 26 
basis points last week, its largest weekly rise 
since week ended Feb. 10, 2017. 

India will also borrow 120 billion rupees by 
selling bonds on Apr. 20. The auction includes 
30 billion rupees of benchmark note.  
Meanwhile, the U.S. Treasury yield curve 
reached its flattest level in 10 years after the 

White House said President Donald Trump will 
nominate economist Richard Clarida as vice 
chairman of the U.S. central bank. Clarida is also 
seen as hawkish and may be a supporter of 
faster rate hikes. The 10-year U.S. Treasury 
yield was steady at 2.83% in Asian trade. The 

spread between five- and 30-year treasury 
bonds had slumped to 34.6 basis points, which 

was the lowest in over a decade.  
Traders remain concerned about crude oil supply 
due to ongoing geopolitical tensions in the 
Middle East, U.S. sanctions against Iran and 
falling output due to political and economic crisis 

in Venezuela. 

The benchmark Brent crude oil contract stayed 

above the $71-per-barrel mark. It has gained 
nearly 7% over the last two weeks. India 
imports 80% of its crude oil requirements.  
KEY FACTORS: 
*10-year Treasury yield was steady at 2.83%, 
after ending little changed in previous session 

*Benchmark Brent crude oil contract last up 
0.3% at $71.65, after falling 1.6% in previous 
session 
*Foreign investors sold net $128.11 million of 
India debt on Apr.16. Month-to-date, overseas 
investors have sold $113.79 million worth of 

debt 
*Eight Indian states to auction two-year, 10-
year and 12-year bonds worth at least 88.50 

billion rupees 
*RBI to hold 15-day term repo worth 225 billion 
rupees 
*RBI to conduct seven-day reverse repo worth 

400 billion rupees. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Slump Tracking Rupee, 

Crude Oil; MPC Minutes Eyed  

19-Apr-2018  
By Dharam Dhutia 
NewsRise 
MUMBAI (Apr 19) -- Indian government bonds 

tumbled in early trade, tracking the rupee’s 

depreciation as well as a jump in crude oil 
prices to 41-month-high levels that stoked 
inflation fears, even as minutes of the April 
policy meeting of the nation’s rate-setting 
Monetary Policy Committee were awaited.  

The benchmark 7.17% bond maturing in 2028 
was at 97.08 rupees, yielding 7.60% at 10:00 
a.m. in Mumbai. The note had ended at 97.49 
rupees yesterday, yielding 7.54%. It fell to 

97.02 rupees earlier today, the lowest since Mar. 
26.  
"Bond sentiment has become more bearish as 
all factors are now pointing towards a rising 
yield scenario," said a trader with a foreign 
bank. "The benchmark yield should be 
supported at around 7.60% levels till the 
minutes."  

Indian rupee slumped to 65.85 to dollar, its 

lowest in nearly seven months, as crude oil 
prices jumped following decline in U.S. 
inventories. The currency was last trading at 
65.78 against 65.66 at previous close.  
A depreciating rupee increases the fears of 
foreign fund outflows.  

Meanwhile, crude oil prices continued to rise 

after fall in U.S. crude oil inventories, while 
Saudi Arabia hinted to look for cutting supply to 
prop up oil prices, Reuters reported citing 
sources. The benchmark Brent crude oil contract 
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gained over 3% yesterday and was last trading 

at $73.92 per barrel, near the lowest levels since 

November 2014, against $73.48 previous close.  
India imports 80% of its crude oil requirements 
and rise in crude oil prices increases domestic 
inflation.  
Meanwhile, U.S. Treasury yields rose overnight, 
while the yield curve continued to flatten in 

expectation of rate hikes by the Federal Reserve. 
The 10-year yield was last trading at 2.86%, 
unchanged from previous close.  
Traders await the MPC’s latest policy meeting 
minutes are due post market hours today. The 
panel kept the key policy rate unchanged earlier 

this month but lowered its inflation projections 
for the current fiscal year. It now expects retail 
inflation for the first half of this fiscal at 4.7%-

5.1% and for the second half at 4.4%, against 
previous estimates of 5.1%-5.6% and 4.5%-
4.6%, respectively.  
India will also borrow 120 billion rupees selling 

five bonds tomorrow, which will include 30 
billion rupees of the benchmark note. The RBI 
will set underwriting fees for the same today. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Debasis Basak 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Stocks, Rupee, Bonds, Swap, Call 

At Close  

19-Apr-2018  
By Dipika Lalwani 
NewsRise 

MUMBAI (Apr 19) -- STOCKS 
The benchmark BSE Sensex and the broader 
NSE Index ended 0.28% and 0.37% higher, 
respectively, tracking strength in the global 
markets. Tata Consultancy Services was 
among the top gainers ahead of its quarterly 
results due later today. 

RUPEE  
The Indian rupee ended at 65.79/65.80, lowest 

since Mar. 14, 2017, versus 65.66/65.67 at 
previous close, after global crude oil prices 
surged to over-three-year highs. However, likely 
intervention from the central bank capped 
further losses, dealers said. 
GOVERNMENT BONDS  
India’s benchmark 7.17% bond maturing in 

2028 fell to 96.86 rupees, yielding 7.63%, from 
97.49 rupees and a 7.54% yield yesterday, as a 
slump in the rupee’s exchange rate and 
continued gains in crude oil prices hurt appetite 
for local debt.  
INTEREST RATE SWAPS  
India’s one-year swap rate rose four basis points 

to 6.51% from 6.47% at previous close, while 
the benchmark five-year swap rate gained six 
basis points to 6.90% from 6.84% earlier. 
CALL MONEY 
India’s one-day call rate ended at 
5.95%/6.00%, against 5.90%/5.95% at 

previous close. 

 
- By Dipika Lalwani; dipika.lalwani@newsrise.org; 
+91-22-61353311 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India bond yields spike after monetary 

panel meeting minutes flag inflation 

risks  

20-Apr-2018  

By Swati Bhat 
MUMBAI, April 20 (Reuters) - Indian bond 

yields spiked while the rupee dropped to its 
lowest in more than a year on Friday after 
minutes of the monetary policy committee's 

last meeting suggested it was likely to take a 
more hawkish stance - starting as early as 
June. 

The monetary policy committee members 
flagged several concerns, including an increase 
in minimum support prices for farmers and high 
and volatile crude oil prices, the minutes 
released after market hours on Thursday 

showed. 
Viral Acharya, a deputy governor at the central 
bank, said he would "decisively" vote to begin 
"withdrawal of accommodation" at the next 
monetary policy meeting in June. 

"The MPC panel shifted to a neutral stance in the 
February 2017 policy meeting, so do we even 

have an accommodative policy in the first 
place," asked a senior bond trader at a private 
bank.  
"Market sentiment is extremely bad because 
when you lower the inflation projection by 70 
basis points, why would you have such an 
hawkish stance," he added, predicting a range of 

7.60 to 8.00 percent on the 10-year in the near 
term. 
The MPC sharply trimmed its April-September 
inflation projection to 4.7 percent to 5.1 percent 
from the 5.1 percent to 5.6 percent it predicted 
in February. 

The benchmark 10-year bond yield rose as much 
as 17 basis points to 7.80 percent in early trade, 
its highest level since Feb. 22. It was trading at 
7.74 percent by 0635 GMT. 
The Indian rupee was at 66.01/02 per dollar 
versus its previous close of 65.7950. It touched 
66.08 in early deals, its weakest level since 

March 14, 2017. 
"Higher oil prices, foreign institutional investors 
selling in the debt markets and the government 
buying dollars to make some defence payments 
are the reasons the dollar/rupee moved up," 
said Murthy Nagarajan, head of fixed income at 
Tata Asset Management. 

Traders said expectations for a rate hike in 2018 
have risen in the wake of the minutes. They said 
they would continue to be cautious while buying 
more debt and monitor the inflation data for 
further guidance as well as global crude oil 
prices which have been a major driver for bonds 
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in recent months. 

The stock market took the minutes calmly with 

India's broader NSE share index trading down 
0.25 percent on Friday in line with its Asian 
peers while the banking index was down 0.8 
percent.  
India's headline inflation was 4.28 percent in 
March versus a year earlier, easing from 4.44 

percent February, but well above the central 
bank's medium-term target of 4 percent. 
 
(Reporting by Swati Bhat; Editing by Eric Meijer) 
(( swati.bhat@thomsonreuters.com ; 
twitter.com/swatibhat22; +91-22-61807353; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net )) 
 
 

Indonesia 

Bank Indonesia - Indonesia’s External 

Debt Growth Slowed  

16-Apr-2018  

Indonesia's external debt growth slowed at 

the end of February 2018. Indonesia's 
external debt at the end of February 2018 
amounted USD356.2 billion consisting of 
government and central bank external debt of 
USD181.4 billion, as well as private external 
debt of USD174.8 billion. Indonesia's external 
debt at the end of February 2018 grew at 9.5% 

(yoy), lower than previous month's growth of 
10,4% (yoy), influenced by slower public and 
private sector external debt growth.  
The development of the government's 
external debt is in line with fiscal policy to 
accelerate economic growth through 
increased productive activities and 

investment. Government external debt at the 
end of February 2018 was recorded at USD177.9 
billion consisting of USD121.5 billion of 
government securities/SBNs (SUN and 
SBSN/Sukuk) owned by nonresidents and 
USD56.3 billion of foreign loans. Government's 

external debt at the end of February 2017 was 
lower than that in the previous month, mainly 

due to the decrease in government securities 
owned by nonresident amounted to USD 3.0 
billion. Meanwhile, the cost of government's 
external debt is getting lower along with the 
increasing investor confidence in Indonesia, 

supported by improving economic fundamentals 
and Indonesia's credit rating. Government 
external debt is prioritized for productive 
activities and investment in order to support 
economic growth, as well as to support the 
ability to pay the external debt.  
Private's external debt growth slowed 

primarily due to the external debt in 
financial sector. The year-on-year external 

debt growth of the financial sector at the end of 
February 2018 was 5.1%, slower than previous 
month's growth of 6.7%. Meanwhile, the 
external debt in manufacturing, electricity, gas, 

and water supply, and mining sectors increased 
than previous month's growth. The private 

sector external debt in the financial, 

manufacturing, electricity, gas & water supply, 

and mining sectors reached 72,2%, relatively 
unchanged from the previous period.  
The development of external debt in 
February 2018 remains manageable with 
healthy structure. The ratio of Indonesia's 
external debt to gross domestic product (GDP) is 

stable at around 34% at the end of February 
2018. The ratio is better than the average ratio 
of peer countries. Based on original maturity, 
the Indonesia's external debt structure at the 
end of February 2018 remained dominated by 
long-term debt, accounted for 85.5% of total 

external debt. Bank Indonesia in close 
coordination with the Government continues to 
monitor the development of external debt to 

optimize the external debt's role in supporting 
development financing without incurring the 
risks that may affect macroeconomic stability.  
 
(C) Copyright 2018 - Bank Indonesia 
Keywords: Bank-Indonesia 
 
 

Indonesia expected to drop $19 bln 

worth of infrastructure projects  

17-Apr-2018  
•Govt expected to drop 14 infrastructure 
projects worth $19 bln 
•Those that don't meet some requirements to 
be dropped by Q3 2019  
•Moody's says move will curb SOEs' debt risks 
but may affect GDP 

JAKARTA, April 16 (Reuters) - Indonesia's chief 

economic minister said on Monday that 14 
infrastructure projects, worth 264 trillion 
rupiah ($19.17 billion), are expected to be 

dropped from the government's strategic 
development plan due to lack of progress. 

These projects will be dropped if they don't meet 
some requirements by the third quarter of 2019, 
Darmin Nasution said, which is the end of 
President Joko Widodo's current term.  
Infrastructure development is one of Widodo's 
main economic platforms as the economy 

struggles to remove logistical bottlenecks. 
Nasution said the government wants to focus on 
the 222 infrastructure that are still on its list of 
"strategic projects", with a combined value of 
around 4,100 trillion rupiah. 
Rating agencies have previously warned that 
balance sheets of state-owned enterprises 
(SOEs), which have been taking up most of 

the government's infrastructure projects, 
have worsened as they took on more debt to 
fund projects. 

"By slowing the pace of implementation, it could 
mean the government is prioritising 
infrastructure projects, which may limit 
contingent liability risk, but have implications for 

medium-term growth," Moody's sovereign 

analyst Anushka Shah told Reuters ahead of 
Nasution's announcement. 
Moody's upgraded Indonesia to one notch above 
its lowest investment grade last week, a move 
that could help Southeast Asia's largest 

mailto:Publicdebtnet.dt@tesoro.it
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economy get cheaper financing for its projects. 

But the agency said there was a risk of SOEs' 

financial strength materially worsening to the 
point that it could hurt state finances.  
S&P cautioned against the same issue last 
month and the government has said it would 
monitor liquidity risks of SOEs, especially those 
in construction and power sectors. 

There were also safety concerns that led to the 
government suspending a number of road and 
rail construction projects for a short evaluation 
earlier this year. 
Among the projects expected to be dropped are 
railways in Kalimantan and South Sumatra and 

several airport and sea port projects in Java. 
"There are projects that have land (acquisition) 
problems, investor problems, and even there are 

problems related to the feasibility of the project 
itself," Transportation Minister Budi Karya 
Sumadi told reporters. 
Nasution said the next government was welcome 

to reassess and resume the projects, if deemed 
necessary.  
 
($1 = 13,772 rupiah) 
(Reporting by Agustinus Da Costa and Gayatri Suroyo; 
Writing by Fransiska Nangoy; Editing by Jacqueline 
Wong) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Indonesia sells 6.352 trillion rupiah of 

Islamic bonds, below target  

17-Apr-2018  
JAKARTA, April 17 (Reuters) - Indonesia's 

finance ministry sold 6.352 trillion rupiah 
($461.46 million) of Islamic bonds at an 
auction on Tuesday, below the indicative 

target of 8 trillion rupiah, its financing and 
risk management office said. 

The weighted average yield for Islamic T-bills 
maturing in October 2018 was 4.32563 percent, 
higher than 4.29427 percent at the last auction 
on April 3. 
The project-based sukuk maturing in March 

2020 had a weighted average yield of 6.12653 

percent, up from 6.05982 percent in the 
previous auction. 
The sukuk maturing in January 2022 had a 
weighted average yield of 6.44974 percent, 
higher than the last auction's 6.38984 percent. 
The sukuk maturing in November 2031 had a 

weighted average yield of 7.44944 percent, up 
from 7.35799 percent in the previous auction.  
The sukuk maturing in February 2037 had a 
weighted average yield of 7.65183 percent, 
lower than the previous auction yield of 7.66682 
percent. 
There were no winning bids for the project-

based sukuk maturing in October 2025 and July 
2047. 
Total incoming bids on Tuesday were 10.19 
trillion rupiah, down from about 11.20 trillion 
rupiah in the previous auction. 
The highest bid-to-cover ratio was 2.06 for the 

Islamic T-bills maturing in October 2018. 

 
($1 = 13,765 rupiah) 
(Reporting by Nilufar Rizki 
Editing by Sunil Nair) 
(( nilufar.rizki@thomsonreuters.com ; +6221 2992 
7611  
Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Indonesia raises over $2 bln in dollar- 

and euro- bond issue  

18-Apr-2018  
JAKARTA, April 18 (Reuters) - Indonesia has 

raised $1 billion and one billion euro ($1.24 
billion) in a dual-currency bond sale, the 
finance ministry said in statement on 
Wednesday, less than a week after the 
sovereign got a ratings upgrade from 
Moody's. 

The 7-year euro bond had a coupon of 1.75 
percent per annum - a record low for Indonesia, 
while the 10-year USD bond had a coupon of 
4.100 per annum which was below the 
government's initial price guidance, the ministry 
said. 
Moody's upgraded Indonesia's sovereign credit 

ratings on Friday to a notch above its lowest 
investment grade, matching the ratings Fitch 
gave Indonesia in January. S&P still rates 
Indonesia at the bottom of its investment grade. 

 
($1 = 0.8081 euros) 
(Reporting by Gayatri Suroyo; Editing by Sam Holmes) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
 
 

Indonesian sovereign makes most of 

upgrade  

18-Apr-2018  
By Daniel Stanton 

SINGAPORE, April 18 (IFR) - The Republic of 

Indonesia, rated Baa2/BBB–/BBB, priced a 
dual-tranche US dollar and euro transaction to 
raise US$2.2bn, making the most of an 
upgrade this month by Moody's. 

It priced a US$1bn 10-year issue to yield 4.13%, 
inside initial guidance of 4.4% area, and a €1bn 
(US$1.2bn) seven-year bond at mid-swaps plus 
115bp, inside guidance of 137.5bp area. 

That pointed to a tight new-issue premium of 
around 5bp on the dollar tranche, well inside the 
15bp–30bp concessions seen on some other 
emerging market sovereign deals recently. 
On a yield basis, the 10-year tranche beat 
Indonesia's deal of the same tenor priced in 

February at 4.4%. The spread on the new issue 
was 131.4bp over Treasuries, versus 147.7bp 

for the February trade, reflecting the upgrade 
and the general improvement in credit markets 
since then. 
Moody's upgraded the sovereign last Friday to 
Baa2 from its earlier rating of Baa3, citing the 
country's prudent fiscal and monetary 
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policies. 

The dollar bonds were quoted at a yield of 

4.11% in trading on Wednesday. Order book 

statistics had yet to be released. 
Credit Agricole, Deutsche Bank (B&D), Goldman 
Sachs, HSBC and Mandiri Securities were joint 
bookrunners for the SEC-registered transaction. 
Bahana Sekuritas, Danareksa Sekuritas and 

Trimegah Sekuritas Indonesia were co-
managers. 
 
(Reporting by Daniel Stanton; Editing by Vincent 
Baby) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
 
 

Israel 

Israel public debt slips for eighth 

straight year to 60.9 pct of GDP  

16-Apr-2018  
JERUSALEM, April 16 (Reuters) - Israel's public 

debt as a proportion of economic output fell 
1.4 percentage points in 2017 to reach 60.9 
percent, the Finance Ministry said on Monday. 

Israel's government debt, in Maastricht terms, 
dipped to 59.2 percent from 60.7 percent in 
2016. 
The debt-to-gross domestic product ratio has 

dropped eight straight years, from 62.3 percent 

in 2016 and 74.7 percent in 2009. Public debt 
totalled 747.1 billion shekels ($213 billion)last 
year, compared with 740.8 billion shekels in 
2016. 
The government's successful debt 
management, together with strong economic 
indicators, led Standard & Poor's last year to 
raise its credit rating outlook for Israel to 

"positive", which the Finance Ministry said 
strengthened investor confidence in the 
country's finances and supported record 
demand for its $2 billion bond issue in 
January. 

The ministry's 2017 debt-to-GDP ratio was 

slightly than a preliminary estimate of 61.1 
percent it published in January. 
 
($1 = 3.5100 shekels) 
(Reporting by Ari Rabinovitch 
Editing by Steven Scheer) 
(( ari.rabinovitch@thomsonreuters.com ; +972-2-632-
2202; Reuters Messaging: 
ari.rabinovitch@thomsonreuters.com @reuters.net)) 
 
 

Bank of Israel holds key rate, sees 

possible hike by year end  

16-Apr-2018  
By Steven Scheer and Ari Rabinovitch 

JERUSALEM, April 16 (Reuters) - The Bank of 

Israel said on Monday there was a chance of a 
rate increase this year should inflation heat 
up, as it left its benchmark interest rate 
unchanged at 0.1 percent for the 33rd time in 

a row. 

All 10 economists polled by Reuters had forecast 

no change by the central bank, which is widely 

expected to leave rates unchanged until at least 
late 2018 before tightening policy. 
The bank reiterated that there will be no policy 
change until inflation becomes entrenched in the 
government's annual target of 1 to 3 percent.  

But there is debate as to when that will happen. 
Bond yields and some economists believe 
inflation will stay below 1 percent for at least 
another year, meaning a rate increase is a year 
off. 
The central bank is more optimistic and expects 
a 1.1 percent rate by the end of 2018, according 

to its quarterly economic estimates issued 
alongside the rates decision. 

Its own economists expect a 15 basis point rate 
hike to 0.25 percent by year-end and another 
quarter-point rise to 0.5 percent in 2019 - a 
forecast that was unchanged from January. 
Support for a hike has begun, with one member 

of the monetary policy committee voting for an 
increase at the last decision on Feb. 26. The 5-1 
vote was the first time it was not unanimous in 
three years. 
"There is of course a lot of uncertainty around 
the timing of inflation returning to within the 

target," Flug, whose first term ends in October 
and it was unclear she would stay on for a 
second five years, told a news conference. 
She pointed to the increased competition in the 

economy and possible steps by the government 
to decrease the cost of living as potentially 
delaying a return of inflation to the target range. 

"There are increasing signs that the 
enhancement of competition in the economy has 
a prolonged effect on inflation," Flug said. 
Still, she said there were factors supporting an 
increase in inflation, primarily the tight labour 
market that is reflected in an increase in 
salaries, as well as in higher inflation worldwide. 

Inflation held steady at a 0.2 percent rate in 
March. 
The central bank also maintained its 2018 and 
2019 economic growth forecasts of 3.4 percent 

and 3.5 percent, respectively. 
Israel's economy grew an annualised 4.1 percent 

in the fourth quarter and 3.3 percent in all of 
2017. 
Flug noted that the bank would continue a 
decade-long policy of intervening in the foreign 
exchange market whenever it deems the 
shekel's appreciation is not due to economic 
fundamentals. 

 
(Reporting by Steven Scheer and Ari Rabinovitch 
Editing by Tova Cohen and Andrew Heavens) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
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Fitch Affirms Israel at 'A+'; Outlook 

Stable  

17-Apr-2018  
Fitch Ratings-Hong Kong-April 17: Fitch Ratings 

has affirmed Israel's Long-Term Foreign- and 
Local-Currency Issuer Default Ratings (IDRs) 
at 'A+' with a Stable Outlook 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Israel's IDRs balance strong external 
finances, robust macroeconomic performance 
and solid institutional strength against a 
government debt/GDP ratio that is high 

relative to peers and ongoing political and 

security risks. 

Israel's public finances, despite a trend of 
improvement, remain a weakness relative to 'A' 
category sovereigns. The central government 
budget deficit remained small, at 2% of GDP in 
2017, outperforming the deficit ceiling of 2.9%. 

This was the fifth consecutive year when the 
deficit has been smaller than planned. 
Government debt/GDP fell again in 2017, to 
60.9%, down from 75.0% at end-2007 and 
95.0% at end-2003. Nevertheless, this remains 
significantly higher than the 'A' median of 47% 
in 2017 and the 'AA' median of 42%. The 

general government budget deficit and interest 
spending/revenue are also weaker than the peer 

medians. 
Other features of public debt are fairly 
favourable. The share of external debt is low, at 
8.4% of GDP in 2017 down from 20% of GDP in 

2006. Israel benefits from high financing 
flexibility. It has deep and liquid local markets, 
good access to international capital markets, an 
active diaspora bond programme, and US 
government guarantees in the event of market 
disruption. 
While fiscal policy continues to emphasise the 
improving government debt/GDP ratio and 

falling debt service burden, recent budget 
planning has been somewhat pro-cyclical and 
has sought to respond to long-standing public 

complaints regarding the cost of living. There 
is also more discussion of tolerating a moderate 
increase in the debt ratio in order to boost 
investment in infrastructure and education. We 
forecast that the government debt/GDP ratio will 

edge down further in 2018, but start to increase 
in 2019 on the basis of a wider deficit. 
We forecast the central government budget 
deficit to widen to 2.8% of GDP in 2018 and to 
3.0% of GDP in 2019, broadly in line with the 
government's budget plans. Expenditure is likely 
to be fully executed again in 2018, while in the 

first quarter revenue was on target. There is the 
potential for revenue to outperform, as in 2015-
17, given momentum in the economy, the tight 

labour market and the possibility of other 
unplanned revenues arising. There is also a risk 
of further tax cuts being implemented if revenue 

were to overperform, given that political parties 
have an eye on the next election due by 

November 2019. The finance minister in recent 

weeks has spoken of the possibility of further 

tax cuts. 
Israel passed the budget for 2019 in mid-
March, earlier than normal due to political 
considerations. The budget revised the deficit 
ceiling for 2019 to 2.9% of GDP from 2.5% of 
GDP in the previous multiyear budget plan. 
The budget assumes a 5% increase in revenue 
over the updated 2018 budget, slightly stronger 

than our forecast for overall nominal GDP 
growth in 2019. Spending is planned to grow by 
5.6%. This includes sizeable increases for 
education and other social spending, as well as 
for defence and for infrastructure. 
Israel's macroeconomic performance has been 
impressive and the economy remained buoyant 

in 2017, with real GDP growth of 3.3%, record 
low unemployment, rising wage growth and yet 
low inflation. Five-year average real GDP growth 
is stronger than rating category peers and 
growth volatility has been lower. 
We forecast that growth will remain strong in 

2018-19, albeit slowing to 3% per year. There 
are a number of upside risks, for example 
related to the ramping up of production at the 
expanded Intel factory and the development of 
the Leviathan gas field. The downside risks 
relate to any downturn in world trade, problems 
in the housing market or an intensification of 

security issues. More generally, the economy 
has benefited from supportive fiscal and 

monetary policies and a stronger global 
economy. These three factors are unlikely to all 
remain as supportive over the medium term. 
Inflation returned to positive territory in 2017, 
averaging 0.2%, pushed up by higher rents and 

commodity prices, following negative inflation in 
2015-2016. At the latest reading in March 2018, 
inflation was again 0.2% yoy. Appreciation of 
the shekel, government measures to reduce the 
cost of living and increasing competition have 
prevented stronger inflation emerging. Net of 

government measures, end-year inflation was 
higher, at 0.7%. In this context, the BOI has 
maintained its policy rate of 0.1%, where it has 
been since 2015. 
Israel's external balance sheet remains 
strong. Israel has returned annual current 
account surpluses each year since 2003, 
underpinned by rapid expansion of services 
exports (related to the high-tech sector) and 

the start of gas production. Fitch forecasts 
current account surpluses to persist in 2018-19, 
albeit at lower levels, averaging 2.6% of GDP. 
There has been further accumulation of foreign 
exchange reserves, which reached USD116 
billion in March 2018 (about a year of current 
external payments). 

Israel's net external creditor position improved 
to 51.3% in 2017, up from 35.1% in 2014 and 

23.0% in 2008. This is significantly stronger 
than the 'A' median score and is also stronger 
than the 'AA' median. Fitch's international 
liquidity ratio for Israel has continued to improve 

strongly. Further gas sector development will 
lend additional support to the external balance 
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sheet, with production from the offshore 

Leviathan gas field planned to start in 2020. 

Israel's ratings will continue to be constrained by 
political and security risks, but its credit profile 
has shown resilience to periodic conflict and 
political shocks over an extended timeframe. 
Conflicts with military groups in surrounding 
countries and territories flare up intermittently 

and can lead to increased spending 
commitments or be damaging to economic 
activity (despite Israel's improved defence 
capabilities). Domestic politics can be turbulent, 
with coalition governments often not lasting 
their full term. The prime minister, Benjamin 

Netanyahu, remains under pressure over a 
number of ongoing police investigations. 
The conflict in Syria remains an intractable 

geopolitical puzzle and presents increasing risks 
to Israel. Israel is concerned by the influence of 
Iran in neighbouring Syria and Lebanon. Israel's 
interventions in Syria have increased in recent 

months, with repeated and extensive air strikes 
to counter the presence and activities of Iran or 
Iranian proxies. There is also a persistent risk of 
another conflict with Hizbollah, although there 
has not been a clash since 2006 and both sides 
would suffer losses. There has been no progress 
towards peace between Israel and the 

Palestinians. Fitch believes prospects for a 
realistic peace process remain bleak. 
Israel's well-developed institutions and 
education system have led to a diverse and 

advanced economy. Human development and 
GDP per capita are above the peer medians, and 

the business environment promotes innovation, 
particularly among the high-tech sector. 
However, Doing Business indicators, as 
measured by the World Bank, have slipped 
below peers. The government also faces socio-
economic challenges in terms of income 
inequality and integration of growing but less 

economically productive sections of the 
population into the labour force. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Israel a score 

equivalent to a rating of 'AA-' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 

In accordance with its rating criteria, Fitch's 
sovereign rating committee decided not to adopt 
the score indicated by the SRM as the starting 
point for its analysis because: the SRM output 
has migrated to 'AA-' from 'A+', but in our view 
this is potentially a temporary improvement. 

Assuming an SRM output of 'A+', Fitch's 
sovereign rating committee adjusted the output 
from the SRM to arrive at the final LT FC IDR by 
applying its QO, relative to rated peers, as 
follows: 
•Structural features: -1 notch to reflect 
political and security risks, which could have 
significant negative effects on the economy 

and public finances. 
•External finances: +1 notch to reflect the 
fact that Israel's strong net external creditor 
position relative to peers is not captured in 
the SRM. Further gas-sector development 

should support Israel's external balance sheet 
over the medium term. 

Fitch's SRM is the agency's proprietary multiple 

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

assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could, individually or 
collectively, lead to positive rating action are: 
•Significant further progress in reducing the 
government debt/GDP ratio. 
•Sustained easing in political and security 
risks. 
The main factors that could, individually or 
collectively, lead to negative rating action are: 
•Sustained deterioration of the government 
debt/GDP ratio, either through widening fiscal 
deficits or a structural decline in GDP growth. 
•Serious worsening of political and security 
risks. 
•Worsening of Israel's external finances, for 

example, due to a loss of export 
competitiveness. 

KEY ASSUMPTIONS 
Fitch assumes regional conflicts and tensions will 
continue. The tolerance of the rating depends on 
the economic and fiscal implications of any 

conflict. Fitch does not assume any 
breakthrough in the peace process with the 

Palestinians or a prolonged serious deterioration 
in domestic security conditions. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'A+'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 
'A+'; Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 

'F1+' 
Short-Term Local-Currency IDR affirmed at 
'F1+' 
Country Ceiling affirmed at 'AA' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'A+' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'A+' 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 

 
 

Qatar 

Mizuho says has withdrawn from Qatar 

bond after bookrunner mandate  

17-Apr-2018  
DUBAI, April 17 (Reuters) - Japan's Mizuho 
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Financial Group, a bank initially appointed as 
bookrunner for a U.S. dollar-denominated 

bond by Qatar, has withdrawn from the 
transaction, it said on Tuesday. 

Qatar issued $12 billion in bonds last week, its 
first international debt sale since a boycott 
imposed by some of its Arab neighbours last 
year when they accused the country of 
supporting terrorism. Qatar firmly denies that 

charge. 
International banks with business in the Gulf 
have adopted a cautious stance since the crisis 
to maintain relationships on both sides of the 
dispute. 
 
(Reporting by Davide Barbuscia, editing by Louise 
Heavens) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 

EUROPE 

 

Bosnia 

Bosnia's govt oks two loan deals with 

OPEC for works on Corridor Vc  

17-Apr-2018  
SARAJEVO (Bosnia and Herzegovina), April 17 

(SeeNews) – Bosnia's government said it has 

approved two draft loan agreements with the 
OPEC Fund for International Development 
intended to finance construction works on a 
section of European transport Corridor Vc. 

The first loan amounts to $27.2 million (21.9 
million euro) and will fund component A of the 
Nemila - Donja Gracanica section of Corridor Vc, 

while the second totals 24.3 million euro and is 
planned to go towards the construction of 
component B of the same section, the council of 
ministers said following a session on Monday. 
The 17.65-kilometre Nemila - Donja Gracanica 
includes subsections Nemila – Vranduk, 5.7 km, 
Vranduk - Ponirak, 5.07 km, and Ponirak - Donja 

Gracanica, 6.9 km. 

The repayment period on the dollar denominated 
loan is 20 years with a five-year grace period, 
while the second loan is due in 18 years and has 
a four-year grace period. 
Both loans are extended to Bosnia's Federation, 

one of the two entities that form Bosnia and 
Herzegovina. 
The loan agreements have been sent to Bosnia's 
presidency for approval. 
Pan-European Corridor Vc connects the port of 
Ploce in Croatia with Hungarian capital Budapest 
via Bosnia. 

 
($=0.8066 euro) 
Copyright 2018 SeeNews. All rights reserved 
 

 

Croatia 

Croatia aims to keep fiscal discipline 

after 2017 surplus  

18-Apr-2018  
•Budget surplus expected for 2017 
•Public debt seen falling in 2018 by 2.5-3.0 
percentage points 
•International bond issue expected in Q2 
•Plan of key reforms to be adopted next week 

By Igor Ilic 
ZAGREB, April 18 (Reuters) - Croatia will follow 

a budget surplus in 2017 with structural 

reforms and fiscal discipline to boost its 
growth rate, credit rating and prospects for 
joining the euro zone, Finance Minister 
Zdravko Maric said on Wednesday. 

"Fiscal data for 2017 will be released on Friday 
and we can expect a general budget surplus for 
the first time since we applied EU methodology. 
It is a result of our efforts to keep a lid on 

expenditure and use stronger revenues to cut 
public debt and tax burden," Maric told Reuters 
in an interview. 
Croatia's public debt at the end of 2017 is 
seen at 78 percent of gross domestic product. 
In the last two years it has been reduced by 
5.8 percentage points. The general budget 
gap in 2016 was at a record-low of 0.9 
percent of GDP. 

"Our goal is to push the public debt down further 

by 2.5-3.0 percentage points this year and keep 
that effort on track in the coming years," Maric 
said. 
He said the budgetary performance in the first 
quarter of 2018 is in line with plans. Croatia 
targets a general budget gap of 0.5 percent of 

GDP for this year on economic growth of around 
3.0 percent. 
"For the moment we're sticking to the plans. 
However, we've had better fiscal performance 
than expected in 2016 and 2017, so we'll carry 
on working in that direction," Maric said. 
Analysts and the European Commission have 

warned that structural reforms have been slow 

despite being crucial for boosting growth and 
credit rating which is now a notch below 
investment level by two out of three main rating 
agencies. 
They most notably point at problems like a 
subdued investment climate, inefficient and 

costly public administration, slow-moving 
judiciary or loss-making health and pension 
sectors. 
"There is no doubt we must tackle structural 
problems like we recently did with the road 
sector. Next week the government will adopt a 

detailed annual plan of reforms and the focus 
will initially be on improving investment climate 

and efficiency of the health sector and public 
administration," Maric said. 
Last month Croatia restructured high debt in the 
road management sector at more favourable 
terms. 

He said there was also space for further 
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reduction of the tax burden from 2019 following 

changes that took effect last year when focus 

was on income and profit taxes. 
"This year we're making a thorough analysis of 
the options and I can say that the cuts may now 
also include value-added tax," Maric said. 
This year the government has to refinance one 
domestic bond worth 6 billion kuna ($1 billion) 

and one foreign bond worth 750 million euros 
($927 million), both maturing in July. 
"We'll aim to refinance the maturing 
Eurobond abroad and fulfill the rest of the 
funding requirement domestically. It's 
probable that we will first go for an 
international issue by the end of the second 
quarter," Maric said. 

He said that structural reforms should help 

shield Croatia from any rise in interest rates that 
might happen on the international markets. 
"I believe that if we display determination in 
further implementation of reforms and preserve 
fiscal discipline, which I'm confident will happen, 
we could achieve an investment grade sooner 
than anticipated," Maric said. 

"All this also fits into our ambition to prepare the 
economy for taking on the euro currency," he 
also said. 

 
($1 = 5.9966 kuna) 
($1 = 0.8089 euros) 
(Reporting by Igor Ilic; Editing by Toby Chopra) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Croatia to offer 900 mln HRK in T-bills 

next week  

19-Apr-2018  
ZAGREB, April 19 (Reuters) - Croatia will hold a 

treasury bills auction next week after a 

month-long absence, offering 900 million 
kuna ($150.17 million) in one-year bills, the 
Finance Ministry said on Thursday. 

The auction will take place on April 24. 
The ministry also sometimes sells bills of three-
month and six-month maturities as well as those 
denominated in euros although in recent 

auctions the focus has exclusively been on one-

year kuna bills. 
At the previous auction, held on March 27, the 
outcome fell short of the target. The yield was 
quoted at 0.09 percent 
The benchmark overnight rate on the local 
money market was quoted at 0.27 percent on 
Thursday, and the one-year rate at 0.54 

percent. Daily market rates change at 0900 
GMT.  
 
($1 = 5.9933 kuna) 
(Reporting by Igor Ilic; Editing by Jon Boyle) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 

 

Croatia records 2017 general budget 

surplus of 0.8 pct/GDP  

20-Apr-2018  
ZAGREB, April 20 (Reuters) - Croatia recorded 

a general budget surplus of 2.75 billion kuna 
($457 million) last year, equal to 0.8 percent 
of gross domestic product, the state statistics 
bureau said on Friday.  

It is the first time the newest European Union 
member has had a general budget surplus since 
it started applying EU methodology. The figure 
was much better than the government's target 
of a deficit of 0.6 percent of GDP. In 2016 the 

general budget deficit amounted to 0.9 percent 
of GDP. 

Tax revenues and profits from public companies 
were higher than expected, the bureau said. 
The statistics bureau also said that public debt 
at the end of 2017 amounted to 78.0 percent of 

GDP, down from 80.6 percent where it stood at 
the end of 2016. The overall public debt at the 
end of last year was 283.3 billion kuna. 
Fiscal discipline and lowering public debt is 
important for Croatia as it has set a tentative 
goal of preparing its economy for adopting the 
euro within 7-8 years. 

In an interview with Reuters Finance Minister 
Zdravko Maric said this week that Croatia 
planned to reduce the public debt by a further 
2.5-3.0 percentage points this year, with 

economic growth of around three percent. 
For this year Croatia originally planned a general 
budget deficit of 0.5 percent of GDP, aiming for 

a balanced budget in 2019 and a surplus of 0.8 
percent in 2020. 
 
($1 = 6.0179 kuna) 
(Reporting by Igor Ilic; editing by David Stamp) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Lithuania 

Lithuania proposes income tax cuts to 

boost growth  

17-Apr-2018  

By Andrius Sytas 
VILNIUS, April 17 (Reuters) - Lithuania's 

government proposed slashing income tax in 
a bid to boost growth, saying on Tuesday it 
wanted the lowest rates in Baltics and among 
the lowest in the European Union by 2021. 

The economy has expanded by an average rate 
of more than 3 percent a year since 2010. 
However, growing wages and worsening 

demographics, togwether with an exodus of 
workers to the West, have hurt Lithuania's 
competitiveness. 

The government expects economic growth to 
slow to 2.5-2.8 percent per year during 2019-
2021. 

"At the moment, we tax mid-income earners at 
a European Union average. After the changes, 
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we will have a distinct advantage," Lithuania's 

finance minister, Vilius Sapoka, told reporters. 

"We will be in a better position to compete." 
The government called for a tax cut of 4 to 6 
percentage points, taking the rate down to 24 
percent for people on the minimum wage and 
about 38.4 percent for those earning twice the 
average wage. Social security tax would be cut 

for high-earners, it added. 
"Investors coming into the Baltic States are 
deciding on a location for the head office, for the 
factory and a service centre. Tax is one of the 
factors on which they base the decision," said 
Sapoka. 

The government estimates the tax cut would 
cost about 1 billion euros of lost income over the 
next three years, not an insignificant sum for the 

small country where total tax revenue this year 
are forecasted at 16.1 billion euros. 
The loss would be cushioned by a windfall from 
the growing economy, the government said. 

Lithuania's parliament, in which the government 
holds a majority, is expected to vote on the 
proposals by late June. 
 
(Reporting By Andrius Sytas 
Editing by Johan Ahlander and Andrew Heavens) 
(( Andrius.Sytas@thomsonreuters.com ; +370 682 
74006; Reuters Messaging: 
andrius.sytas.thomsonreuters@reuters.net )) 
 
 

Montenegro 

Ministry of Finance of the Republic of 

Montenegro - Standard & Poor’s 

affirms a stable outlook for 

Montenegro  

19-Apr-2018  
Author: Ivona Mihajlović  
The credit rating agency Standard & Poor's 
has released a new report for Montenegro, 

confirming our country's outlook as 'stable', 

while affirming its B+/B ratings. Following the 
support of the World Bank and the International 

Monetary Fund to the measures implemented by 
the Government in the field of fiscal 
consolidation, the support comes from yet 
another renowned global institution - the S&P.  
Credit analysts have confirmed that Montenegro 

is on a good development path, assessing that 
the domestic economy grew by 4.5% in 2017, 
owing to a good tourism season and ongoing 
infrastructure projects. In addition, 

Montenegro's stable outlook was affirmed, 
indicating that further rating movements are 

based on stable positions. The stable outlook 

rating reflects the balance between the 
implementation risks and the fiscal adjustment 
program over the next 12 months, on the one 

hand, and upside potential if economic growth is 
stronger, on the other. As the report states, the 
government continues along a fiscal 
consolidation path, which will reverse the 

upward trajectory of public debt by 2019. The 
stable outlook rating is based on the favorable 

growth potential, given the possibilities for 

further development of tourism and the energy 

sector, as well as comparatively strong 
institutional settings in the region. Also, an 
upside potential from structural reforms was also 
recognized, which Montenegro has to implement 
in the course of negotiations for the EU 
membership.  

Experts of the aforementioned institution 
estimate that the ratings for Montenegro could 
be raised if multiple projects currently ongoing 
in the infrastructure, energy and tourism sectors 
yielded better-than-expected results, improving 
Montenegro's growth outlook and reducing 

balance-of-payments risks.  
 
(C) Copyright 2018 - Ministry of Finance of the 
Republic of Montenegro 
 
 

Poland 

S&P analyst says Poland's rating 

upgrade to hinge on deficit  

18-Apr-2018  
WARSAW, April 18 (Reuters) - If Poland's fiscal 

deficit stays at about 2 percent of GDP in the 
next two years, it would be compatible with a 

higher rating than the current BBB+ provided 
other factors stay unchanged, S&P Global 
Ratings' lead analyst on Poland said on 
Wednesday. 

"If you look at our projections -- our deficit of 2 
percent this year and some widening in 2019 -- 
we still think that those are compatible with the 
public debt to GDP ratio being stable," Frank Gill 
told Reuters. 

"We think that, if our projections are more or 
less realized, this is compatible with a higher 
rating," he said. 
 
(Reporting by Marcin Goettig 
Editing by Catherine Evans) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Poland sees fiscal deficit at 2.1 pct of 

GDP in 2018  

19-Apr-2018  
WARSAW, April 19 (Reuters) - Poland expects 

its 2018 fiscal deficit to rise to 2.1 percent of 

gross domestic product (GDP) from 1.5 
percent last year and then fall to 1.5 percent 
in 2019, Dziennik Gazeta Prawna (DGP) daily 
said citing Poland's annual update of the 
convergence plan. 

The plan, which Poland submits to the European 
Commission, also assumes that the economic 

growth will fall to 3.8 percent in 2018 and 2019 
and to 3.7 percent in 2020 from last year's 4.6 

percent. 
 
(Reporting by Agnieszka Barteczko; Editing by 
Gopakumar Warrier) 
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(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
 
 

Romania 

IMF raises Romania's 2018 GDP growth 

forecast to 5.1%  

17-Apr-2018  
BUCHAREST (Romania), April 17 (SeeNews) - 
Romania's real gross domestic product (GDP) 
growth is projected to reach 5.1% in 2018 
before it decelerates to 3.5% in 2019, the 
International Monetary Fund (IMF) said in the 
April edition of its World Economic Outlook 
(WEO) report released on Tuesday. 

In its previous WEO report published in October, 
the IMF said it expected Romania's economy to 
expand by a real 3.4% in 2018. 
Romania's GDP grew by a revised 6.9% last 
year, preliminary official data from the country's 
statistical office INS showed. Romania's 
consolidated budget deficit increased to 2.88% 

of the projected GDP last year, from 2.41% a 
year earlier. 
The IMF's latest forecast for Romania's 2018 
economic growth is below the government's 

projection of a 6.1% increase. 
Romania's consumer prices are seen rising 4.7% 

year-on-year in 2018 and by 3.1% in 2019, the 
IMF said in the April edition of its WEO report. 

Romania's annual consumer price inflation 
quickened to 5% in March from 4.7% in 
February, INS said 
Unemployment rate is projected to fall to 5% in 
2017 from 4.6% in 2018 and 2019, according to 
the IMF forecast. 
The country's current account deficit is 
expected to be flat to 3.7% of GDP projected 

in both 2019 and 2019, the IMF said. This 
compares with a current account gap of 3.5% of 
GDP in 2017, according to the IMF. Romania's 
current account balance showed a deficit of 172 
million euro ($212 million) in the first two 

months of 2018, compared to a surplus of 72 

million euro in the same period of last year. 
In mid-March,the IMF said that although 
Romania's economy is growing strongly and the 
financial sector is improving, growth will turn 
increasingly fragile in the absence of policy 
changes. 

"A combination of fiscal moderation and 
monetary tightening would be the best course of 
action. Monetary tightening alone would have to 
push interest rates to a level that weighs on 
investment and competitiveness," an IMF staff 
mission said in a statement at the end of its visit 
to the country. 

 
(1 euro =4.6485 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Romania sells above target 514 mln lei 

(110 mln euro) of 2021 T-notes, yield 

falls  

19-Apr-2018  
BUCHAREST (Romania), April 19 (SeeNews) - 
Romania on Thursday sold 514 million lei 
($137 million/110 million euro) of Treasury 
notes maturing on October 27, 2021, above 

initial target, central bank data showed. 

The average accepted yield fell to 3.56% from 
3.88% achieved at the last auction of 
government securities of the same issue held in 
February, the data indicated. 
Demand for the T-notes, which carry an annual 
coupon of 4%, fell to 544 million lei from 893.3 

million lei at the auction in March. 
The issue will be reopened on Friday when the 
finance ministry hopes to raise 75 million lei in a 

non-competitive tender. 
Romania's finance ministry plans to auction 3.82 
billion lei worth of government securities, 
including 420 million lei in non-competitive 

offers in April. 
Since the beginning of 2018, the finance 
ministry has sold roughly 11 billion lei and 252 
million euro worth of domestic debt and has 
raised 2 billion euro on international markets 
from the sale of 2028 and 2030 Eurobonds. 
 
(1 euro=4.6579 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Russia dollar bonds bounce, CDS fall 

after U.S. delays new sanctions  

17-Apr-2018  
LONDON, April 17 (Reuters) - Russian assets 

rebounded on Tuesday with yield spreads 
narrowing, dollar-bond prices rising and 
credit default swaps falling after U.S. 
President Donald Trump delayed imposing 

additional sanctions on Moscow. 

The premium demanded by investors to hold 
Russian sovereign dollar bonds over safe haven 

U.S. Treasuries fell 12 basis points (bps) to 221 
bps. 
Sovereign dollar-denominated bonds rose 
across the curve, with the 2043 issue up 1.4 
cents, according to Tradeweb data. The 
country's 5-year credit default swaps fell 8 

bps from Monday's close to 138 bps, 
according to data from IHS Markit. 

 
(Reporting by Claire Milhench, writing by Karin 
Strohecker) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Moody's says Russian economy 

resilient to latest U.S. sanctions  

19-Apr-2018  
April 18 (Reuters) - Rating agency Moody's 
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Investors Service said on Wednesday Russia's 
strong public and external finances would 

shield its economy from the impact of the 
latest U.S. sanctions.  

However, the sanctions will be credit negative 
for some Russian debt issuers, especially 
Russian aluminum giant United Company Rusal 
Plc, Moody's said in a report. 
The Russian banking system has enough 

earnings capacity for absorbing credit losses 
arising from exposures to sanctioned companies, 
the rating agency said. 
Moody's assessment is in contrast to that of 
Fitch Ratings, which said last week the U.S. 
sanctions would limit Russia's potential economic 
growth and severely impact targeted companies. 

The U.S. Treasury imposed sanctions earlier this 

month on seven Russian oligarchs and 12 
companies they own or control, as well as 17 
senior Russian government officials. Moscow 
calls these sanctions unlawful and has warned 
retaliation."Russia's sovereign credit profile -- its 
rating is Ba1 with a positive outlook -- is well 

positioned to withstand the impact of new 
sanctions," said Kristin Lindow, a Moody's Senior 
Vice President and co-author of the report.  
"Higher oil prices will help the government to 
make further progress in rebuilding its fiscal 
savings." 
The risk to Russia's credit profile comes from 

the possibility of Russian entities being cut off 
from the international capital market for some 
time, Moody's noted.  

Moody's expects the Russian government to 
increase support to regions facing a fall in 
revenues due to the sanctions.  
Washington cites Russia's 2014 annexation of 
Crimea from Ukraine, involvement in the Syrian 

civil war and alleged meddling in the 2016 U.S. 
presidential election for the sanctions. 
 
(Reporting by Kanishka Singh in Bengaluru; Editing by 
Amrutha Gayathri) 
(( Kanishka.Singh@thomsonreuters.com ; +91 80 
6749 0021; )) 
 
 

Russian finance ministry bought 17.8 

bln roubles of FX on Wednesday  

20-Apr-2018  
MOSCOW, April 20 (Reuters) - The Russian 

Finance Ministry bought 17.8 billion roubles 
($291 million) of foreign currency on 
Wednesday, Russian central bank data 

showed on Friday. 

The central bank issues data on finance ministry 
purchases with a two-day delay. The finance 
ministry put its daily buying of foreign currency 
on hold on April 9 due to rouble weakness 
caused by U.S. sanctions. It resumed forex 
buying on Tuesday. 

 
($1 = 61.2026 roubles) 
(Reporting by Polina Nikolskaya 
Editing by Hugh Lawson) 
(( Polina.Nikolskaya@thomsonreuters.com )) 
 

 

Serbia 

Serbia to auction 50 bln dinars (423 

mln euro) of 5-yr T-notes on Apr 24  

19-Apr-2018  
BELGRADE (Serbia), April 19 (SeeNews) - 
Serbia's finance ministry said it will offer 
49.966 billion dinars ($523 million/423 
million euro) of five-year Treasury notes at an 
auction on April 24 in a reopening of the 
issue. 

The T-notes carry a coupon of 4.5% paid 
annually and will mature on January 25, 2023, 

the finance ministry said in a statement. 
The government securities were first auctioned 

on January 23, when the finance ministry raised 
11.6 billion dinars, below its target of 110 billion 
dinars, at an average weighted yield of 4.28%. 
In two subsequent auctions of the same issue on 

March 13 and March 27, the yield fell to 4.20% 
and 4.15%, respectively. 
In the latest auction of the issue, held on April 
10, the government raised 3.262 billion dinars at 
an average yield of 4.15%. 
 
(1 euro = 118.105 dinars) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Slovenia 

Slovenia should do more to improve 

public finances, government adviser 

says  

18-Apr-2018  
By Marja Novak 
LJUBLJANA, April 18 (Reuters) - Slovenia's next 

government should take further steps to 
improve public finances after the country 

ended 2017 with a small budget surplus, a 
body that advises the government on fiscal 
policy said on Wednesday.  

"The government that will take power after the 

(June) election will have to act immediately to 
enable further consolidation of public finances," 
the Slovenian Fiscal Council said in a statement. 
It added the outgoing government should pass 

decrees that would curb public spending later 
this year, as the formation of the new 
government "could take a long time." 
Slovenia will hold parliamentary election on June 
3, with a new government expected to take over 
by autumn.  
The council also warned short-term international 

risks were increasing that could have a negative 
influence on public finances. 
It said current fiscal policy ensured public debt 
would fall in the coming years, but only if the 

current favourable macroeconomic conditions 
did not deteriorate.  

Slovenia, which narrowly avoided an 
international bailout for its banks in 2013, 
returned to growth a year later and expects 
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economic output to increase 5.1 percent this 

year, boosted by exports and investments, after 

5 percent in 2017. 
Public debt is this year expected to fall to some 
70 percent of gross domestic product (GDP) 
from 73.6 percent in 2017, but will remain well 
above 60 percent of GDP, which is the maximum 
allowed for euro zone members.  
Last year, the country ended with its first 
budget surplus in over 20 years amid higher 
tax inflows, and the government plans a 
surplus of 0.4 percent of GDP this year versus 
0.03 percent in 2017. 

The finance ministry confirmed in a separate 
statement on Wednesday that Slovenia had to 
continue to work to improve public finances in 
order to secure long-term economic growth and 

competitive business environment. 
It added the country should reform the national 
health and pension systems as soon as possible 
so as to ease the burden of a rapidly ageing 
population on the state budget. 
Leading the latest opinion polls are the centre-

left List of Marjan Sarec, which has not run for 
parliament before, and the centre-left Social 
Democrats, a junior partner in the government 
coalition. 
The main opposition party, the centre-right 
Slovenian Democratic Party, is close behind, 
while Prime Minister Miro Cerar's Party of 

Modern Centre looks set to come in fourth. 
 
(Reporting By Marja Novak; Editing by Mark Potter) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
 
 

Slovenia to raise defence spending to 

1.11 pct of GDP by 2023  

19-Apr-2018  
LJUBLJANA, April 19 (Reuters) - Slovenia will 

increase defence spending by about 43 million 
euros ($53.18 million) per year from 2018 to 
2023 so that defence spending will increase to 
1.11 percent of GDP in 2023 from 0.99 
percent this year, the government said on 

Thursday. 
Slovenia has been a member of NATO since 
2004 but although NATO members are obliged 
to spend 2 percent of GDP on defence the 
country's defence spending has been below that 
and has been mainly falling since 2010, when it 
reached 1.6 percent of GDP. 
"Spending for defence will reach 679 million 
euros in 2023," the government said in the 
statement after a regular weekly meeting, 
giving no further details. 

Defence spending was cut significantly in 2013 
when the country was struggling with a severe 
banking crisis and managed to only narrowly 
avoid an international bailout. 

It returned to growth a year later and the 

government expects the economy to expand by 
5.1 percent this year, boosted by exports and 
investments, versus 5 percent in 2017, with 
higher tax inflows enabling a hike in defence 

spending. 

 
($1 = 0.8085 euros) 
(Reporting by Marja Novak 
Editing by Alison Williams) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
 
 

Turkey 

Turkish longer-dated dollar bonds 

extend gains after snap election called  

19-Apr-2018  
LONDON, April 19 (Reuters) - Longer-dated 

Turkish sovereign dollar bonds extended 
gains on Thursday, with some issues hitting 

one-month highs after a snap election was 
called for June 24. 

The January 2041 issue rose 0.3 cents to 93.96 
cents in the dollar, the highest since mid-March, 
according to Tradeweb. The February 2045 bond 
also hit a near one-month high, gaining 0.13 
cents to 99.29 cents.  
Turkish five-year credit default swaps held at 

Thursday's close of 195 basis points, a near 
two-week low, down from an intraday high of 
204 bps in the previous session, according to 
IHS Markit. 

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

LATIN AMERICA AND 
CARIBBEAN 

 

Cuba 

Castro set to step aside as Cuban 

president, his reforms incomplete  

17-Apr-2018  
•Castro due to step down as president this 
week 
•Introduced some freedoms but economic 
opening has stalled 
•Concern that benefits of opening unevenly 
shared 

By Sarah Marsh 

HAVANA, April 17 (Reuters) - Most of Camilo 

Condis' family emigrated from Communist-run 
Cuba to the United States seeking a better 
life, but the 32-year-old decided to stay after 
Raul Castro became president a decade ago 
and promised change. 

Seeking to make socialism sustainable, Castro 

introduced some market reforms to the state-
run economy and secured a historic detente with 

the United States. He made it easier for Cubans 
to travel, allowed them to own property, 
cellphones and computers, and expanded 
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internet access. 

Condis, who graduated university in 2011, the 

year Castro announced most of the reforms, now 
makes a decent living in the capital, Havana, 
working for a restaurant in Cuba's fledgling 
private sector, and renting out a flat. He surfs 
the web daily and has traveled outside the 
Caribbean island. 

But even Condis, who has benefited more than 
most from the changes, is worried about the 
future as Castro prepares to step down as 
president this week and hand off power to a 
younger generation of Communist leaders.  
"I decided I could bet on a good future here," 

Condis said on a street buzzing with private 
cafes and shops, fruit of the changes. "But there 
is a lot of uncertainty."  

Like most Cubans, his biggest concern is the 
creaking economy, which remains one-third 
smaller than in 1985 when it was receiving 
subsidies from its ally the Soviet Union, 

according to former Cuban central bank 
economist Pavel Vidal. 
Castro introduced some new social freedoms 
when he officially took power from his ailing 
older brother Fidel Castro in 2008, albeit 
maintaining the one-party system that has a 
monopoly on the media and little tolerance for 

public dissent. 
On the economy, his government has 
implemented only a fraction of its planned 
market reforms, which aimed to deepen an 

opening Fidel Castro had started following the 
collapse of the Soviet Union in 1991. It has even 

backtracked on some. 
Those who welcomed the proposed changes 
blamed this on resistance to change from the 
party and entrenched bureaucracy as social 
inequality rose and the state's control 
diminished. 
"He created the main lines, the institutions, but 

what he wasn't able to do is end the old 
mentality," said Carlos Alzugaray, a retired 
Cuban diplomat. 
More than two-thirds of Cubans work in the 
inefficient state sector, earning on average $30 

per month, although free education and 
healthcare and some subsidized food and 

housing offset low wages to some extent.  
In interviews across the country, Cubans told 
Reuters they are struggling to get by. Travel and 
use of the internet at $1 per hour were luxuries 
many could ill afford. 
The benefits of the economic opening have been 

concentrated on the private services sector in 
cities, especially Havana where better relations 
with the United States boosted tourism. 
But even there, opportunities were curtailed last 
year when U.S. President Donald Trump partially 
reversed the detente, and they look set to be 
curbed further by tighter regulations. 

The economy has grown on average 2.4 percent 
per year over the last decade, according to 
official statistics. The government said in 2014 
that annual growth of at least 7 percent was 
necessary to develop the country. And exports 

have stagnated. 

Some analysts say Castro may have missed a 

historic opportunity to enact change given his 
authority as a leader of the 1959 revolution. 
Others say his legacy hangs in the balance. 
Much will depend on the path taken by his 
successor - likely to be 57-year-old Miguel Diaz-
Canel - and on how much Castro maintains a 

hand in policy as he remains head of the ruling 
Communist Party until 2021. 
A NEW CUBA? 
While critics saw just another Castro when Raul 
Castro took over from his more charismatic 
brother, who died in retirement in 2016, his 

ascent was seen by some as a ray of hope for 
reform. 
Once considered an implacable Stalinist, Raul 

Castro is said to have become more pragmatic 
after the Soviet collapse pushed Cuba to the 
brink of economic chaos.  
He was defense minister at the time and the 

military became the first Cuban institution since 
the revolution to introduce capitalist business 
practices, going on to manage large swaths of 
the economy. 
As president, Castro has trimmed the bloated 
state payroll, leased out fallow land and 
expanded the private sector. 

The number of self-employed Cubans has more 
than tripled to around 580,000, out of a total 
population of more than 11 million. Some of 
those have started earning - and spending - 

conspicuously more than everyone else. 
Castro also oversaw the creation of a Chinese-

style industrial park and a new law offering 
foreign investors tax cuts. To advance Cuba's re-
integration into global markets, he renegotiated 
its external debt, getting the Paris Club to 
forgive 76 percent of its $11.1 billion in official 
obligations. 
The detente with long-time foe the United 

States, reached with former U.S. President 
Barack Obama and announced in 2014 sparked 
global investor interest in Cuba.  
A surge in tourism boosted the private sector 
and remittances served as start-up capital for 

many Cubans forming small businesses, but that 
meant many of the emerging opportunities were 

for people in the right place, or with relatives 
abroad. 
RURAL CHANGE AT AN OX-PACE 
In rural areas, though, farmers remain 
dependent on the state to allocate scarce 
equipment like tractors. Agricultural output 

stagnated over the past decade, according to the 
Brookings Institution think tank, and Cuba still 
imports 60 to 70 percent of the food it 
consumes. 
"What we need here is a decent irrigation 
system," said farmer Mario Cruzata, 45, who 
uses ox-drawn plows to work his fields of yucca, 

eggplant and lettuce in southeastern Santiago 
de Cuba province. 
And while the reforms have had more success at 
stimulating the services sector, there are still 
lids on private business such as the lack of a 
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wholesale market and the right to import or 

export. 

"I wish they would let people grow," said 
Yusbely Andino, 40, who makes a living fixing 
computers in the eastern province of Holguin. He 
has to buy old PCs for spare parts. 
Moreover Cuba has authorized self-employment 
only in certain, highly specific categories, and it 

stopped issuing new licenses last year for certain 
popular activities like running restaurants and 
bed and breakfasts. 
In fact, a draft of new regulations seen by 
Reuters proposes curtailing the private sector. 
One measure would limit licenses to one 

business activity per person, hurting 
entrepreneurs like Condis. 
The economy overall remains distorted by a 

byzantine dual currency system with multiple 
exchange rates that Castro had promised to 
unify. 
Some analysts say his focus on generational 

change and attempt to foster more critical 
debate within the Communist Party may yield 
longer-term dividends. He has proposed age and 
term limits for leaders and deployed a more 
collective leadership style, after decades of 
dominance by a single figure, Fidel Castro. 
If Raul Castro's successor continues on his 

reform path, he could still be remembered as 
Cuba’s version of Deng Xiaoping, who 
transformed China from failed central planning 
to market socialism, said William Leogrande, a 

professor of government at American University. 
"But if the updating fails, Raul will be 

remembered as just one more reform 
communist who couldn’t force the system to 
change despite his best efforts." 
 
(Reporting by Sarah Marsh and Nelson Acosta 
Editing by Frances Kerry) 
(( sarah.marsh@thomsonreuters.com ; +53 5217 
0928; Reuters Messaging: 
sarah.marsh.thomsonreuters.com@reuters.net )) 
 
 

Ecuador 

Ecuador opens probe of ex-President 

Correa over debt operations  

19-Apr-2018  

QUITO, April 18 (Reuters) - Ecuador's state 

prosecutors' office said on Wednesday that it 
had opened an investigation of former 
President Rafael Correa and 10 former 
officials for alleged mismanagement of public 
debt during the last five years of his 
administration. 

"There were irregularities in the use of public 
debt in the Ministry of Economy and Finance, the 

Central Bank of Ecuador, the National Planning 

Secretariat and other institutions (...) between 
January 1, 2012 and May 24, 2017," the 
prosecutors' office said in a statement. 
The investigation is based on an audit by the 
national comptroller that concluded that Correa 
and others changed the formula for calculating 

the country's debt to GDP ratio and refused to 

release certain documents. 

Those under investigation include three former 
finance ministers and seven other former 
officials. 
Reuters was unable to obtain comment from 
Correa, who lives in Belgium. Three advisors 
who live in Ecuador did not answer calls seeking 

comment. 
Correa borrowed heavily during his 10 years in 
office, in part through oil-for-loan arrangements 
with China and Thailand that helped finance the 
government spending that made him popular. 
Prosecutors have accused these officials of 

violating public debt regulations by negotiating 
up-front payments for future oil deliveries 
without registering the operations as 

indebtedness. 
Correa has defended the financial operations and 
has said he is victim of political persecution by 
President Lenin Moreno, his former vice 

president. 
 
(Reporting Alexandra Valencia Writing by Brian 
Ellsworth) 
(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
 
 

Jamaica 

IMF Executive Board Concludes 2018 

Article IV Consultation and the Third 

Review under the Stand-By 

Arrangement with Jamaica  

16-Apr-2018  
April 16, 2018  
•Program implementation remains strong 5 
years into the authorities' economic reforms, 
with public debt firmly on a downward 
trajectory.  
•Resolving the complex central government 
wage and employment structure is necessary 

to sustainably reduce the wage bill and 
redirect resources to growth-enhancing 
spending.  
•Building resilience of agriculture to weather 
events, and investing in school attendance 
and youth training programs will improve 
growth and social outcomes.  

On April 10, 2018, the Executive Board of the 
International Monetary Fund (IMF) completed 
the 2018 Article IV Consultation and the third 

review of Jamaica's performance under the 
program supported by the Stand-By 
Arrangement (SBA), on a lapse of time basis.1 
The 36- month SBA with a total access of SDR 
1,195.3 million (about US$ [xx] billion), 
equivalent of 312 percent of Jamaica's quota in 

the IMF, was approved by the IMF's Executive 
Board on November 11, 2016. The Jamaican 
authorities continue to view the SBA as 
precautionary, and to use it as an insurance 
policy against unforeseen external economic 
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shocks that could lead to a balance of payments 

need.  

Strong program implementation continues to 
anchor macroeconomic stability. All quantitative 
performance criteria and structural benchmarks 
for end-December 2017 were met. Fiscal 
consolidation is ongoing: primary surplus is 
expected to be at least 7 percent of GDP in 

FY17/18 and a similar target is set in the 
FY18/19 budget; public debt is projected to be 
under 100 percent of GDP by end-March 2019. 
The unemployment rate is at a 10-year low, 
inflation and the current account are modest, 
international reserves are at a comfortable level, 

and external borrowing costs are at historical 
lows.  
Nonetheless, GDP growth is estimated to have 

been a disappointing 0.5 percent in 2017. 
Weakness in agriculture, slow recovery in 
mining, and a deceleration in manufacturing 
offset growth in tourism and construction. The 

growth forecast is being revised down to 0.9 
percent in FY17/18 and about 2¼ percent in the 
medium term; expected growth dividends from 
5 years of reforms are somewhat offset by 
remaining structural issues, crime, and 
implementation capacity constraints.  
Inflation remains well-anchored. Higher food 

prices resulting from flooding have begun to 
unwind, and CPI inflation in February was 4.4 
percent (y/y). Core inflation has remained low 
(2.7 percent in February 2018), in part due to 

weak domestic demand. Both headline and core 
inflation are expected to steadily approach the 

midpoint of the BOJ target band (4-6 percent) 
over the medium-term. The current account 
deficit remains relatively low (at 2.8 percent of 
GDP in FY17/18) and it is expected to shrink 
over the medium-term, as oil prices remain 
contained and tourism earnings improve.  
Financial system vulnerabilities are being 

progressively addressed. Non-performing loans 
were at about 2 percent of assets at end-2017, 
and banks' capital are at about 14 percent of 
risk-weighted assets, well above the 10 percent 
regulatory minimum. Liquidity risks appear 

manageable, a steady fall in real interest rates 
has supported credit creation, and banks' FX 

assets and liabilities appear to be broadly 
matched.  
Executive Board Assessment  
In concluding the 2018 Article IV Consultation 
and the Third Review under the Stand-By 
Arrangement with Jamaica, Executive Directors 

endorsed staff's appraisal as follows:  
The economic reform program, that began in 
May 2013, has been a turning point for Jamaica. 
With broad-based social and political support for 
reforms, the Jamaican government-over two 
administrations-has embarked on a path of fiscal 
discipline, monetary and financial sector 

reforms, and wide-ranging structural 
improvements to break a decades-long cycle of 
high debt and low growth.  
Considerable progress has been achieved on 
macroeconomic policies and outcomes. Fiscal 

discipline-anchored by the Fiscal Responsibility 

Law-has been essential to reduce public debt 

and secure macroeconomic stability. 
Employment is at historic highs, inflation and the 
current account deficit are modest, international 
reserves are at a comfortable level, and external 
borrowing costs are at historical lows.  
Growth and social outcomes, however, have 

been discouraging. Economic growth continues 
to disappoint, averaging only 0.9 percent since 
the reforms began. Entrenched structural 
obstacles, including crime, bureaucratic 
processes, insufficient labor force skills, and 
poor access to finance, continue to hinder 

productivity and growth. Moreover, the 
agricultural sector's vulnerability to weather 
shocks exacerbated rural poverty in 2015. Not 

addressing these bottlenecks could pose risks for 
continued public support for the government's 
policy program.  
Structurally reducing the wage bill is critical for 

the government to reprioritize spending toward 
growth-enhancing projects. More expenditure is 
needed for infrastructure, citizen security, 
building agricultural resilience, health, 
education, and the social safety net. Creating 
the space for such spending will require going 
beyond temporary remedies like wage freezes 

and adjustments to non-wage benefits. It will 
require high-quality measures to (i) overhaul the 
compensation structure to retain skills and 
reward performance, (ii) streamline the vast and 

inequitable allowances structure, (iii) prioritize 
key government functions and shed those 

activities that it can no longer afford to 
undertake, and (iv) change the capital-labor mix 
through technology upgrades, including a better 
monitoring of (and accountability for) 
government spending. Inevitably, these reforms 
will also require a reduction in the size of the 
public workforce. Such a holistic approach will 

support a durable reduction in the wage bill, 
without frequent discordant wage negotiations, 
and enhance public service delivery with fewer 
but better paid public employees.  
Improving social outcomes and fostering 

inclusive growth will require addressing 
structural bottlenecks and creating an enabling 

environment for private sector. Countering both 
weak social outcomes and escalating crime will 
take time but will be essential for sustained 
growth. In this regard, the evidence suggests 
that early childhood education, interventions to 
improve school attendance, and skills training 

for the youth would foster a virtuous cycle of 
lower crime, higher wages, stronger growth, and 
increased economic opportunity, particularly for 
the young. Policies to support productive private 
investments, including improving lending to 
smaller businesses and reducing lending-deposit 
interest spreads, will help fuel such an upswing. 

However, the government must resist the 
pressure to use scarce public resources to 'pick 
winners' (including through providing tax 
incentives). Instead, the goal should be a 
uniform, broad-based, and low rate tax system, 
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a level playing field for business, and 

harmonized rules for all.  

Formalizing the current inflation targeting 
regime will help entrench macroeconomic 
stability and promote growth. With inflation 
likely to remain in the lower part of the central 
bank's target range, a looser monetary stance 
remains appropriate. Meanwhile, upcoming 

revisions to the BOJ Act-including a clear 
mandate for price stability, a reformed 
governance structure, and a strong central bank 
balance sheet-will help institutionalize the 
inflation targeting framework. Also, continued 
development of the FX market, liquidity 

management and forecasting toolkit, along with 
upgrading the BOJ's communication practices, 
will improve policy signaling and enhance 

credibility. Successful inflation targeting will 
require a clear commitment to a flexible and 
market-determined exchange rate with limited 
involvement of the central bank in the currency 

market. This implies that FX sales should be 
confined to disorderly market conditions, 
especially given the reductions in the surrender 
requirements, and buy auctions should aim to 
build reserves in a non-disruptive way.  
Financial sector stability is a prerequisite for 
strong and sustained growth. Ongoing prudential 

and supervisory improvements will enhance 
systemic stability. While changes to investment 
limits for non-banks should be considered, they 
must be backed by a thorough assessment - 

including of appropriate regulations, risk 
management guidelines, and supervisory 

arrangements - to ensure that greater flexibility 
in non-banks' asset-liability management 
practices does not jeopardize financial stability. 
Introduction of a Special Resolution Regime for 
financial institutions will strengthen the system's 
safety net while putting clear requirements in 
place for the use of public resources.  

Continued reform implementation will not only 
safeguard hard-won gains but also deliver 
stronger growth and job creation. After 5 years 
of reforms and tenacious fiscal consolidation, 
risks from reform fatigue and loss of social 

support are high, especially as growth remains 
feeble and crime escalates. Addressing some of 

the entrenched structural problems that hamper 
growth is not an overnight task; these difficult 
reforms require continued broad-based support 
and policymakers' commitment to persevere 
with the implementation.  
1 The Executive Board takes decisions under its 

lapse-of-time procedure when the Board agrees 
that a proposal can be considered without 
convening formal discussions.  
 
(C) Copyright 2018 - IMF - International Monetary 
Fund 
 
 

Puerto Rico 

Puerto Rico board's turnaround plan 

promises more austerity  

19-Apr-2018  

By Nick Brown 
NEW YORK, April 18 (Reuters) - Puerto Rico's 

federally-appointed oversight board on 
Wednesday unveiled a framework for the 
bankrupt island's fiscal turnaround that 
breaks with Governor Ricardo Rossello's 
vision, pushing pension cuts and labor 

reforms while hinting at layoffs. 

The plan, expected to be approved by the board 
at a public hearing beginning Thursday in San 
Juan, forecasts $6.7 billion in debt payment 
ability through 2023. 
Tasked with helping the U.S. territory regain 
access to debt markets, the board has been 

negotiating with Rossello for months on a fiscal 

blueprint for Puerto Rico's recovery from the 
dual scourges of fiscal insolvency and natural 
disaster.  
But the board can impose a plan unilaterally if it 
cannot reach terms with the governor, and was 
expected to do so after Rossello earlier this 

month opposed the board's calls for labor and 
pension reforms. 
The island filed the biggest government 
bankruptcy in U.S. history last year, with $71.5 
billion of bond debt and $50 billion in pension 
obligations. It then suffered catastrophic 
damage from September's Hurricane Maria.  
The board's $6.7 billion projected surplus is 
slightly higher than an earlier forecast by 
Rossello, though still about $8.8 billion short 
of what Puerto Rico owes in that period, 
according to the board's projections.  

Puerto Rico's benchmark general obligation bond 
has long traded below par in expectation of 
repayment cuts in bankruptcy. It traded around 

42.25 cents on the dollar on Wednesday, while 
senior sales tax-backed debt traded at 60.75 
cents, according to Thomson Reuters data. 
With pensions virtually insolvent, current 
benefits could cost more than $1 billion a year 
from the island's general fund. 
The board is proposing slashing those benefits 

by 10 percent on average, though individual cuts 
would vary based on income.  

The board's plan would loosen private-sector job 
security that is stronger than in almost any U.S. 
state, eliminate mandatory Christmas bonuses, 
halve paid leave, and condition minimum wage 
hikes on benchmarks like boosting dismal labor 

force participation. 
While stopping short of demanding layoffs, the 
board calls for cuts to government spending and 
suggests that "attrition and headcount 
reductions" at the island's Department of Public 
Safety could help boost savings. It also notes its 

proposed public education model would 
"decrease headcount requirements." 
Rossello has vociferously opposed layoffs and 

pension cuts, while insisting the board lacks the 
authority to impose them without legislation.  
If Puerto Rican leaders refused to implement 
such measures, the board could sue to enforce 

them, setting up a potential court battle over the 
details of Puerto Rico's path out of bankruptcy.  

mailto:Publicdebtnet.dt@tesoro.it


 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  21 

 
(Reporting by Nick Brown 
Editing by Tom Brown) 
(( nicholas.p.brown@tr.com ; + 1 646 281 6045; 
Reuters Messaging: 
nicholas.p.brown.reuters.com@reuters.net ; on Twitter 
https://twitter.com/NickPBrown) ) 
 
 

Venezuela 

Venezuela bondholders inch toward 

$50 billion debt default showdown  

18-Apr-2018  
By Maiya Keidan, Corina Pons and Paul Kilby 
LONDON/CARACAS, April 18 (Reuters) - 
Investors holding billions of dollars in 
defaulted Venezuelan bonds have formed at 

least one bondholder committee that is 
seeking a financial adviser, according to 
several sources familiar with the matter, in a 
sign they may be gearing up for a legal 
dispute.  
President Nicolas Maduro's government began 
quietly halting interest payments on some $50 
billion in publicly traded debt last year in an 
effort to save hard currency for the collapsing 

socialist economy, which is suffering from 
hyperinflation. 
Investors have been slow to move against 
Venezuela and its state oil company, PDVSA, in 

part because Maduro has shown no signs of 
advancing the kind of reforms - including an 
overhaul of the oil industry - needed to restore 

economic stability.  
The committee that is close to naming an 
adviser recently met in London and will meet 
again this week in Washington, possibly as early 
as Wednesday, the sources said. 
"Clearly the situation is unsustainable," said an 

investor source familiar with the situation. 
"Venezuela is in a situation where it will break 
one way or another."  
The creditors "want to be ready to be part of 
getting that sorted out," the source said. 
Another source said investment bank Houlihan 

Lokey Inc is the front-runner for the financial 

adviser job but a decision is not yet final.  
Houlihan Lokey did not immediately respond to a 
request for comment. 
Another source, meanwhile, said other creditors 
had formed at least one other committee.  
The formation of the committees and 
appointment of advisers could signal investors 

are marshaling forces for an eventual legal 
dispute with Venezuela - a move known as an 
acceleration that requires backing from holders 
of 25 percent of a given bond.  
That could unleash international court battles 
similar to a 15-year dispute between creditors 
and Argentina after it defaulted on its sovereign 

debt in early 2002. 
IN FLUX 
Sources said any legal offensive is unlikely to 
happen until after Venezuela's May 20 
presidential election, which its main opposition 

coalition is boycotting on the grounds that the 

vote is stacked in favor of Maduro. 

“I think the idea is to be ready for whatever 
comes down the pike after the elections," said 
one of the sources, speaking about the meeting 
in Washington. "It’s better to share information.” 
He and other sources said the committee 
membership was still in flux and that hedge 

funds with a more aggressive stance toward 
Venezuela than the institutional shareholders 
who now dominate could eventually join. 
The group close to naming an adviser includes 
12 of the 15 largest creditors, according to two 
sources familiar with the matter.  

The biggest holders of Venezuelan debt include 
UK asset manager Ashmore Group, as well as 
BlackRock Inc, T. Rowe Price Group Inc and 

Northern Trust Corp. 
Venezuela and PDVSA are in default on a 
combined total of $52 billion in bonds as a 
result of failure to make some $2.3 billion in 
interest payments, according to Thomson 
Reuters data and local financial consultants. 

Venezuela this month angered investors by 
making an interest payment on the PDVSA 2022 
bond - most of which were acquired by Goldman 
Sachs Group Inc - despite being in default on 
most of its debt. 
The move to service debt on those securities, 
dubbed "hunger bonds" in a reference to the 

country's worsening humanitarian crisis, has 
spurred complaints of discrimination from other 

investors holding bonds in default, according to 
two fund managers who focus on Venezuela. 
'HUNGER BOND' OUTRAGE 
"The government is starting to have the capacity 
to pay what it wants and to not pay what it 

doesn't want," said Alejandro Grisanti of 
Venezuelan consultancy Ecoanalitica. "That's the 
perfect incentive for a lawsuit." 
Maduro's government had in the past said U.S. 
sanctions, which do not directly block routine 
operations such as bond payments, had 

prevented it from getting some $2 billion in 
outstanding interest payments to investors. 
Creditor committees would help push an 
acceleration, or demand that the issuer pay 

down the principal, because with the exception 
of Goldman and the "hunger bonds," no single 
creditor holds such a large percentage of any 

single bond. That means that in most cases, 
creditors would have to join forces to accelerate.  
In addition, U.S. sanctions block U.S. citizens 
from buying newly issued Venezuelan bonds. 
That effectively shuts down the possibility of 
exchanging defaulted debt for new paper that 
matures down the road, which is the most 

common form of resolving sovereign debt 
disputes.  
 
(Writing by Brian Ellsworth; additional reporting by 
Rodrigo Campos, Karin Strohecker, Tom Hals and Marc 
Jones; editing by Christian Plumb and Jonathan Oatis) 
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AFRICA 
 

Chad 

IMF resumes lending to Chad following 

Glencore debt deal  

14-Apr-2018  
DAKAR, April 14 (Reuters) - The International 

Monetary Fund said it was resuming loan 
disbursements to Chad after the Central 
African oil producer reached an agreement in 
principal to restructure its more than $1 

billion debt to Glencore and four banks. 

Glencore and the banks lent Chad's state oil firm 
about $1.45 billion in 2014 to be repaid with 

crude oil cargoes but global oil prices crashed 
shortly thereafter. 
The debt has eaten up nearly all of Chad's oil 
profits -- its main source of revenue -- 

prompting tense negotiations that began last 
year about restructuring.  
The agreement struck in February extends the 
maturity of the debt and provides a two-year 
grace period on principal payments.  
The IMF approved about $300 million in credit to 
Chad at the end of June and initially released 

$48.8 million. But a decision on the next 
disbursement was delayed as the government's 
talks with its creditors dragged on. 
In a statement late on Friday, the IMF said it 

would immediately disburse about $51 million. 
Mitsuhiro Furusawa, the Fund's deputy 
managing director, said the February deal "is 

expected to yield the necessary financing for the 
program and firmly restore external debt 
stability".  
The IMF also said it expects Chad's economy to 
grow by 3.5 percent this year, after it contracted 
by 3.1 percent last year, assuming the terms of 

the agreement are implemented.  
 
(Reporting by Aaron Ross; editing by Clelia Oziel) 
(( Aaron.Ross@thomsonreuters.com ; +221 77 569 
1702; )) 
 
 

Congo Republic 

Congo Republic still not ready for IMF 

deal despite pledged reforms  

19-Apr-2018  
•Oil producer hit hard by drop in crude prices 
•Govt-guaranteed debt at around 110 pct of 
GDP 
•Talks with IMF drag on due to need to 

restructure debt 

Retops with IMF statement, writes through 
By Christian Elion 
BRAZZAVILLE, April 19 (Reuters) - An 

International Monetary Fund team in the 
Congo Republic said on Thursday it was not 
ready to propose an aid programme for the 
debt-crippled country to the IMF board but did 
applaud reforms promised by Brazzaville to 

obtain a bailout. 

Like other Central African oil producers, Congo 

has been hit hard by low crude prices. But while 

several regional neighbours, including Chad and 
Gabon, have secured bailouts from the IMF, 
talks with Congo have dragged on since last 
year. 
The delay is largely due to the IMF's demand 
that the government restructure its debt, 

which stood at $9.14 billion, or around 110 
percent of GDP, by the end of July and which 
the Fund says is unsustainable. 

The IMF wrapped up its latest visit to Congo on 
Wednesday. 
"Staff understands that the authorities will 
continue to work in the coming weeks on 
implementing their comprehensive strategy to 

restore debt sustainability and ensure full 
program financing," it said in a statement. 
"Once compliance with all relevant IMF policies 
has been established, an arrangement to 
support Congo's economic program would be 
proposed for the IMF Executive Board's 
consideration."  
Congo is seeking to restructure its debt with 
commodities trading houses after borrowing 
$2 billion from merchants including Trafigura 
and Glencore. The bulk of its external debt, 
however, is owed to Chinese entities. 

In a statement released late on Wednesday, 
Prime Minister Clement Mouamba said that any 
restructuring of the external debt would not 

affect multilateral creditors or holders of Congo's 
Eurobond, which matures in 2029. 
It added that the government expected the talks 
to "rapidly lead to the adoption" of a three-year 
programme with the IMF. 
Government revenues have dropped by a third 
since world prices for crude plummeted in 2014 

and 2015. The IMF said last year that the non-oil 
economy was expected to contract by 9.2 
percent in 2017. 
That hardship was exacerbated by Congo's 
chronic governance problems, the Fund 
statement said.  
"The authorities will need to take bold and 

immediate governance reforms to put into effect 

the government’s proclaimed intention to mark a 
break with past policies and practices," it said. 
The mission commended the government's 
pledges to establish an independent anti-
corruption body, oblige senior officials to declare 
their assets and foster transparency regarding 

natural resource management and large 
infrastructure projects.  
 
(Additional reporting and writing by Joe Bavier; editing 
by Mark Heinrich) 
(( joe.bavier@thomsonreuters.com ; +225 07074101; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
 
 

Mozambique 

Mozambique state accountable for debt 
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but responsibility must be shared-

president  

17-Apr-2018  
By Karin Strohecker 
LONDON, April 17 (Reuters) - Mozambique will 

assume responsibility for debt incurred by 
previous administrations, but there needs to 

be a shared responsibility by those providing 
the loans, President Filipe Nyusi said on 
Tuesday.  

Heavily indebted Mozambique got cut off from 
multilateral and foreign donors such as the 
International Monetary Fund after the 
government admitted to $1.4 billion of 
previously undisclosed loans in 2016.  

Shortly afterwards, Mozambique announced its 
debt burden had become unsustainable, but 

progress in restructuring has been slow and 
Maputo only presented a plan to overhaul its 
debt burden to its commercial creditors in 
March.  
"We are holding a dialogue with creditors and 

we are looking at what should be done. 
Naturally this is a complex process," said 
Nyusi, speaking through a translator at 
international think-tank Chatham House in 
London.  

"It is a complex process because it is not only 
Mozambique to be seen as a culprit... This loan 
was from a certain place, they were not aware 
we are just giving this, due diligence should 

have been done, so this is a responsibility that 

should be shared," he added, not specifying 
which part of the debt he was referring to.  
The debt earmarked for restructuring includes a 
eurobond, which has some $726 million 
outstanding, as well as the hidden loans, of 

which much was spent on building a state tuna-
fishing company and upgrading maritime and 
military security. 
The debt has also been subject to a forensic 
audit released last summer, but the report could 
not account for all the proceeds.  
Eurobond holders have dug in their heels, 

demanding those holding the hidden loans 
arranged by Swiss lender Credit Suisse and 

Russia's VTB ought to be first in line to take 
some pain. 
However, there can be no question of not 
assuming responsibility for debt arranged by 
previous governments, Nyusi added.  

"One thing is certain... The state has to be 
accountable for debts, we should not just 
abandon," said Nyusi, who was in London to 
attend a meeting of Commonwealth Heads of 
Government. 
"Otherwise, if we do not assume these debts of 

previous administrations, we will be seen as a 
country that is not serious."  
Nyusi confirmed that Mozambique's finance 
minister and other policy makers were currently 

in Washington to meet IMF officials and creditors 
on the sidelines of the IMF/World Bank annual 
meeting. 

 
(Reporting by Karin Strohecker; editing by Sujata Rao 
and Gareth Jones) 

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

Nigeria 

Nigeria to sell 90 bln naira of bonds 

next week, debt office says  

18-Apr-2018  
LAGOS, April 18 (Reuters) - Nigeria plans to 

auction 90 billion naira ($286 million) of 
bonds on April 25 and raise additional debt 
between May and June as part of its second 
quarter issuance programme, the Debt 
Management Office said on Wednesday.  

The government aims to raise 100-160 billion 

naira in May and June from bonds maturing in 
2023, 2025 and 2028, its auction calendar 
showed. The bonds are re-openings of previous 
issues, except for the 2023 which is a new issue. 
The April sale, also of bonds maturing in 2023, 
2025 and 2028, will be settled two days later, it 
said. 

Nigeria has been tapping international bond 
markets to sell eurobonds in order to switch its 
debt mix towards dollar-denominated notes to 
lower costs. It raised $2.5 billion via the 
eurobond market in Feburary. 
It plans to raise a further $2.8 billion this year. 

However, its 2018 spending plan of 8.612 trillion 
naira, which assumes a deficit of 2.005 trillion 
naira, has been delayed in parliament. 
 
($1 = 314.5000 naira) 
(Reporting by Chijioke Ohuocha; Editing by Mark 
Potter) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

South Africa 

IMF lifts South Africa's GDP forecast to 

1.5 percent in 2018  

17-Apr-2018  

JOHANNESBURG, April 17 (Reuters) - The 

International Monetary Fund on Tuesday lifted 
South Africa's economic growth forecast for 
the next two years citing the election of a new 
political leadership, but warned growth would 
underperform if no economic reforms were 
carried out. 

South Africa's economy has received a shot in 
the arm with the election of President Cyril 

Ramaphosa in February replacing scandal-prone 
Jacob Zuma. Ramaphosa has promised to revive 
the economy and crack down on government 

corruption. 
The IMF raised its 2018 forecast of gross 
domestic product to 1.5 percent for 2018 and 
1.7 for 2019, compared to previous forecasts 
of 0.9 percent and 1.6 percent respectively.  
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South Africa's economy grew by 1.3 percent in 

2017 compared with a revised 0.6 percent in 

2016. 
"Business confidence is likely to gradually firm 
up with the change in the political leadership, 
but growth prospects remain weighed down by 
structural bottlenecks," the international lender 
said in its latest World Economic Outlook 

published in Washington. 
"The election of new political leadership reduces 
some of the policy uncertainty. However, 
advancement of the outstanding reforms is 
critical for reinvigorating economic growth and 
making it more inclusive," said the IMF. 

The IMF said the reforms would improve 
infrastructure in transport and 
telecommunication sectors to spur growth. 

The lender said South Africa's economic growth 
would average 1.8 percent between 2020 and 
2023, well below the country's target of 5 
percent annual expansion needed to dent 

soaring levels of poverty and unemployment. 
Growth in sub-Saharan Africa is projected to rise 
to 3.4 percent in 2018 and 3.7 percent in 2019, 
the IMF said. 
 
(Reporting by Mfuneko Toyana 
Editing by James Macharia) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

Uganda 

Uganda to borrow $412 mln from China 

and World Bank for health, education 

projects  

17-Apr-2018  
KAMPALA, April 17 (Reuters) - Uganda said on 

Tuesday it intends to borrow a total of $412 
million from the World Bank and China's Exim 
Bank to fund projects in education, health and 
energy sectors.  

Uganda's public debt has grown rapidly in recent 
years on the back of the country's voracious 

uptake of Chinese credit, raising concerns about 
the impact of high debt servicing costs on 
government finances. 
Uganda's cabinet approved a decision to 
borrow $200 million from the World Bank and 
another $212 million from Exim Bank at a 

meeting on Monday, the government said in 
an emailed statement, but terms have yet to 
be negotiated.  

The money from the Chinese lender would partly 
finance connecting an additional 170,000 
customers to the power grid "which will lead to 
an immediate growth in demand for electricity", 
the government said.  

The funds from the World Bank would finance 

the construction of hundreds of secondary 
schools and the upgrading of 331 rural health 
facilities.  
Concerns have been growing about Uganda's 
growing debt load, including from the country's 

central bank. 
Total public debt climbed to $15.9 billion by 
the end of February, or 62 percent of the 
country's gross domestic product. 

The central bank has warned that rising public 
debt risked pushing Uganda into default and 
stifling economic growth as debt servicing costs 
take up the lion's share of annual spending. 
The opposition and other critics accuse the 

government of squandering an expected windfall 
from crude oil sales, saying rapid borrowing is 
effectively mortgaging the country's own future. 
Officials reject that, saying it is necessary to 
borrow to build critical infrastructure and 
improve the business environment. 
 
(Reporting by Elias Biryabarema 
Editing by Susan Fenton) 
(( Email:elias.biryabarema@thomsonreuters.com ; Tel. 
+256 772 887 571; Reuters Messaging: 
elias.biryabarema.thomsonreuters.com@reuters.net )) 
 
 

Zambia 

Zambia debt dispute undermines 

African credit  

17-Apr-2018  
By Ed Cropley 
LONDON, April 17 (Reuters Breakingviews) - 
Two years after a “tuna bond” went rotten in 
Mozambique, a familiar whiff of decay is 

spreading across Africa. Zambia, the 
continent’s number two copper producer, has 
denied its dollar debt is much higher than the 
official $8.7 billion, equivalent to a third of 
GDP. But a sharp rise in opaque country-to-
country loans, particularly from China, is 
muddying the picture. 

Zambia’s eastern neighbour defaulted in 2016, 
unable to repay an $850 million Eurobond issued 
to finance a state tuna firm that never caught 

any fish. The country also missed repayments on 
$2 billion of loans, hidden from parliament and 
the International Monetary Fund, which were 
spent on military kit. 
Even the official data suggests Zambia is on 
financial quicksand; external debt has jumped 
sixfold since 2010 and the IMF says it is at 
“high risk of debt distress”. Hidden borrowing 

would make the situation worse. Economists 
say bilateral credit arrangements are pushing 
debt levels to breaking point. Risk consultancy 
EXX Africa reckons dollar debt could be as high 
as $15.6 billion, citing leaked finance ministry 
and central bank documents. The yield on 
Zambia’s 10-year Eurobond jumped 70 basis 

points to 7.2 percent last week, though it fell 
following the finance ministry’s denials. 
The dispute carries broader lessons for a 
continent that enjoyed sweeping debt 

forgiveness as recently as 2005. Since then, the 
likes of Ghana, Rwanda, Tanzania, Kenya and 

Uganda have been granted access to an array of 
funding options beyond taxes and aid. These 
include Eurobonds, syndicated commercial debt, 
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soft loans from the IMF or World Bank, and 

bilateral loans – mainly from China. The 

profusion of lenders was supposed to bring a 
welcome diversification of funding. But it has 
also made total sovereign exposure harder to 
gauge. 
Uganda’s debt has ballooned from $6 billion to 
$15.1 billion in the last three years and is now 
equal to around half the country’s GDP, 

according to its increasingly jittery central 
bank. Most of that increase is due to loans 
from China. 

Granted, the People’s Republic is unlikely to 
drive its African partners into bankruptcy. But 
the overall debt picture is more and more 
blurred. Even if Zambia does not produce any 
fishy surprises, the cost of credit across Africa 

just ticked up a notch.  
CONTEXT NEWS 
- The International Monetary Fund has not asked 
Zambia to undertake an independent debt audit 
following market speculation that its foreign debt 
may be higher than stated, the country’s finance 
minister said on April 13. 

- Zambia said on April 11 that its $8.7 billion 
foreign debt has not been understated and those 
saying it is higher should produce evidence. 
- Citing leaked finance ministry and central bank 
documents, economic consultancy EXX Africa 
said external debt could be as high as $15.6 

billion. Nomura has also questioned official debt 
figures. 

- The yield on Zambia’s 10-year Eurobond 
maturing in 2022 jumped 70 basis points to 7.2 
percent on April 9. The bonds were yielding 6.5 
percent on the morning of April 17.  
 
(Editing by Peter Thal Larsen and Bob Cervi) 
(( ed.cropley@thomsonreuters.com ; Reuters 
Messaging: 
ed.cropley.thomsonreuters.com@reuters.net )) 
 
 

Zimbabwe 

Zimbabwe in tight timeline to repay 

arrears, seek more funding  

17-Apr-2018  
NEW YORK, April 16 (Reuters) - Zimbabwe 

stuck on Monday to its plan to clear its debt 
arrears by September with the aim to tap 
international capital markets by the end of the 
year, though that timeline would be "very 

fast-tracked." 

Zimbabwean officials met with investors in New 
York in search for cash that would clear about 
$1.8 billion in arrears with the World Bank and 
the African Development Bank. Repayment 
would unlock more cash from the ADB and is 
necessary to tap other sources of development 
financing. 

"We need to clear the ADB and World Bank 
before we're able to go into a program with the 
IMF," said John Mangudya, governor of the 
Reserve Bank of Zimbabwe, at a press event 
following the investors' meeting. 

"What we need is a bridge financing from the 

likes of these investors," he said. 

In 2016, Zimbabwe paid off 15 years’ worth of 
arrears to the International Monetary Fund. 
The timeline for the arrears payment and the 
added funding "is possible, but it would be very 
fast-tracked," said Dean Tyler, head of fixed 
income at Exotix Capital, which hosted the 

meeting. 
Some 40 to 50 international investors, 
institutions and hedge funds among them, 
attended the meeting, according to Tyler, and it 
follows a similar meeting in London last month. 
The pitch to investors comes shortly after Robert 

Mugabe, Zimbabwe's president for nearly 30 
years, was forced to resign following a de facto 
army coup last November. 

Zimbabwe became a pariah in the West after 
Mugabe's government was accused of rigging 
votes and abusing human rights, and over the 
years it has turned to China for investment to 

help an economy desperate for new 
infrastructure. 
 
(Reporting by Rodrigo Campos Editing by Leslie Adler) 
(( rodrigo.campos@reuters.com ; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net )) 

OCEANIA 
 

Papua Nuova Guinea 

S&P Lowers Papua New Guinea’s 

Sovereign Credit Rating To 'B', Raises 

Outlook To Stable  

16-Apr-2018  
April 16 (Reuters) - S&P: 
S&P lowers Papua New Guinea’s sovereign 

credit rating to b from b+; raises outlook to 
stable from negative. 

Says Papua New Guinea ratings lowered to 'b' on 
deteriorating debt profile and lower economic 
growth; outlook is stable. 

Says affirmed its 'b' short-term foreign and local 
currency ratings on Papua New Guinea. 
Says stable outlook reflects view that Papua New 

Guinea to remain low-income economy with 
weak institutions, limited monetary policy 
flexibility. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 

GLOBAL 

 

GLOBAL MARKETS-Bond yields rise, oil 

prices drop as Syria fears ebb  

16-Apr-2018  
•U.S., German govt bond yields hit three-
week highs 
•Oil prices drop more than 1.5 percent  
•Stocks remain flat ahead of U.S. earnings 
•Graphic: World FX rates in 2018  
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By Abhinav Ramnarayan 

LONDON, April 16 (Reuters) - Oil prices fell 

sharply and government bond yields rose on 
Monday on the view that this weekend's U.S.-
led missile strikes on Syria were unlikely to 
mark the start of a broader conflict. 

Saturday's strikes marked the biggest 
intervention by Western countries against Syrian 
President Bashar al-Assad and his ally Russia, 

which is facing further economic sanctions over 
its role in the conflict. 
"There is a feeling (in the market) that there will 
be no follow-up action," Rabobank fixed income 
analyst Lyn Graham-Taylor said. 
European shares eased, however, adding to a 
mixed picture from Asian stock markets and 

suggesting that a degree of caution prevails. 

While last week's bid for investment safety in 
top-rated government bonds unwound, other 
traditional safe-haven bets held firmer. Gold 
prices were little changed, while Japan's yen and 
the Swiss franc were higher than levels seen late 
on Friday.  
European and U.S. government bond yields, 
which move inversely to prices, rose across 
the board. That was partly as attention turned 
to what is expected to be a robust first-
quarter U.S. corporate earnings season, which 
begins in earnest this week.  

The yield on both German and U.S. 10-year 
government bonds, seen as among the most 
liquid and safe assets in the world, were at their 

highest levels for three weeks.  
Oil prices, meanwhile, dropped sharply. Brent 
crude fell more than 1 percent to $71.78 a 
barrel, with a rise in U.S. drilling for new 
production also dragging on prices. 
MSCI's world equity index, which tracks shares 
in 47 countries, was flat on the day and a 

benchmark pan-European stock index was 
marginally lower.  
U.S. stock futures were pointing to a higher 
opening on Wall Street, with Dow and S&P 
Futures up 0.6 percent each and Nasdaq futures 
up 0.7 percent. First quarter earnings for U.S. 

companies will be very important after 
February's sell-off, Lombard Odier Investment 

Managers chief investment strategist Salman 
Ahmed said.  
"If there is a genuine dent in earnings, people 
will sit up and take notice," he said, noting that 
regulation will be a powerful driver for the 

technology sector, citing the example of 
Facebook, as well as the banking industry.  
EYEING ABE 
The dollar failed to hold its early gains on the 
yen and eased to 107.27, though that was still 
up on last week's low around 106.62. 
Dealers were keeping a wary eye on Japanese 

politics after a survey showed support for Prime 
Minister Shinzo Abe had fallen to 26.7 percent, 

the lowest since he took office in late 2012. 
Abe's sliding ratings are raising doubts about 
whether he can win a third three-year term as 
ruling Liberal Democratic Party leader in a 

September vote, or if he might even resign 
before the party election.  

"For markets, the question is whether this 

matters for economic policy," UBS Wealth 

Management global chief economist Paul 
Donovan said. "A change in leadership may 
matter if the next prime minister has a radically 
different agenda." 
Japan's Nikkei rose 0.3 percent while MSCI's 
broadest index of Asia-Pacific shares outside 

Japan slipped 0.4 percent as Chinese blue-chips 
skidded 1.7 percent.  
The euro was a higher at $1.2368, while the 
dollar index eased to 89.540. 
 
(Reporting by Abhinav Ramnarayan, Additional 
reporting by Wayne Cole on SYDNEY, Dhara 
Ranasinghe, Sujata Rao and Alasdair Pal in LONDON; 
Editing by Louise Ireland) 
(( abhinav.ramnarayan@thomsonreuters.com ; 0044 
207 542 7253; 0044 777 555 1499; Twitter - 
@abhinavvr;)) 

 
 

IMF warns rising trade tensions 

threaten to derail global growth  

17-Apr-2018  
By David Lawder 

WASHINGTON, April 17 (Reuters) - The 

International Monetary Fund warned on 
Tuesday that rising U.S.-China trade 
restrictions threaten to damage a steady 
global growth picture, but there was still time 
for the world's two largest economies to step 
back from the brink. 

The IMF, in its latest World Economic Outlook, 
kept its global growth forecasts for both 2018 

and 2019 unchanged at 3.9 percent after 
upgrades in January that were partly based on 
expectations of stronger U.S. spending spurred 
by tax cuts. 
But IMF chief economist Maurice Obstfeld said 
those effects will fade quickly, causing growth to 

slow in subsequent years. 
"The prospect of trade restrictions and 
counter-restrictions threatens to undermine 
confidence and derail growth prematurely," 
Obstfeld told a news conference ahead of the 
IMF and World Bank spring meetings this 
week, where trade is expected to dominate 
discussions. 

Asked if a trade war was under way, Obstfeld 
said the United States and China had fired 

"some warning shots" on tariff plans but had not 
activated them. 
"There’s still room for countries, I think, to 
engage in a more multilateral set of discussions 
to take advantage of the set of dispute 
resolution mechanisms in place to avoid any 
intensification," he said. 

Obstfeld added that the Trump administration 
trade initiatives would do little to reduce the 
overall U.S. trade and current account deficits, 
as these have more to do with U.S. spending 

exceeding income. 
GROWTH UNDER PRESSURE 

The IMF raised its U.S. growth projections by 0.2 
percentage point from its January forecasts for 
both years, to 2.9 percent for 2018 and 2.7 
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percent for 2019. 

"Global growth is projected to soften beyond the 

next couple of years," the IMF said in the report, 
adding that advanced economies would be "held 
back by aging populations and lackluster 
productivity." 
The Trump administration has maintained that 
Republican tax cuts passed last year would allow 

the United States to maintain sustained gross 
domestic product growth above 3 percent for 
years and defy forecasts that U.S. budget 
deficits will balloon over the coming decade.  
For now, the IMF said increased export demand 
was contributing to slight growth forecast 

upgrades for the euro area and Britain for 2018, 
while the IMF kept its forecasts unchanged for 
Japan, China, India, Russia and Mexico. 

Forecasts were cut slightly for Canada, the 
Middle East and North African countries, as well 
as a number of low-income developing 
countries. 
The IMF said prospects for developing 
economies to grow per-capita incomes face 
difficulties over the next five years, especially 
in commodity-exporting countries in the 
Middle East, sub-Saharan Africa, Latin 
America and the Caribbean. 

Risks to the global growth forecasts were 
broadly balanced for the next few quarters, with 
the potential for stronger business profits to 

increase hiring and investments that could boost 
productivity, the IMF said. 

But trade tensions, such as the United States 
and China's recent dueling tariff announcements, 
could take a direct toll on trade and economic 
activity and also cause financial market turmoil 
that would tighten financial conditions and hurt 

confidence. 
Research from 2016, the IMF said, showed that 
tariffs or other barriers that led to a 10 percent 
increase in import prices in all countries would 
lower global output and consumption by about 
1.75 percent after five years and close to 2 
percent in the long term. Global trade would fall 

15 percent after five years and 16 percent in the 
long run under such a scenario, it said. 
 
©Thomson Reuters 2018. All rights reserved. 
 
 

Global tensions hold back RI's positive 

momentum  

19-Apr-2018  
Marchio Irfan Gorbiano and Anton Hermansyah , 
The Jakarta Post, Jakarta 
The recent rating upgrade Indonesia obtained 
from global ratings agency Moody's Investor 

Service will not necessarily lower the 
country's sovereign debt yields in the long run 
as current global tensions have given 
investors pause all over the world. 

The ratings agency increased on April 13 
Indonesia's sovereign debt rating from Baa3 to 
Baa2 -- which is in the lower-medium 
investment grade category -- prompting hopes 
among top government officials that it could 

help lower yields of the country's sovereign debt 

papers. 

Lower yields were expected to help reduce debt 
interest payment in the state budget, but it 
might not be permanent as yields of government 
bonds (SBN) began to increase earlier this week, 
said I Made Adi Saputra, a fixed-income analyst 
at MNC Sekuritas. 

"The [SBN] yields follow the movements in 
global bonds' yields," he told The Jakarta Post 
recently. 
Investors sold United States' Treasury bill (T-
bill) on Monday after the world's largest 
economy led other Western powers in missile 

strikes in Syria. As bond prices were falling, the 
yield of the two-year T-bill reached 2.39 
percent. 

Other sovereign bonds also saw yield increases, 
such as by 3 basis points (bps) and 2.4 bps in 
10-year United Kingdom and 10-year Germany 
bonds, respectively. 

Tensions in Syria eased on the next day as the 
US and Russia avoided direct conflict in the 
Middle Eastern country, but investors still feared 
it could lead to a bigger problem, including a 
negative impact on the US economy moving 
forward. 
Pressure also came from the US Federal 

Reserve, which was unclear over how many 
times it would increase its reference rate this 
year. Recently, New York Fed president William 
Dudley said the Fed would be aggressive as he 

mentioned the possibility of raising its fund rate 
four times this year. 

With those pressures, Made said the increasing 
trend in global yields posed difficulties for 
Indonesian government bond yields to continue 
decreasing following the rating upgrade. 
"In this case, the rating upgrade will [instead 
only] prevent Indonesian bond yields from 
increasing further," he said. 

In its rating decision, Moody's reasoned that 
Indonesian fiscal and monetary policies had 
become increasingly credible and effective over 
the past few years as policymakers prioritized 
preserving macroeconomic stability and building 

financial buffers. 
Finance Minister Sri Mulyani Indrawati previously 

said yields of Indonesian government bonds with 
US dollar and euro denominations decreased by 
0.8 bps and 2 bps, respectively, after the rating 
upgrade was announced. Meanwhile, yields of 
rupiah-denominated government bonds declined 
by 5 bps. 
"The decline in yields came immediately after 
[Moody's] announcement; and I heard that 
some state-owned enterprises currently 
carrying out a bonds issuance have been 
impacted positively with lower yields and 
more competitive prices," she said recently in 
Jakarta. 

However, the currency market did not respond 
well to Indonesia's rating upgrade, unlike in the 
past, such as in May 2017 when Standard 

&amp; Poor's (S&amp;P) increased Indonesia's 
rating to investment grade. 
During the S&amp;P investment grade 
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announcement, the rupiah appreciated by 0.23 

percent to Rp 13,325 per US dollar from Rp 

13,403 a day before. The rupiah continued to 
strengthen a day after to Rp 13,294 against the 
greenback. 
Meanwhile, following the rating upgrade by 
Moody's on April 13, the rupiah strengthened by 
0.23 percent to Rp 13,755 per US dollar from Rp 

13,788 the day before. However, it depreciated 
to Rp 13,756 per US dollar on Wednesday. 
BI Governor Agus Martowardojo acknowledged 
that despite the momentum from Moody's rating 
upgrade, there were uncertainties at the global 
level over a drawn-out trade war between the 

US and China and the possibility of the Fed 
increasing its fund rate more times than 
projected throughout the year. 

 
Copyright (c) 2018 The Jakarta Post 
 
 

Record $164 trillion global debt - a big 

number, but not a big worry: McGeever  

20-Apr-2018 
By Jamie McGeever 
LONDON, April 19 (Reuters) - Global debt has 

never been higher, the IMF said this week, 
urging countries to take advantage of current 

strong GDP growth rates and reduce it before 
economic and financial stability come under 
serious threat. 

Certainly, some of the figures in the IMF's latest 
fiscal report were eye-catching: debt at the end 
of 2016 was $164 trillion, or 225 percent of 
global GDP; almost half of the rise since 2007 
has come from China alone; government debt-

to-GDP in advanced economies has only ever 
been higher once in history, around the time of 
the Second World War. 
And in a world of sub-par inflation and weak 
wage growth, higher nominal debt on both 
national and individual levels is a potential worry 
because the real value of that debt continues to 

rise. 
"There is no room for complacency," the IMF 
warned. 

But there are reasons why this warning may ring 
hollow. 
Firstly, an increase in borrowing and credit to 

revive the world economy following the financial 
crisis is exactly what the International Monetary 
Fund and global financial authorities wanted. 
Interest rates have been floored at zero for a 
decade, central banks have pumped over $10 
trillion of QE into the global financial system and 
governments have unleashed a tsunami of fiscal 

stimulus not seen since for decades. 
Strong medicine, no doubt, but it was needed. 
And it worked. By and large, the world financial 
system is stronger now than it was in 2007, the 
world economy is posting its strongest 

synchronised growth since 2011, and inflation 
remains conspicuous by its absence. 

For several years post-2008, a lack of demand 
for credit was policymakers' biggest big fear. 
Surely now, therefore, higher borrowing reflects 

a welcome increase in confidence among 

individuals and companies. 

Rising debt is, in itself, not necessarily a bad 
thing. 
Conservative orthodoxy holds that borrowing 
must be kept in check so future generations 
don't pay for the excesses of today, to avoid 
currency debasement, and prevent inflation from 

exploding. 
But companies and governments need to borrow 
to expand and support growth. As Charlie 
Robertson at Renaissance Capital notes, most of 
the increase has been in the public sector. And 
of the growth in private sector borrowing, China 

accounts for 75 percent. 
"The idea that governments might have 
borrowed more when interest rates are the 

lowest in a century is not that surprising. What 
is more interesting is why in so many countries, 
the private sector has not borrowed more, and 
when might that change," Robertson wrote in a 

note on Thursday. 
Countries that borrow in their own currency 
are inured from exchange rate risk and 
imported inflation. Japan has long had the 
highest debt-to-GDP ratio in the world, but its 
bond yields and interest rates have long been 
the lowest in the world. 

Even Italy, albeit backed by European Central 
Bank QE, has historically low borrowing costs 

despite shouldering the second largest debt load 
in the world. 
Of course, emerging market countries are 
different. They often borrow in dollars and so 
are exposed to fluctuations in exchange rates, 
U.S. interest rates and Treasury bond yields. 
And the borrowing binge over the past decade 
has been led by emerging markets. China 
alone has accounted for 43 percent of the 
increase in global debt since 2007, or $21 

trillion. 

In the case of China, the growth in private 
sector debt has been an increasing tail risk for 
investors. The fear is this bubble bursts and the 
fallout spreads to the rest of the world. 
But despite periodic scares in recent years, this 
hasn't happened. Many analysts say China's FX 

reserves of more than $3 trillion are a 

sufficiently large rainy day fund to ensure 
private sector debt poses little threat to the 
economy at large. 
At the end of 2007, global FX reserves stood 
at $6.7 trillion. Central banks' FX reserves 
now are more than $11 trillion, the bulk of 
which is held by emerging market countries. 
That's a pretty big cushion. 

Finally, global interest rates and bond yields 
may not rise much further from current levels. 
The historically long U.S. economic expansion 
may not have much further to run, and parts of 
the U.S. money market and swaps curves show 
investors now expect the Fed to start cutting 

rates in 2020. 

The U.S. bond yield curve is the flattest in over a 
decade, which gives credence to the view that a 
slowdown is looming. History shows that should 
the curve invert, recession will follow. 
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The 10-year U.S. Treasury yield has been stuck 

below 3 percent for seven years. While it could 

break above at any time there's little to suggest 
it will go too much higher, far less for a 
sustained period of time. 
Few people anticipate a 4 percent handle. 
 
(Reporting by Jamie McGeever 
Editing by Alison Williams) 

(( jamie.mcgeever@thomsonreuters.com ; +44 (0) 
207 542 8510; )) 
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