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ASIA 
  

China 

China's Jan-Nov fiscal revenues +3.8% 

y/y  

17-Dec-2019  

BEIJING, Dec 17 (Reuters) - China's fiscal 

revenues in the first eleven months of the 
year rose 3.8% from a year earlier, the 
Ministry of Finance said on Tuesday. 

Fiscal expenditures for the January-November 
period increased 7.7% on an annual basis, the 
ministry said in a statement on its website. 
 

(Reporting by Roxanne Liu and Se Young Lee; Editing 
by Andrew Heavens) 
((hongkong.newsroom@thomsonreuters.com; （8610

） 6627-1277; Reuters Messaging: 

roxanne.liu@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Across China: Treasury bonds protect 

rural residents' savings  

18-Dec-2019  

CHONGQING, Dec. 18 (Xinhua) -- It was a big 

day for Peng Xuefeng, from a remote village 
in southwest China's Chongqing Municipality, 
as he purchased 50,000 yuan (about 7,135 
U.S. dollars) in treasury bonds in November. 
He said it was not a hasty decision. 
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"Some bank workers came to our village and 

taught us about treasury bonds. I came to know 

that treasury bonds are a kind of financial 
product with low risk and high interest rates. 
They are perfect for us farmers who care about 
long and stable yields," Peng said. 
Living in Jin'e Village in Banan District, Peng 
makes a living by planting radishes. His annual 

income is about 8,000 yuan. The 50,000 yuan 
he used to buy the bonds was previously a term 
deposit. This sum of money is critical for a rural 
family like Peng in case of an emergency. 
After learning that the interest rate of treasury 
bonds is higher than that of term deposits, Peng 

decided to withdraw his hard-earned savings 
and make the purchase. 
The 50,000-yuan 5-year treasury bonds can 

yield a profit of about 7,500 yuan for Peng. 
Ma Chengzi, a villager of Zhongyi Township, 
Shizhu Tujia Autonomous County, bought 
40,000-yuan 5-year treasury bonds in July after 

joining in financial management courses 
provided by local banks in his township. 
In the past, rural residents rarely had enough 
awareness of risk prevention and lacked 
financial management knowledge. Some who 
were eager to increase their income through 
financial investment were easily lured by 
illegal fund-raising activities, resulting in the 
loss of their hard-earned money. 

Due to the lack of information and financial 

knowledge, Chinese rural residents, those in 

remote and poverty-stricken areas in particular, 
have long been unaware of government bonds. 
With the deepening of the poverty alleviation 
and rural revitalization strategies, providing rural 
residents with more access so that they can 

obtain more income and protect their earnings 
has become the focus of the work of local 
governments. 
To achieve the goal, some areas in China have 
begun to promote treasury bonds among 
people in the countryside. 

Since 2018, Chongqing Operations Office of the 
People's Bank of China has been popularizing 

knowledge of treasury bonds in counties and 
townships in the Three Gorges Dam area, 

mountainous areas, ethnic minority communities 
and poverty-stricken areas. Local cooperative 
banks also help publicize related knowledge in 
banks and even farms and villages. 
"Since more and more rural residents have 

shaken off poverty, it is necessary to keep their 
income increasing, while these activities enable 
them to obtain basic financial knowledge," said 
Wang Jinjun, director of the business office of 
the Zhongyi Township branch of the Postal 
Savings Bank of China. 
It is also an important method to consolidate 

the achievements in poverty relief in western 
China, a major battlefield against poverty, 
Wang said, adding that, in a bid to ensure all 
rural residents have access to treasury bonds, 
local banks sometimes start to sell the bonds 
one day in advance. 

So far, the financial knowledge popularization 
activities have achieved good results in 

Chongqing. In 2018, more than 46,700 rural 
people bought 1.66 billion yuan of treasury 

bonds. From January to September, a total of 
3.16 billion yuan of treasury bonds were sold, 
1.69 times the total amount over the same 
period last year. 

Experts suggest that as long as rural residents 
choose normal financial institutions for their 
investment, such as buying bonds or other 
financial management products, their assets will 

be better protected and they will acquire higher 
yields.  
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

China central bank adviser voices 

caution over local govt debt woes  

18-Dec-2019  
SHANGHAI, Dec 18 (Reuters) - A Chinese 

central bank adviser has suggested 
authorities help consolidate local government 
financing vehicles (LGFVs) to prevent any 
wave of defaults that could threaten financial 

stability in the country. 

Local governments around China have borrowed 
heavily over the past few years through off 
balance-sheet LGFVs, and have accumulated 
more than 50 trillion yuan ($7.1 trillion) in debt 

outstanding, according to estimates by Goldman 
Sachs. 

Ma Jun, a special adviser to the People's Bank Of 
China, told the official Securities Times 
newspaper that provincial and city governments 
should encourage LGFVs with strong 
fundamentals to acquire weak ones to reduce 
default risks. 
"Among tens of thousands of LGFVs in China, if 

several default publicly, a chain reaction could 
be triggered," Ma said in the interview published 
on Wednesday. 
A consolidation effort could help "re-allocate 
debts to financially healthier entities, and will 
help improve financial conditions, liability 
structure and credit ratings of the entity post-
merger", he said. 

Authorities should also support some LGFVs in 

going public or acquiring listed firms to expand 
their financing channels, Ma told the newspaper. 
The risk of a default among LGFVs is rising after 
China's economic growth hit a near 30-year-low 
in the third quarter as the Sino-U.S. trade war 
dragged on, weakening local governments' fiscal 

conditions. 
Earlier this month, an LGFV in China's northern 
province of Inner Mongolia missed payments on 
privately issued bonds. 
Ma's proposals underline the need the country 
faces to diffuse the risks associated with its 

mountains of local government debt. 

Many LGFVs are under rising liquidity pressure 
as the economy slows and property prices 
soften, Ma said. Land sales is a key source of 
funding for many local governments. 

mailto:Publicdebtnet.dt@tesoro.it
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($1 = 7.0389 Chinese yuan renminbi) 
(Reporting by Samuel Shen and John Ruwitch; Editing 
by Hugh Lawson) 
((samuel.shen@thomsonreuters.com; +86 21 
20830018; Reuters Messaging: 
samuel.shen.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Georgia 

Georgia passes 2020 budget, expects 

economic growth of 4.5%  

17-Dec-2019  
TBILISI, Dec 17 (Reuters) - Georgia will 

increase spending next year when it expects 
the economy to grow by 4.5%, according to 
the 2020 budget passed by parliament on 

Tuesday. 

The former Soviet republic, which has pipelines 
that carry oil and gas from the Caspian region to 
Europe, also expects state revenues to rise next 
year. 
The economy expanded by 5.1% year-on-year in 
the first 10 months of 2019, matching the same 
period of 2018. 
The 2020 budget estimates total state 
revenues at 14.6 billion lari ($4.9 billion), up 
from 12.9 billion anticipated this year. 
Spending is projected at 14.4 billion lari next 
year, or 1.3 billion lari higher than this year. 

Tax revenues will total around 10.3 billion lari, 
up 600 million lari from the 2019 forecast, while 
the budget deficit is seen at 2.4% to gross 

domestic product. 
The 2020 budget sees annual inflation 
averaging around 3.5%, 0.5% higher than the 
central bank's target and its forecast for this 
year. 

Annual inflation in November stood at 7%, up 
from 1.9% in November 2018 and from 6.9% in 
the preceding month this year. 
 
($1=2.96 lari) 
(Reporting by Margarita Antidze; Editing by Angus 
MacSwan) 
((margarita.antidze@thomsonreuters.com; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

IMF allocates $41.4 mln loan to 

Georgia  

18-Dec-2019  
TBILISI, Dec 18 (Reuters) - The IMF has 

approved a $41.4 million loan to Georgia after 
the country demonstrated a robust economic 
performance with resilient growth and a lower 
current account deficit, the IMF said on 
Wednesday. 

The loan is the sixth made to Georgia under a 

three-year, International Monetary Fund 
programme totalling $291.5 million, and brings 

total disbursements to $248.7 million. 

The Fund said that the programme, which is 

aimed at promoting higher and more inclusive 
growth, had been extended by one year until 
April 11, 2021. 
The government expects growth this year of 
around 5%, though central bank governor Koba 
Gvenetadze told Reuters in September that GDP 

might drop to 4.5% because of a dispute with 
neighbouring Russia and anti-government 
protests. 
The IMF's forecast for 2019 is growth of 
4.6%. Georgia serves as a transit route for 
Caspian Sea oil and gas and has a growing 
tourism sector. 
The Fund said that despite solid growth, the 
balance of risks was on the downside "as 

domestic and international uncertainties could 
weigh on investment, reducing medium-term 
prospects." 

The IMF said that the former Soviet republic's 
central bank had appropriately tightened 
monetary policy to address inflationary 
pressures. 
"Exchange rate flexibility remains vital as a 

shock absorber for the Georgian economy, and 
foreign exchange interventions should be limited 
to addressing excessive volatility or building 
reserves," it said in a statement. 
Georgia's central bank raised its key refinancing 
rate to 9% from 8.50% on Dec. 11 amid higher 
inflation. 

The central bank began raising rates in 
September as annual inflation exceeded the 3% 
target. 
Annual inflation in November stood at 7%, up 
from 1.9% in November 2018 and from 6.9% in 
the preceding month this year. 

The central bank's total foreign currency 
reserves declined to $3.327 billion on Dec. 1 
from $3.387 billion a month earlier. 
 
(Reporting by Margarita Antidze; Editing by Chizu 
Nomiyama) 
((margarita.antidze@thomsonreuters.com; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

India 

Moody's Says India's Economy 

Constrained By Weakening Household 

Consumption, Weighing On Credit 

Quality  

16-Dec-2019  
Dec 15 (Reuters) - Moody's: 
• India's economy constrained by 
weakening household consumption, weighing 

on credit quality 

• India's weak household consumption will 
curb economic growth and weigh on the credit 
quality of Indian issuers in a range of sectors 
• Lowered its GDP growth projection for 

mailto:Publicdebtnet.dt@tesoro.it
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India for the fiscal year ending March 2020 to 

4.9% from 5.8% 

• Expects that Indian government's 
measures to stimulate domestic demand will be 
limited in offsetting this slowdown 
• Slower economic growth in India over 
last few quarters will also reduce debt servicing 
capabilities of households 

 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. I 
©Refinitiv 2019. All rights reserved.  
 
 

Indian budget likely to cut tax rates for 

individual taxpayers, sources say  

17-Dec-2019  

By Aftab Ahmed and Manoj Kumar 
NEW DELHI, Dec 17 (Reuters) - The Indian 

government is likely to trim personal income 
tax rates and cut the tax on long-term capital 
gains from equity investments in its next 
budget, in a bid to spur economic growth, four 
government officials. 

Government officials are also debating whether 
to offer more help to troubled financial services 
and whether to increase import duties boost 
private investments and domestic 
manufacturing. 
"We are discussing tinkering with ... income tax 
rates so that more money is put in the people's 

hands," a senior government official directly 

involved in budget discussions told Reuters.  
Many groups have been urging the government 
to cut personal income tax rates to spur demand 
and lift economic growth, which sank to a six-
year low of 4.5% in the July-September quarter 
from 7% a year ago.  

Indian Prime Minister Narendra Modi earlier this 
year cut corporate tax rates to 15% for new 
manufacturers and to 22% for existing 
companies, from about 30%. 
Finance Minister Nirmala Sitharaman is 
expected to present the budget for 2020/21 
fiscal year on Feb. 1. She has promised a 
budget that will do more to boost growth.  

Another government official said a proposal to 
relax long- term capital gains on stock 
investments was under consideration, to attract 
investors. 
"There are various suggestions, including 
completely removing it," the official said, adding 
the issue was discussed at the level of the Prime 

Minister's office. He said a final decision was still 
to be taken.  
The government might also change import 
duties on select items to promote domestic 
manufacturing, a trade ministry official said.  
Industry groups have urged the government to 

withdraw the long-term capital gains tax to 
encourage retail investment in mutual funds and 

shares, instead of other assets like gold or real 
estate.  
"Additional net disposable income resulting from 
reduction in personal tax rates could enhance 
consumption and spur overall demand for goods 

and services," the Federation of Indian 

Chambers of Commerce and Industry said in a 

submission to the government. 
 
(Reporting by Manoj Kumar and Aftab Ahmed; editing 
by Euan Rocha and Larry King) 
((manoj.kumar@thomsonreuters.com; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

India MPC Awaits budget Measures 

before Rate Action, Raises Inflation 

Woes  

19-Dec-2019  

By Dharam Dhutia 

NewsRise 
MUMBAI (Dec 19) -- India’s Monetary Policy 

Committee members have raised concerns 
over inflation trajectory, particularly food 
prices, while they await cues for further rate 
action from the federal budget 
announcements to revive growth.  

“It is imperative that monetary and fiscal 
policies work in close coordination,” Reserve 

Bank of India Governor and MPC Chairman 
Shaktikanta Das said in the minutes of 
December meeting released today, adding that 
the next budget will provide greater clarity about 
the further measures of New Delhi. 

Das said the current spike in food prices driven 

by vegetables can be looked through, but more 
clarity is needed on how the overall food 
inflation path is going to evolve, as there is 
some uncertainty about the outlook of prices of 
certain non-vegetable food items such as 
cereals, pulses, milk and sugar.  
Earlier this month, the rate-setting panel 

unexpectedly kept its key policy rate unchanged, 
awaiting clarity on inflation and economic growth 
outlook after having slashed the repo rate by 
135 basis points in 2019.  
MPC member Michael Patra said inflation 
readings may be higher in the next two-to-three 
months and “inflation pressures are rotating” 

from vegetable prices to those of other elements 
of food and beverages, leading to the pause in 
rate cuts.  
The panel increased its inflation projection to 
4.7%-5.1% for the October-March period. It 
projects inflation at 3.8%-4.0% for April-
September. The central bank targets inflation at 

4%. November inflation print jumped to 40-
month high of 5.54%.  
The MPC had also lowered its forecast for 
India’s GDP growth for this year to 5%, from 
6.1% announced in October and 6.9% 
forecast in August. The nation’s growth 
slumped to over six-year low of 4.5% in July-
September.  

Meanwhile, MPC member Ravindra Dholakia said 

that under current circumstances the fiscal 
discipline target of 3% of GDP should not be 
overemphasized and can be temporarily ignored.  
“Even though the N.K. Singh Committee has 

mailto:Publicdebtnet.dt@tesoro.it
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provided for a slippage by 50 bps under such 

exigencies, there is hardly any rationale for only 

50 bps slippage. In my opinion, therefore, the 
slippage of more than 50 basis points may also 
be justified under the present circumstances,” 
Dholakia said.  
India aims fiscal deficit at 3.3% of GDP this 
fiscal year, but many brokerages expect slippage 

due to shortfall in revenues and increased 
expenditure to support growth.  
“Lackluster revenue collections, alongside 
lower nominal GDP growth rate add to the risk 
of fiscal slippage,” Pami Dua said. “Thus, at 
this juncture, it would be prudent to take a 
cue from the upcoming Budget on the 
government’s initiatives to revive growth.” 

While Dua also said the policy heavy-lifting to 

reverse the growth slowdown has to be a multi-
pronged approach, another member Chetan 
Ghate said that the counter-cyclical monetary 
policy has not been effective due to inadequate 
policy transmission.  
Some members reiterated that there is still room 
for policy action but will await evolving data.  

“Even as space exists for future monetary policy 
action, a pause at this juncture would help 
calibrate the appropriate policy response in 
future,” RBI Deputy Governor and MPC Member 
BP Kanungo said.  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Govt to Switch Near-term Bonds with 

Longer Durations   

20-Dec-2019  
Bond traders are expecting a 'switch' of 
government bonds between the treasury and 
the Reserve Bank of India, effectively 
reducing the pressure on government 
borrowings next fiscal year even as the 
central bank launched its own version of an 

Operation Twist to drive yields down. It is 
expected that the central bank would swap a set 
of bonds that are coming up for maturity in the 

near future with bonds that would mature at a 
longer date, eliminating the need to meet 
redemption. As a prelude, it has announced a 
sale of bonds worth 10, 000 crore with longer 
maturity and buying bonds worth similar amount 
that are maturing next fiscal year. 

"By bringing down gross issuances to the 
market, the switch with RBI, if done, will 
somewhat alleviate this pressure, " said Suyash 
Choudhary, head-fixed income at IDFC MF. 

However, alongside this the government should 
also proactively court foreign capital to finance 
part of its deficit. This can be rule based and 

needn't cause concerns of excesses. 
"After the global financial crisis when the yields 

did not budge much despite increasing liquidity, 

the then Federal Reserve Chairman Ben 

Bernanke purchased bonds at longer end 
pushing yields down and raising rates in the 
near term. This came to be termed 'Operation 
Twist'. The benchmark yield has risen more than 
30 basis points since the last bi-monthly 
monetary policy on December 4 when the gauge 

was at 6.47%. It yielded at 6.75% Thursday 
reflecting fears that the government may not be 
able to hold on to its fiscal deficit targets. 
Bond yields and prices move in opposite 
direction.RBI did not reply to ET's email until 
publication of this report. The central bank is 

estimated to be holding 80, 000 crore out of 3. 
20 lakh crore G-secs that will mature in financial 
year 2020-21 which it bought from the market 

earlier this year. If the 'switch' happens, 
probably the government may replace the bonds 
maturing in fiscal 20-21with those maturing 
sometime in fiscal 2028 or 2032 depending on 

the year when the redemptions are less on an 
average."It would be an intra-year adjustment 
of duration supply of banking system for the 
next year," said Manish Wadhawan, founder, 
Serenity Macro Partners. 
It might help soften yields a bit. But, it is to be 
seen if it pans out elongating maturities and 

cutting gross borrowings. "Term spreads 
measured as the differential between 10-year 
government bond yield and that on one-year 
treasury bills is the highest since 2010. 
The RBI Thursday announced open market 
operations to buy and sell government bonds 
from the market for 10, 000 crore each. The 
move is liquidity neutral in a system that is 

running surplus cash. By doing so, they will 
release shorter maturity papers (2020) in 
exchange of owning long-dated papers. 

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

Indonesia 

Indonesia to reduce retail bond sales in 

2020 after weak 2019  

16-Dec-2019  
JAKARTA, Dec 16 (Reuters) - Indonesia plans 

to cut back its retail bond issuance next year 
after a sharp increase in 2019 led to weak 
sales, a finance ministry official said on 
Monday. 
Indonesia doubled the number its retail bond 
offerings to 10 times this year, with an aim to 
raise 80 trillion rupiah ($5.68 billion). The 
previous year, it sold retail bonds five times and 
raised 46 trillion rupiah. 
The increase in 2019 was intended to reduce 
the government's reliance on foreign funds to 
finance its budget deficit. 

However, the government ended up raising just 
49.9 trillion rupiah from its 10 retail bond 
offerings, according to government data, despite 
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efforts to jazz up the marketing to attract more 

millennial investors. 

"We're considering to reduce the number of 
issuances for effectivity reasons. Maybe to 6-8 
times" next year, Luky Alfirman, head of the 
finance ministry's financing department, said, 
according to a local news website. 
The government would seek to raise around 40 

trillion rupiah to 60 trillion rupiah in 2020 from 
retail bonds, Alfirman was quoted by 
Kontan.co.id as saying.  
Local investors appeared not ready for the 
nearly monthly issuance of the bonds this year, 
with sales ahead of the Muslim fasting month 

and before of the start of the school year 
suffering from weak demand, he said. 
As of Dec. 13, just 3% of tradable government 

bonds were owned by individuals, barely 
changing from end-2018 level. Meanwhile, the 
proportion of debt owned by non-resident 
investors increased slightly to 38.6%, from 

37.71% at the end of last year.  
To fund the 2020 fiscal deficit, Alfirman last 
week said the government would sell two new 
types of bonds in 2020: diaspora bonds and 
Sustainable Development Goals bonds. 

In total, Indonesia plans to raise 735.52 trillion 
rupiah from the bond market next year, Alfirman 
said. 
 
($1 = 14,080.0000 rupiah) 
(Reporting by Tabita Diela and Gayatri Suroyo; Editing 
by Alex Richardson) 
((gayatri.suroyo@thomsonreuters.com; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Indonesia on track for budget deficit of 

2.2% of GDP in 2019  

19-Dec-2019  
JAKARTA, Dec 19 (Reuters) - Indonesia is on 

track for a budget deficit of 2.2% of gross 
domestic product (GDP), wider than planned 
but in line with the government's latest 
projection, as revenue collection remained 
weak towards year-end, its finance minister 
said on Thursday. 

Government revenue in Southeast Asia's largest 

economy have taken a hit as economic growth 
weakened, exports slumped and oil and gas 
production missed targets, pressuring the 
budget deficit. 
In January-November, the government reported 
total income of 1,677.1 trillion rupiah ($119.1 

billion), rising just 1% from the corresponding 
period a year earlier, Finance Minister Sri 
Mulyani Indrawati told a news conference. 
With government spending at 2,048 trillion 
rupiah in the same period, Indonesia had 
booked a deficit of 2.29% of GDP in the fiscal 
year as of November. 

"This will narrow in December, likely towards 
2.21%-2.22% (of GDP)," Indrawati told a news 

conference. 

The government's latest estimate for the 
deficit was the higher end of a 2%-2.2% of 

GDP outlook range. Its initial plan was to keep 
the deficit at 1.84%. 

Indrawati has been criticised by some market 
players for keeping fiscal policy too conservative 
and not allowing the deficit to widen further, 
despite a slowing economy. 
Indonesia's economic growth is seen at 5.05%-

5.06% in 2019, Suahasil Nazara, vice finance 
minister, told the same news conference. This 
pace is weaker than 2018's 5.17% and would 
mark the first slowdown in four years. 
The 2019 Indonesian budget was set under 
the assumption that GDP would expand 5.3%. 

Indrawati said global uncertainty, stemming 
from Brexit and the U.S.-China trade war, had 

hurt business confidence and household 
consumption. 
"When things are uncertain, consumption is 
withheld, money saved and investment delayed. 
Decisions to hold back on things weaken the 
economy," she said. 
Corporate tax payments by mining and some 

manufacturing companies continued to shrink, 
reflecting tougher business conditions. 
The government has promised it would not 
withhold productive spending to control the 
deficit, though there were some efficiency cuts 
on non-urgent allocations. 

Still, as of November, the government had only 
spent 63% of its capital expenditure plans, 

amounting to 119.5 trillion rupiah, based on 
Indrawati's presentation. 
Indonesia has raised enough funds from the 
bond market and loans to cover for the 2019 
deficit and there is no plan to raise more, 
officials said. 

 
($1 = 14,080.0000 rupiah) 
(Reporting by Tabita Diela and Bernadette Christina 
Munthe; Writing by Gayatri Suroyo; Editing by 
Stephen Coates) 
((gayatri.suroyo@thomsonreuters.com; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Israel 

Next Israel gov't must invest, not cut 

spending  

17-Dec-2019  
By Steven Scheer 
JERUSALEM, Dec 17 (Reuters) - Israel should 

not reduce state spending but rather increase 

investment so that the economy will grow 
faster in the coming years, Accountant 
General Rony Hizkiyahu said on Tuesday. 

Hizkiyahu, one of the top officials at the finance 
ministry, urged the next government to take 
significant steps, such as boosting spending on 
public transportation infrastructure and reducing 
the regulatory burden, to boost economic 

growth. 
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"This is our opportunity to do these things to 

create a situation where the government can 

increase growth to more than 3% in the coming 
years because there is one thing that is clear -- 
we cannot cut spending," he said at the annual 
Eli Hurvitz economic conference. 
"We are a young country that needs to continue 
to invest in all types of infrastructure. We need 

kindergartens, classrooms and hospitals," 
Hizkiyahu said. "We need to make a decision 
that is not simple to invest in the future." 
For now, the ministry is limited in what it can do 
since the country has been run by caretaker 
governments for a year. Israel held 

parliamentary elections in April and September 
but neither Prime Minister Benjamin Netanyahu 
nor challenger Benny Gantz have been 

successful in forming a coalition. 
A new election has been called for March 2, 
meaning a 2020 budget is unlikely to be 
approved until at least the middle of next year. 

Spending in 2020 will instead be based on a pro-
rated version of the 2019 base budget, which 
excludes extra spending made during the year.  
For 2019, Hizkiyahu projects a budget deficit of 
3.7% of gross domestic product, well above its 
target of 2.9%. Next year, the lack of a budget 
will likely push the budget deficit towards 3%, 

he said. 
Bank of Israel Governor Amir Yaron said 
Israel's next government must tackle the 
deficit issue since financial markets expect 
action. 

He agreed that spending reductions are limited 
since cuts would harm services. Rather, the 
government should seek to boost revenues 

through elimination of tax exemptions while 
cutting unnecessary costs. 
"Fiscal consolidation probably needs to be done 
through a mix of streamlining, budget cuts and 
taxation," Yaron said at the conference. 
Budget director Shaul Meridor said that as 
long as Israel's economy maintained a 3% 
growth level, and the deficit target remained 

3%, the debt-to-GDP ratio will gradually rise 
to near 65% by 2025. Should the deficit dip to 
2.5% a year, the ratio would decline to 58% -
- from 61% currently. 

Any economic slowdown, he noted, could send 
the ratio as high as 75% in the next five years. 
 
(Reporting by Steven Scheer, 
Additional reporting by Ari Rabinovitch, editing by Ed 
Osmond) 
((steven.scheer@thomsonreuters.com; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net; 
Twitter: https://twitter.com/StevenMScheer)) 

(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Fitch Ratings: Fresh Israeli Elections to 

Delay Fiscal Consolidation Again  

18-Dec-2019  

Fitch Ratings-Hong Kong/London-December 18: 
Fresh elections in Israel will further delay 

fiscal consolidation, which is now unlikely 
until the middle of next year at the earliest, 

Fitch Ratings says. We continue to expect a 

policy reaction to narrow the deficit, given the 
country's strong record of deleveraging, 
although political considerations will influence 
the timing, size and nature of consolidation 
measures. 
Legislative elections will be held on 2 March 

2020 after no political party mustered enough 
support to form a coalition by the 11 December 
deadline. Talks to form a government had 
continued since September's snap elections, 
which themselves followed the failure to form a 
government after elections in April. Israeli 

governments rarely serve their full term, but 
holding three elections in less than one year is 

unprecedented. 
Government debt/GDP increased moderately 
to 61% in 2018, ending a long downward 
trend from 95% at end-2003, and still 13 pp 
higher than the 'A' category median. Fiscal 
slippage due to the failure to form a 
government and lower revenue growth mean 
we forecast a deficit of 3.8% of GDP in 2019, 

wider than the 2.9% budget target and 
consistent with recent outturns (the 12-
month rolling deficit reached 3.7% of 
estimated full-year GDP in November). 

Elections in March mean Israel is unlikely to 
have a government capable of implementing 
strong deficit reduction measures at least until 

mid-year. Our base case is that the 2020 budget 

will be adopted around June and that an 
incoming coalition government will take steps to 
narrow the deficit, with a mix of spending cuts 
and revenue increasing measures. This is based 
on Israel's record of consolidation and the high 
deficit for Israel's position in the business cycle, 
with robust GDP growth and low unemployment. 

We forecast the central government deficit to 
narrow slightly to 3.5% of GDP in 2020 and 
2.9% in 2021. 
But while the deficit will narrow, it will remain 
above the debt-stabilising level (estimated by 
the Ministry of Finance at close to 2.5% of GDP) 
in the medium term. Moreover, opinion polls do 

not suggest a materially different distribution of 
votes between political blocs, which could again 
lead to protracted coalition talks, new delays on 
consolidation and spending commitments being 
made to secure the support of smaller parties. 
The indictment of Prime Minister Benjamin 

Netanyahu may further complicate coalition 
talks. 
In the absence of a Knesset-endorsed 
government, Netanyahu will continue to head 
the government, but with little scope to enact 
measures given the lack of parliamentary 
committees to review legislation. If a 2020 

budget is not approved, ministries will each 
receive a 12th of their allocated budget for 
2019 every month (plus an inflation 
adjustment). 

This would control spending but revenue, which 
underperformed government forecasts in 2019, 
would not be sufficient to bring the deficit in line 
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with the budget law, at 2.5% of GDP. In a 

scenario where no government is in a position to 

enact any consolidation measures in 2020, we 
would expect the fiscal deficit to reach close to 
4% of GDP in 2020. 
We affirmed Israel's 'A+'/Stable sovereign 
rating on 29 August. The country's public 
finances remain a weakness relative to 'A' 
category sovereigns, but past political shocks 

have not caused sustained fiscal slippage, and 
the rating is supported by strong external 
finances, solid institutional strength and 
robust macroeconomic performance. We 
forecast annual real GDP growth to average 
3.1% in 2019-2021. 

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

Macao 

Fitch Revises Outlook on Macao to 

Negative; Affirms at 'AA'  

16-Dec-2019  
Fitch Ratings-Hong Kong-December 16: 
Fitch Ratings has revised the rating Outlook 
on Macao to Negative from Stable and 
affirmed the Long-Term Foreign-Currency 
Issuer Default Rating (IDR) at 'AA'. 

KEY RATING DRIVERS 
The Negative Outlook signals Fitch's view that 
Macao's large and rising economic, financial, and 

socio-political linkages with mainland China are 
consistent with a gradual convergence of their 
respective sovereign ratings. This was also 
among the drivers of Fitch's downgrade of Hong 
Kong's Long-Term Foreign-Currency IDR in 
September 2019. 
The agency's 'AA' rating on Macao is currently 
two notches above that of mainland China 
(A+/Stable), and rests on the assumption 
that the territory's governance, rule of law, 
economic policy framework, and business and 
regulatory environments remain distinct from 

that of the mainland. These assumptions are 
now evolving as China's Special Administrative 
Regions (SARs) become more closely integrated 
into the national governance system, which has 

been accelerated by events in Hong Kong, as 
well as via policy initiatives such as the Greater 
Bay Area, which seek to enhance long-term 
regional growth opportunities by more closely 
integrating the economies of southern China. 
Macao's other rating considerations remain 

unchanged, and include its exceptionally strong 
public and external finances, and demonstrated 

commitment to fiscal prudence even throughout 
economic downturns. The ratings are 
constrained by Macao's high GDP volatility and 
narrow economic base, which largely consists of 
gaming tourism from mainland China. 

Slower growth in mainland China has had a 

dampening effect on Macao's gaming sector, 

with gross revenue from games of fortune down 

2.4% yoy in the 11 months to November 2019. 
The VIP segment, which tends to be more 
sensitive to changing economic conditions on the 
mainland, is on track to record a double-digit 
contraction this year. The mass market, on the 
other hand, has continued to grow strongly at 

17% yoy during the nine months ended 
September 2019. 
Fitch forecasts the economy to contract by 2.5% 
in 2019, largely a by-product of the downturn in 
the gaming sector. The completion of several 
major infrastructure projects last year also 

implied weaker investment and construction 
activity during 2019. The agency anticipates 
subdued economic activity to continue into 

2020, with forecasted real GDP growth of 0%, 
based on our assumption that gaming revenues 
will grow in the low single-digits next year. 
The agency does not believe it is likely that the 

Macao operations of US casino operators will be 
enveloped in ongoing US-China trade tensions, 
given the potential ramifications this could have 
on local employment and the territory's social 
stability. However, Macao's growth outlook could 
be indirectly affected by further escalations in 
US-China trade tensions insofar as this results in 

downward revisions to our projections for 
economic growth on the mainland. 
Fiscal performance remains strong, despite 
the economic downturn. The agency forecasts 
a fiscal surplus of 11.5% of GDP in 2019, as 
budget outturns through end-October point to 
revenue collection considerably exceeding the 
2019 target, whereas current and capital 

expenditure remain well under budget. The 

2020 Policy Address targets a budget surplus of 
MOP21 billion (4.7% of GDP) based on 
conservative assumptions. Fitch forecasts a 
2020 surplus of roughly 11%, reflective of 
Macao's long-standing record of budget 
outperformance. 
Fiscal buffers are considerable, and continue to 

rise. Fitch projects fiscal reserves will reach 
152% of GDP in 2019, from 136% a year prior, 
after including a provisional portfolio. Macao is 

also the only entity in Fitch's global sovereign 
portfolio without any outstanding government 
debt, a considerable rating strength. The agency 

deems it unlikely that fiscal policy settings will 
change materially over our rating horizon, 
despite an upcoming leadership transition, given 
a Basic Law requirement that the territory 
maintain balanced budgets and avoid deficits. 
External finances are equally robust. Macao is a 
large net external creditor (253% of GDP) and 

holds considerable sovereign net foreign assets 
(180% of GDP), both well above the 'AA' median 
and in the top 10 among Fitch rated sovereigns. 
We expect the current account surplus to exceed 

30% of GDP throughout 2019-2021, a metric 
high by any comparison. 
Macao's narrow economic base, which relies 

overwhelmingly on gaming tourism from 
mainland China, constitutes one of its principal 
rating constraints. The gaming industry 
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represents 51% of aggregate activity and 22% 

of the employed population, despite efforts to 

diversify into other sectors. This elevated 
concentration to a single industry exposes the 
economy to shocks, and has contributed to 
Macao's historically high level of GDP volatility. 
The gaming sector is also highly dependent on 
mainland China tourists, who accounted for 71% 

of visitors in the first 10 months of 2019 and an 
even higher share of spending. While this is 
perhaps unsurprising given Macao's status as an 
SAR of the People's Republic of China, it exposes 
Macao's economy to potential changes in visa 
regulations or other national policies that could 

jeopardise its status as the sole de-jure gaming 
destination in Greater China. 
Fitch considers the mainland China exposure 

(MCE) of Macao banks as the single biggest 
financial sector risk. The agency estimates 
Macao's MCE rose to 41% of system assets by 
end-1H19, the highest in the Asia-Pacific region, 

and double its size at end-2015. At the same 
time, Macao's MCE has a low impaired-loan ratio 
of less than 0.2%, with about 50% of exposures 
backed by parental guarantees or guarantees 
from other mainland banks. Macao's banks have 
also demonstrated resilience during previous 
downturns, such as during 2015, when gaming 

revenues and the economy as a whole 
contracted by 34% and 22%, respectively. 
SOVEREIGN RATING MODEL (SRM) AND 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Macao a score 
equivalent to a rating of 'AA+' on the Long-Term 

Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
• Macroeconomic performance, policies 
and prospects: -1 notch, to reflect Macao's 

narrow economic base and high dependency on 
Chinese gaming tourism, which exposes the 
economy to potential shocks. 
• Public finances: +1 notch, to reflect zero 
public debt and large fiscal reserves. 

• Structural features: -1 notch, to reflect a 
gradual rise in economic, financial, and socio-

political linkages with lower-rated mainland 
China (A+); it was judged that Macao's narrow 
economic base and high dependency on Chinese 
gaming tourism was more suited to a one-notch 
adjustment in Macroeconomic performance, 
policies and prospects (formerly included under 

Structural Features). 
RATING SENSITIVITIES 
The main factors that could lead to negative 
action are: 
• Erosion in the prescribed autonomy of 
China's SAR governments. 
• A sustained decline in gaming revenues, 

if this leads to erosion in the sovereign balance 
sheet. 
The main factors that could lead to positive 
action are: 
• An improvement in mainland China's 

sovereign credit profile. 

KEY ASSUMPTIONS 

The global economy performs broadly in line 
with Fitch's latest Global Economic Outlook. 
ESG Considerations 
Macao has an ESG Relevance Score of '5' for 
Political Stability and Rights, as World Bank 
Governance Indicators have the highest weight 

in the SRM and are therefore highly relevant to 
the rating and a key rating driver with a high 
weight. 
Macao has an ESG Relevance Score of '5' for 
Rule of Law, Institutional and Regulatory 
Quality, and Control of Corruption as World Bank 

Governance Indicators have the highest weight 
in the SRM and are therefore highly relevant to 
the rating and a key rating driver with a high 

weight. 
Macao has an ESG Relevance Score of '4' for 
Human Rights and Political Freedoms, as World 
Bank Governance Indicators have the highest 

weight in the SRM and are relevant to the rating 
and a rating driver. 
Macao has an ESG Relevance Score of '4' for 
International Relations and Trade, as the 
economy's high reliance on Chinese tourism and 
susceptibility to shifts in China's policies 
regarding the gaming sector are relevant to the 

rating and a rating driver. 
Macao has an ESG Relevance Score of '4' for 
Creditors Rights, as willingness and ability to 
service debt are relevant to the rating and a 

rating driver, as for all sovereigns. 
Macao; Long Term Issuer Default Rating; 

Affirmed; AA; RO:Neg; 
Short Term Issuer Default Rating; Affirmed;F1+ 
Local Currency Long Term Issuer Default Rating; 
Affirmed; AA; RO:Neg;  
Local Currency Short Term Issuer Default 
Rating; Affirmed; F1+;  
Country Ceiling; Affirmed; AAA 

 
Media Relations: Wai Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@thefitchgroup.com; 
Alanis Ko, Hong Kong, Tel: +852 2263 9953, Email: 
alanis.ko@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc.,  
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Qatar 

Qatar announces $58 bln 2020 budget, 

expects surplus  

16-Dec-2019  
DUBAI, Dec 16 (Reuters) - Qatar announced a 

budget of 210.5 billion Qatar riyals ($57.83 
billion) on Monday, a 1.9% increase in 

expenditure when compared to 2019, the 
ministry of finance said. 

The Gulf Arab country expects a surplus of 500 
million riyals next year compared to a surplus of 
4.4 billion riyals this year, a ministry statement 
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said. 

 
($1 = 3.6400 Qatar riyals) 
(Reporting by Lisa Barrington and Davide Barbuscia 
Editing by Mark Heinrich) 
((Davide.Barbuscia@thomsonreuters.com; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

South Korea 

South Korea cuts 2020 growth target, 

vows fiscal and tax support  

19-Dec-2019  

By Joori Roh and Yena Park 
SEJONG, South Korea, Dec 19 (Reuters) - South 

Korea cut on Thursday its estimate for 2020 
economic growth first set in early July, and 
pledged to make the most of an easing in 
external risks while spurring domestic 
consumer and corporate spending. 

The finance ministry said in its biannual policy 
statement that it aims to lift economic growth to 
2.4% next year from an estimated 2.0% rise 
this year. In July, it had forecast 2.6% growth 

for 2020. 
This year's growth would be the worst in a 
decade and fall far short of the ministry's goal of 

at least 2.4%, which it has blamed on a plunge 
in global prices of computer chips and fallout 
from the U.S.-China trade war. 
"Whereas we had to focus on defending the 

downward pressure in the second half (of this 
year), the priority next year will be lifting the 
recovery momentum," Lee Eog-won, head of the 
ministry's economic policy bureau, said in 
embargoed remarks at a media briefing. 
He noted that global research agencies had 

forecast that prices of computer memory chips, 
the country's top export item, would pick up 
next year and to early signs of easing in trade 
tensions between the United States and China. 
The government's growth target for next year is 

higher than market expectations and just above 
the central bank's 2.3% forecast, also 

downgraded recently. 
The government has won parliamentary 
approval to boost fiscal spending by 9.1% next 
year to take the fiscal deficit to 3.5% of annual 
gross domestic product, the biggest in a decade, 
from this year's estimated 1.9%. 
The finance ministry said in the policy 

statement it would allocate a record 62% of 
the total budgeted spending to the first half of 
2020 to boost Asia's fourth-largest economy 
as much as possible in its early stage of 
recovery.  

It also plans to set up a 4.5 trillion won ($3.82 

billion) financing programme intended to support 
private sector-led facilities investment at home, 
whose slump was one of the key constraints on 

growth this year. 
In addition, the ministry said it would draw up 

measures to grant tax cuts to buyers of new 

passenger cars to replace those made 10 years 

or more ago, and to buyers of hydrogen cars as 
part of measures aimed at boosting domestic 
consumption. 
Analysts expect the central bank to further cut 
the benchmark rate to a record low of 1.0% next 
year from 1.25% now after it slashed rates by 

50 basis points in two steps this year. The 
government has no say in interest rate policy. 
 
($1 = 1,179.3300 won) 
(Reporting by Joori Roh and Yena Park; Editing by 
Choonsik Yoo and Jacqueline Wong) 
((joori.roh@thomsonreuters.com; +82 2 6936 1493)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Long-Dated Treasurys-increase S. 

Korea to sell more long-dated 

Treasurys next year  

19-Dec-2019  
By Kim Deok-hyun 

SEJONG, Dec. 19 (Yonhap) -- South Korea's 

finance ministry is planning to float more 
long-dated Treasurys next year, in a bid to 
finance an increase in state spending, a senior 
government official said on Thursday. 

Vice Finance Minister Koo Yun-cheol said the 
issuance of long-term state bonds is expected to 
be raised by about 10 trillion won (US$8.6 

billion) next year. 
Koo made the remarks at a meeting with senior 
economic officials to discuss plans on next year's 
Treasury bond sales. 
"As the supply of long-term bonds is expected to 
be increased by 10 trillion won, the flattening of 
the yield curve is forecast to be significantly 

eased," Koo said at the meeting, according to a 
statement released by the finance ministry. 
Next Monday, the government will make a final 
decision on the amount of Treasury bonds it will 
sell next year, Koo said. 
South Korea currently sells six types of state 
bonds with maturities ranging from three-

year debts to 50-year bonds. 
Finance ministry officials have dismissed 
worries that a hike in next year's Treasury 
bond sales may have an impact on bond yields 
but said the ministry will flexibly allocate 
bond issuance to minimize any fallout from 
the planned massive debt sale. 

Earlier this month, the National Assembly 
approved next year's state budget of 512.3 
trillion won, up 9.1 percent from this year's. 

The ministry said it will allocate about 62 
percent of the 2020 budget in the first half of 
next year to prop up the slowing economy. 
Under the government's expansionary fiscal 
policy, the fiscal deficit is estimated at 3.5 
percent of the country's gross domestic 
product (GDP) next year, compared with 1.9 
percent for 2019. 

 
kdh@yna.co.kr 
Copyright (c) 2019 Yonhap News Agency 
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(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Sri Lanka 

Fitch Says Revises Outlook on Sri 

Lanka to Negative Affirms at 'B'  

18-Dec-2019  
Dec 18 (Reuters) -  
• Fitch says revises outlook on Sri Lanka 
to negative; affirms at 'B' 

• Fitch says has revised outlook on Sri 
Lanka's long-term foreign-currency issuer 
default rating to negative from stable 

• Fitch says revision of Sri Lanka's outlook 

reflects rising risks to debt sustainability from 
significant shift in fiscal policy, among other 
things 
• Fitch says revision of Sri Lanka's outlook 
also reflects potential for roll-back of fiscal and 
economic reforms in aftermath of November's 

presidential elections 
• Fitch says believe departure from 
previous revenue-based fiscal consolidation path 
has created policy uncertainty, increased 
external financing risk for Sri Lanka 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Sri Lanka's Q3 GDP grows 2.7% as 

Easter attacks weigh  

18-Dec-2019  

Dec 18 (Reuters) - Sri Lanka's economy grew 

2.7% in the third quarter of 2019, showing 
signs of recovery from the Easter Sunday 
attacks earlier this year on the island nation 
that killed over 250 people and crippled the 
country's fastest-growing tourism sector. 

The country's services sector, accounting for 
about 60% of the economy, grew at 2.8%, 
compared with 4.3% last year, data issued by 

the statistics department showed on 
Wednesday. 
Accommodation, food and beverage service 
activities fell 7.5% in the September quarter, 
compared with the same period a year ago. 
Separately, Fitch Ratings said it had revised the 

outlook on Sri Lanka's long-term foreign-
currency issuer default rating (IDR) to 
"negative" from "stable", while maintaining the 
IDR at 'B'. 
"Revision of the Outlook to Negative from 
Stable reflects rising risks to debt 
sustainability from a significant shift in fiscal 
policy and the potential for roll-back of fiscal 
and economic reforms in the aftermath of 

November's Presidential elections," the 
ratings agency said. 

Last month, Sri Lanka's former civil wartime 
defence chief Gotabaya Rajapaksa won the 
presidential election, after promising to secure 
the country against militant threats following 

Easter bombings.  

The Easter attacks on luxury hotels and 

churches on April 21, for which Islamist militants 
claimed responsibility, killed over 250 people.  
Fitch said it expects growth to pick up to 3.5% 
in 2020 and 3.7% in 2021, from 2.8% in 2019.  
"These forecasts reflect our expectation of a 
boost to growth in the short-term from the tax 

cuts, higher agricultural output and an ongoing 
recovery in tourism following last April's terrorist 
bombings," it added. 
 
(Reporting by Subrat Patnaik in Bengaluru; Editing by 
Shinjini Ganguli) 
((subrat.patnaik@tr.com; +1 646 223 8780; Twitter: 
https://twitter.com/Subrat_Patnaik)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Uzbekistan 

S&P Says Uzbekistan 'BB-/B' Ratings 

Affirmed; Outlook Stable  

14-Dec-2019  
Dec 13 (Reuters) - S&P Global Ratings: 
• S&P says Uzbekistan 'BB-/B' ratings 
affirmed; outlook stable 

• S&P says over next year, Uzbekistan's 
fiscal & external positions to remain strong but 
decline slightly, due to current account deficits, 

government borrowing 

 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Vietnam 

Moody's Says Confirms Vietnam's 

Ratings at Ba3, Changes Outlook to 

Negative  

18-Dec-2019  
Dec 18 (Reuters) - Moody's:  
• Moody's says negative outlook on 
Vietnam reflects some ongoing risk of 
payment delays on some of the government's 
indirect debt obligations  

• Moody's confirms Vietnam's ratings at 
BA3, changes outlook to negative 
• Moody's says Vietnam's long-term fc 
bond ceiling at BA1, long-term fc deposit ceiling 

at B1, local currency bond, deposit ceilings at 
BAA3 unchanged 
• Moody's - expect Vietnam government's 
direct debt burden will decline gradually, from 
moderately high levels, and debt affordability 
will improve 

 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
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EUROPE 

 

East Europe 

East European mayors urge EU to 

bypass governments in disbursing 

funds  

16-Dec-2019  

By Marton Dunai 
BUDAPEST, Dec 16 (Reuters) - The European 

Union should bypass national governments 
that flout democratic standards and deal 
directly with municipalities as they can 
perform "miracles" in areas such as climate 
change, the mayors of four eastern European 
capital cities said on Monday. 

The EU has accused the 'Visegrad Four' nations - 

the Czech Republic, Slovakia and especially 
Poland and Hungary - of eroding the rule of law 
in recent years. It has threatened to suspend 
the voting rights of Poland and Hungary. 
At the launch of a new alliance on Monday aimed 
at securing more direct EU funding, the mayors 
of Warsaw, Budapest, Prague and Bratislava said 

they could spend the money more effectively 
than their central governments, mostly 
dominated by eurosceptic nationalists. 
"The question is whether Europe can step out of 
its own shadow and do projects directly," said 

Gergely Karacsony, a liberal whose victory in 

Budapest's mayoral election in October upset the 
long dominance of Hungarian politics by Prime 
Minister Viktor Orban's nationalist Fidesz party.  
"Cities can do miracles in the areas of climate 
change and innovation. This makes the old 
adage of 'Think globally, act locally' especially 
acute," he added. 
Some EU member states say the disbursement 
of EU funds for infrastructure and other 
projects should hinge on respect for 
democratic standards and the rule of law, 
which Orban's government and the ruling 
conservative nationalists in Poland are both 
accused of undermining. They deny the 
accusation. 

The mayors said their cities - all in the hands of 
parties not in national government - should not 

be made to suffer for policies that were not their 
responsibility. 
They said populist governments often used EU 
funds to entrench their positions and enrich 
friends, therefore urgently needed development 
aid should be channelled directly to cities where 
in any case the most pressing social and 

environmental problems are often concentrated.  
Warsaw Mayor Rafal Trzaskowski said the cities 
create a disproportionate share of their 
countries' economic output but also have an 
outsized carbon footprint. 

"We have to allocate money to poorer regions so 

they catch up, but the cities are engines of 
growth. Governments that take money away 
from cities for political reasons hurt the entire 
region," he said. 

Zdenek Hrib, mayor of Prague, Europe's 

seventh-richest region, said the economic gauge 

under which richer regions get less EU aid 
should be reviewed with factors such as social 
development also taken into account. 
The mayors convened in Budapest at the Central 
European University, an embattled institution 
whose teaching has mostly been moved to 

Vienna following attacks by Orban. 
 
(Reporting by Marton Dunai 
Editing by Gareth Jones) 
((marton.dunai@tr.com; +36-30-952-7878 
(Cell/Signal); https://reut.rs/2OXGXbW ;)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Albania 

Albania sells 2 bln leks (16.2 mln euro) 

of 2-yr T-notes  

16-Dec-2019  
TIRANA (Albania), December 16 (SeeNews) – 
Albania's finance ministry sold 2 billion leks 
($18.0 million/16.2 million euro) worth of 
two-year fixed-rate Treasury notes at an 
auction on December 16, figures show. 

The coupon on the issue was set at 2.44%, 
unchanged from the last auction of two-year 
fixed-rate T-notes held on November 15, 

according to data published by the finance 
ministry. 

 
(1 euro = 121.521 leks) 
Copyright 2019 SeeNews. All rights reserved. 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Belarus 

China Development Bank to hand 

Belarus 3.5 bln yuan loan  

16-Dec-2019  

MINSK, Dec 16 (Reuters) - Belarus will receive 

a 3.5 billion yuan ($500 million) loan from 
China Development Bank, the Belarusian 

Finance Ministry said on Monday.  

The loan can be used for general purposes 
including repaying and servicing public debt and 
maintaining the country's gold and foreign 
exchange reserves, it said in a statement.  
 
($1 = 7.0389 Chinese yuan renminbi) 
(Reporting by Andrei Makhovsky; Writing by Tom 
Balmforth; Editing by Catherine Evans) 
((Tom.Balmforth@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  

©Refinitiv 2019. All rights reserved. 
 
 

Bosnia 

Bosnia's two autonomous regions pass 
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bigger budgets for 2020  

18-Dec-2019  

SARAJEVO, Dec 18 (Reuters) - Lawmakers in 

Bosnia's two autonomous regions, the Serb 
Republic and the Bosniak-Croat Federation, on 
Wednesday approved 2020 budgets with 
respective increases of 3.3% and 83% - the 
latter covering pensions for the first time. 

Serb Republic Finance Minister Zora Vidovic said 

the total budget was set at 3.4 billion Bosnian 
marka ($1.95 billion), with revenues and 
spending forecast at nearly 3 billion marka, up 
5.2% and 3.3% respectively year-on-year to 
cover a rise in pensions and wages. 
Vidovic said the region this year raised pensions 
and wages for some public sector employees by 

between 5% and 20% and added new 

beneficiaries into the budget, which would run a 
small surplus. 
The Serb Republic government forecasts 3.5% 
growth in the region's economy in 2020. 
The parliament of the Federation, post-war 
Bosnia's other autonomous entity, approved a 

2020 budget of 4.95 billion marka, a rise of 
83% on the year, after its pension fund was 

added to the budget figure. 
As of next year, pension contributions paid by 
firms will go into a treasury account - as part of 
government moves to address shortfalls in the 
existing pension fund and boost transparency - 
and will thus become part of the regional 

budget. 

Federation Finance Minister Zeljka Milicevic said 
the budget was balanced and the region plans to 
raise 530 million marka next year through 
domestic bonds and treasury bills and take 55 
million in loans. Its economy is also seen 

growing 3.5% in 2020. 
Bosnia's national parliament also adopted a 
budget for statewide institutions for 2019, 
after delays of more than a year because of 
wrangling over the formation of a new central 
government, whose powers are relatively 
weak.  

The institutions have been kept afloat through 
temporary financing arrangements covering 
each quarter of 2019, with the government 

working in a caretaker capacity. 
The total 2019 budget amounted to 1.8 billion 
marka, of which 825.7 million marka went for 
foreign debt servicing. Its adoption was a 
precondition for adoption of the 2020 budget, 
likely to be debated in January after the 

expected formation of the new central 
government later this month. 
 
($1 = 1.7590 marka) 
(Reporting by Gordana Katana and Maja Zuvela 
Editing by Mark Heinrich) 
((maja.zuvela@thomsonreuters.com; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 

 

Croatia 

Croatia to sell 1.8 bln kuna (241.9 mln 

euro) of 1-yr T-bills on Dec 30  

19-Dec-2019  
ZAGREB (Croatia), December 19 (SeeNews) - 
Croatia's finance ministry said it will offer 1.8 
billion kuna euro ($269.3 million/241.9 
million euro) worth of one-year Treasury bills 
at an auction on December 30. 

The issue will mature on December 31, 2020, 
the ministry said in a statement on Wednesday. 

The ministry sold 1.8 billion kuna worth of 
government securities, above its 1.3 billion kuna 
target, at the last auction of one-year kuna-

denominated T-bills held on December 3. The 
yield was 0.06%, unchanged in comparison with 
the previous auction of one-year T-bills held on 
November 19. 

 
(1 euro = 7.4405 kuna) 
Copyright 2019 SeeNews. All rights reserved. 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Hungary 

Hungary: The reduction of sovereign 

debt must continue  

17-Dec-2019  
“The reduction of sovereign debt must 
continue, and according to plan the 
government wants to reduce sovereign debt 
to 60 percent of GDP by 2022”, Minister of 

Finance Mihaly Varga said at a press 

conference in Budapest on Thursday. “The 
state of public finances is stable; the ratio of 
sovereign debt to Hungary’s gross domestic 
product is continuously decreasing and could fall 
to around 66 percent by the end of the year, 
following 70.2 percent at the end of 2018”, he 

highlighted. 
 Within sovereign debt, the government 
wishes to continue to increase the ratio of 
government securities owned by the public, 
and according to plan the target is to increase 
the quantity of government securities owned 
by households to 11 trillion forints (EUR 33.35 
billion) from the current level of 7500 billion 
(EUR 22.74 billion), Mr. Varga indicated. 
“Sales of the Hungarian Government Security 
Plus bond are going outstandingly, and the 

quantity sold could exceed the 3000 billion 
forint (EUR 9.1 billion) mark this week”, he 
emphasised. 

He added that as a result of the issuing of the 
Hungarian Government Security Plus bond, the 
ratio of sovereign debt owned by the population 

is increasing to 25 percent, and with relation to 
the public debt being managed by the Public 

Debt Management Centre (AKK), this ratio could 
reach 30 percent. “The government does not 
currently wish to modify the construction of the 

mailto:Publicdebtnet.dt@tesoro.it


  

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

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

  15 

Hungarian Government Security Plus bond”, Mr. 

Varga declared. The ratio of sovereign debt that 

exists in foreign currency must be further 
reduced, and significant results have already 
been achieved within this field in recent years, 
with the ratio of forex debt falling to 20 percent 
from the previous 50 percent, the Finance 
Minister stated. 

“Thanks to the favourable processes, the state 
has been able to finance its operations more 
cheaply than ever before, and since 2012 the 
yield rates on both long and short-term 
government securities have fallen significantly 
by approximately 7 percentage points”, the 

Minister highlighted. “While in 2009 the ratio of 
expenditure involving the payment of interest 
equated to 4 percent of GDP, the planned level 

for 2020 is 1.9 percent, which is less than half of 
the ratio ten years ago”, he pointed out. 
It would be expedient to increase the term of 
maturity of government securities, in the spirit 

of which in 2020 the Public Debt Management 
Centre will be issuing a 20-year benchmark 
government security. Parallel to this, from the 
first of January 2020 the KK will also be 
introducing a new, long government security 
index (called HMAX), which will include 
government securities with terms of maturity 

exceeding three years, the Finance Minister 
emphasised. This will contribute to enabling the 
more efficient management of long-term 
institutional investments, the Minister of Finance 

pointed out. 
With relation to 2019 debt management, CEO 
of the Public Debt Management Centre Zoltán 

Kurali pointed out that the Hungarian 
Government Security Plus bond has not only 
facilitated an increase in the ratio of 
government securities owned by the public, 
but also an increase in the term of maturity of 
publicly-owned securities, as a result of which 
the average term of maturity has increased 
from 1.6 years to 2.6 years. 

Next year, 1058 billion forints (EUR 3.2 billion) 
worth of forint bonds will be maturing, parallel to 

which 3768 billion forints (EUR 11.4 billion) 
worth of publicly-owned government securities 

will also be maturing. Accordingly, the total 
financing requirement of public finances will 
reach 15 percent of GDP, a total of 7305 billion 
forints (EUR 22.1 billion), with 741 billion forints 
(EUR 2.25 billion) in foreign currency bonds also 

maturing. Parallel to this the net financing 
requirement will reach 0.8 percent of GDP, 
equating to 376 billion forints (EUR 1.14 billion). 
“The first auction for the new 20-year 
government security will be on 16 January, in 
addition to which the HMAX index will also be 
introduced in January, and will include 

government securities with longer terms of 
maturity”, the CEO indicated. The new, 20-year 

benchmark government security will be put on 
the market with a 2041 maturity date, Mr. Kurali 
told the press. 
We are expecting an increase of 1000-1200 

billion forints (EUR 3-3.6 billion) with relation to 
government securities owned by the public, and 

800 billion forints (EUR 2.42 billion) in non-

publicly owned securities will be maturing next 

year, he noted. The AKK is planning to issue a 
maximum of one billion euros in foreign currency 
securities next year, but this will primarily be 
involving the public and the Yen and Yuan 
markets, Mr. Kurali stated. We are planning to 
launch so-called green securities on the Yen and 

Yuan markets, he added. 
In reply to a question, Mr. Varga said 
development of the pension bond is essentially 
complete and it could have been put on the 
market this year, but the government didn’t 
want to launch this parallel to all the other new 

products being made available, and accordingly 
its introduction is expected during the first half 
of 2020. 

In response to another question, the Minister of 
Finance said experience indicates that M?P+ 
bonds with a face value of 10 thousand forints 
(EUR 30) are generally purchased by the public 

via the post office network, while in the case of 
acquisitions directly from the treasury, the 
average investor purchases 3.5 million forints 
(EUR 10,600) of the security. 
 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Poland 

Poland's C/A surplus at 529 mln euros 

in October  

16-Dec-2019  
Dec 16 (Reuters) - Poland's current account 

surplus amounted to 529 million euros 
($583.06 million) in October, compared to a 
revised surplus of 172 million euros in the 
previous month, central bank data showed on 
Monday. 

Economists polled by Reuters had expected a 
surplus of 330 million euros in October. 

The full balance of payments data is available on 
the central bank website: 

 
($1 = 0.9073 euros) 
(Gdansk Newsroom) 
((gdansk.newsroom@thomsonreuters.com; +48 58 
7785110)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved 
 
 

Romania 

Romania's end-Oct foreign debt rises  

16-Dec-2019  
BUCHAREST (Romania), December 16 

(SeeNews) - Romania's foreign debt increased 

to 108.218 billion euro ($120.5 billion) at the 
end of October from 99.8 billion euro at the 
end of 2018, the central bank, BNR, said on 
Monday. 
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The end-October figure includes 73.964 billion 

euro in long-term foreign debt, up from 68.2 

billion euro at the end of 2018, BNR said in a 
monthly balance of payments report. 
Long-term external debt service ratio fell to 17% 
at end-October, compared to 22.6% at end-
2018. 
Goods and services import cover stood at 4.8 

months at end-October, from 4.9 months at 
end-2018. 
The ratio of the BNR’s foreign exchange reserves 
to short-term external debt by remaining 
maturity increased to 74.8% at end-October, 
compared to 74.1% at end-2018. 

 
($=0.8974 euro) 
Copyright 2019 SeeNews. All rights reserved. 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Romanian govt to fast-track 2020 

budget bill-PM  

18-Dec-2019  
BUCHAREST, Dec 18 (Reuters) - Romania's 

liberal minority government will fast-track the 
budget bill for 2020 through parliament which 
will ensure it is approved before the end of 
December, Prime Minister Ludovic Orban said 
on Wednesday. 

The government will also fast-track measures to 
undo a contested emergency decree approved 

earlier this year by their centre-left 
predecessors. The measures include scrapping a 
tax on banks' financial assets, higher share 
capital requirements for private pension funds 
and gradually removing energy price caps for 
households.  

Fast-tracking bills is quicker but leaves the 
government vulnerable to potential no 
confidence votes.  
 
(Reporting by Luiza Ilie) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 
https://www.reuters.com/journalists/luiza-ilie)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Romanian govt approves 2020 budget 

plan  

18-Dec-2019  
BUCHAREST, Dec 18 (Reuters) - Romania's 

government approved a 2020 budget bill on 
Wednesday with a deficit target of 3.6% of 

gross domestic product, down from this year's 
estimated 4.4%, and said it would fast-track 
its approval in parliament before the end of 
December. 

The bill however does not yet take into account 
a doubling of state subsidies for school children 

which was approved on Wednesday by 
parliament's lower house, Finance Minister Florin 
Citu said. 

The subsidies hike, proposed by the former 
ruling Social Democrats, will cost an additional 6 
billion lei ($1.39 billion) next year, if the bill is 

signed into law, Citu said. 

Bills approved by parliament need to be signed 

into law by Romania's president before taking 
effect and can also be challenged at the 
Constitutional Court beforehand. 
On Tuesday, Citu told Reuters in an interview 
the centrist minority government, which took 
power in November after their centre-left 

predecessors fell in a no confidence vote, will 
likely postpone any new spending-boosting laws 
approved by parliament by a year. 
"The deficit will not go above target," Citu told 
reporters. "Any slippage means higher financing 
costs and Investors side-stepping Romania." 

 
($1 = 4.3309 lei) 
(Reporting by Luiza Ilie 
Editing by Alexandra Hudson) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 
https://www.reuters.com/journalists/luiza-ilie)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Russia 

Russia central bank plan for analyst 

code stirs finance sector questions  

17-Dec-2019  
By Elena Fabrichnaya 
MOSCOW, Dec 17 (Reuters) - The Russian 

central bank on Tuesday published an ethics 

code for financial analysts setting professional 
standards, in a move that raised concerns in 
the country's finance sector about possible 
over-regulation. 

The code, which is voluntary, is designed to 
improve the level of trust in the market, said 
Sergei Shvetsov, first deputy governor at the 
central bank. 

"We need to strive to ensure that one joins the 
codes organically, not under constraint," 
Shvetsov said. 
The code of financial analysts and their 
managers describes criteria for the qualities 
practitioners should have, such as 

professionalism and liabilities to clients. 

A further expected step by the central bank and 
financial market organisations -- to create a list 
of analysts who comply with the code -- drew 
criticism from financial market analysts who say 
that it could compromise their independence by 
giving Russia's financial authorities a right to 
assess them. 

A number of market experts told Reuters that 
they see the move as another attempt to step 
up market regulation.  
"Issuing a quality standard to a financial analyst 
is a rather risky business," said Dmitry Dolgin, 
chief economist at ING Bank in Moscow who 
previously worked at Gazprombank and Alfa 

Bank. 
The central bank and financial organisations who 
took part in developing the list of reliable 
analysts would have to share "reputational 
damages in the case of a scandal" that otherwise 
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would be carried by an individual analysts and 

his or her employer, Dolgin said. 

The central bank started developing an "analyst 
code" after a wealth manager at Alfa Capital told 
his clients in 2017 that they should be vigilant 
when buying bonds issued by a number of 
Russian banks, a message that sent ripples 
across the sector. 

It took around a year for the central bank, which 
back then was shutting banks every few days as 
it was cleaning up the sector, to investigate the 
report. The bank decided that the Alfa wealth 
manager's advice was not a market 
manipulation but also was not the best business 

practice. 
Valery Lyakh, head of market violations 
monitoring at the central bank, said earlier this 

month that the financial analyst ethics code "will 
be beneficial for relations between a client and 
financial organisations and for higher trust on 
the market."  

Possible consequences for analysts who fail to 
get onto the list of trustworthy experts were 
unclear. Currently, there is no such filter and an 
analyst's goodwill is determined by the market. 
"It is obvious that a leading investment bank 
won't hire a bad analyst. Media and news 
agencies are also a good primary filter," said a 

former financial market analyst and economist 
who used to work at major banks in Moscow. He 
asked not to be named as he was not authorised 
to speak publicly in his new role. 

 
(Writing by Andrey Ostroukh; Editing by William 
Maclean) 
((andrey.ostroukh@thomsonreuters.com; +7 495 775 
1242)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Serbia 

S&P Says Serbia Upgraded To 'BB+' On 

Resilient Macroeconomic Fundamentals 

Outlook Positive  

14-Dec-2019  
Dec 13 (Reuters) - S&P Global Ratings: 
• S&P says Serbia upgraded to 'bb+' on 
resilient macroeconomic fundamentals; 
outlook positive 

• S&P says raised its long-term foreign 
and local currency sovereign credit ratings on 
Serbia to 'BB+' from 'BB' 
• S&P says upgrade reflects Serbia's 
resilient exports and investment-driven 
economic growth in the face of the challenging 
external environment 

• S&P says Serbia's positive outlook 
reflects strong prospects for continued inflows of 

productive FDI 
• S&P says Serbia's domestic demand will 
mitigate external weakness 
• S&P says Serbia's fiscal discipline will 
keep public debt contained, whereas monetary 

accommodation abroad and at home will help 

improve its profile 

 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Slovenia 

Slovenia plans to borrow at least 1.6 

billion euros in 2020   

19-Dec-2019  
LJUBLJANA, Dec 19 (Reuters) - Slovenia will 

borrow at least 1.6 billion euros ($1.76 
billion) in 2020 to finance its budget and 
repay maturing debt, the Finance Ministry 

said in a statement on Thursday, following a 
regular weekly government session. 

Borrowing might be higher if the ministry 
decides to raise funds to pre-finance debt that 
will mature in 2021 and 2022, it said.  
"The amount of pre-financing ... depends upon 
conditions on the financial markets in 2020 and 
expected conditions in 2021," the ministry said. 

Debt will be raised mainly by issuing sovereign 
bonds and treasury bills, it said, giving no 
further details. 
The government had said it plans to run a 
budget surplus of some 0.8% of GDP next 
year, on a par with 2019, while public debt 
should be reduced to some 61% of GDP next 
year from about 66% of GDP seen in 2019. 

The borrowing plan is less than the government 

planned for this year. In December 2018, the 
ministry said it expected to borrow 2.1 billion 
euros in 2019.  
 
($1 = 0.9073 euros) 
(Reporting by Marja Novak; 
editing by Larry King) 
((Marja.Novak@thomsonreuters.com; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Turkey 

Turkish budget returns to surplus in 

November  

16-Dec-2019  

ISTANBUL, Dec 16 (Reuters) - The Turkish 

budget showed a surplus of 7.8 billion lira 
($1.37 billion) in November, data from the 
Finance Ministry showed on Monday, 
compared with a previously-announced 
October deficit of 14.9 billion lira. 

The November budget showed a primary 
surplus, which excludes interest payments, of 

15.2 billion lira, the ministry said. In the 11 
months to November the deficit was 92.9 billion 
lira. 
 
($1 = 5.7110 liras) 
(Reporting by Behiye Selin Taner; Writing by Daren 
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Butler; Editing by Jonathan Spicer) 
((daren.butler@tr.com; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  

©Refinitiv 2019. All rights reserved. 
 
 

Ukraine 

Ukraine central bank: IMF cooperation 

won't hinge on PrivatBank verdict  

17-Dec-2019  
KIEV, Dec 17 (Reuters) - Losing a Ukrainian 

court case on PrivatBank would send a bad 
signal to investors and make life difficult for 
policymakers but will not destroy Kiev's 
cooperation with the International Monetary 
Fund, a top central banker said on Tuesday. 
A court is set to rule on Thursday on whether 

the 2016 nationalisation of PrivatBank was 
illegal. Its former owner Ihor Kolomoisky filed 
the suit to have the nationalisation overturned.  
First Deputy Governor Kateryna Rozhkova was 
speaking to reporters after the central bank 
released a report saying lawsuits related to 

PrivatBank were a key challenge to financial 
stability.  
 
(Reporting by Natalia Zinets; Writing by Matthias 
Williams; Editing by Alison Williams) 
((matthias.williams@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentine official says government has 

until March to renegotiate debt  

15-Dec-2019  

BUENOS AIRES, Dec 15 (Reuters) - Argentina 

has until March to renegotiate about $100 
billion in debt with bondholders and other 
creditors including the International Monetary 
Fund (IMF), President Alberto Fernandez's 
cabinet chief told newspaper La Nacion. 

Center-left politician Fernandez was sworn in as 
president last week marking a shift to the left for 

Latin America's third largest economy as the 
country fights rampant inflation, credit default 
fears and rising poverty. 
"The economic team is negotiating," Santiago 
Cafiero said in the interview published on 
Sunday. 
"We have to seek to resolve the debt problem 
so that, fundamentally, it fits into a 
sustainable macroeconomic program," Cafiero 
said, adding that Economy Minister Martin 
Guzman is scheduled to travel to the United 
States to meet with creditors before the end 

of the year. 

Cafiero said the government planned to put a 

20% tax on goods and services purchased in 

U.S. dollars.  
The move would aim to stabilize the peso, which 
has lost more than 80% of its value over the 
past four years, helping to drive inflation to 
more than 50%.  
To collect money needed to repay debt and 
fund government operations, including 
programs to ease a rising poverty rate, 
Argentina on Saturday announced an increase 

in grains exports. Farmers were unhappy about 
the tax increase and were likely to get stung by 
the new tax on purchases in dollars. 
"We understand the difficulties that the farm 
sector faces and that there are many agricultural 

inputs that are in dollars, but we also have to be 
aware that the Macri government had a currency 
devaluation that generated extraordinary 
profitability," Cafiero said. 
 
(Reporting by Maximilian Heath, writing by Hugh 
Bronstein; editing by Jason Neely) 
((hugh.bronstein@thomsonreuters.com; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  

©Refinitiv 2019. All rights reserved.  
 
 

Argentina bondholders set up creditor 

group to talk with new government  

18-Dec-2019  

Dec 17 (Reuters) - A large group of Argentina's 

bond holders have formally set up a creditor 
group they said on Tuesday, ahead of debt 
restructuring talks with the country’s new 
government that are expected to get 
underway shortly. 

"A group of large institutional holders of 
outstanding debt securities issued by the 
Republic of Argentina are collaborating together 

with the objective of facilitating a constructive 
dialogue with the Republic’s new administration, 
anticipating potential liquidity challenges that 
the Republic may face in the coming months,” 

the group said in a statement. 
It added it was committed to conducting talks 
under G20-endorsed Principles for Stable 
Capital Flows and Fair Debt Restructuring, 

“which include transparency and timely flow 
of information, open dialogue, good faith 
actions, and fair treatment among creditor 
classes.” 

The group said it had designated UBS Securities 
and Mens Sana Advisors as financial advisors. 
 
(Reporting by Marc Jones; Editing by Chris Reese) 
((Marc.jones@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Argentina's 'unsustainable' debt should 

not be hard to restructure  

18-Dec-2019  
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BUENOS AIRES, Dec 18 (Reuters) - Argentina's 

debt is "unsustainable" but should not be 
difficult to restructure, considering the 
problem lies mainly with repayment schedules 
and interest coupon amounts, central bank 
chief Miguel Angel Pesce said in an address on 
Wednesday. 

He also called Argentine interest rates 
"exorbitant" and said they would "surely" go 
down over the short term. The central bank's 

benchmark interest rate is about 63% as 
monetary policymakers try to ease inflation 
which is expected at 55% this year. 
He said measures including a bill submitted by 
the government and dubbed the "Social 
Solidarity and Production Reactivation" project, 
needed to be passed by Congress to quell 

inflation and set the stage for lower interest 
rates. 
"We are again in problem of unsustainability 
of our debt, but it is a problem of payment 
agenda and coupon value that will not be so 
difficult to solve," said Pesce, who started the 
job last week after Argentina's new president, 
moderate Peronist Alberto Fernandez, was 
inaugurated.  

He said central bank transfers of cash reserves 

to Argentina's Treasury should be as small as 
possible and last for the shortest possible period 
of time. The government needs cash to pay for 
an increase in welfare promised by Fernandez 
and renegotiate about $100 billion in sovereign 

bonds and loans. 

A group of around 80 of Argentina's bond 
holders have formally set up a creditor group 
ahead of debt restructuring talks expected to get 
underway shortly. 
 
(Reporting by Eliana Raszewski and Cassandra 
Garrison; Writing by Hugh Bronstein; Editing by Chizu 
Nomiyama, Marina Lammertyn, Diane Craft and 
Richard Chang) 
((hugh.bronstein@thomsonreuters.com; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Brazil 

Brazil Congress approves 2020 budget 

projecting 2.32% GDP growth  

18-Dec-2019  
BRASILIA, Dec 18 (Reuters) - Brazil's Congress 

late on Tuesday approved the federal 
government's budget for next year, based on 
projected economic growth of 2.32%, with 
the bill passing to President Jair Bolsonaro for 
final approval. 

The budget totals 3.867 trillion reais ($921.50 

billion) with 917.1 billion reais allotted for 

refinancing public debt. 
It also makes provision for raising the minimum 
monthly wage to 1,031 reais ($246) from 998 
reais. 
The government projections contained in the 

budget proposal see inflation at 3.52% for 
next year, the benchmark Selic interest target 

at 4.40% and an average exchange rate of 4 
reais to the dollar. 
The primary budget deficit target is 124.1 
billion reais. 

With lawmakers facing municipal elections in 
their constituencies in October, the committee 
had initially almost doubled the government's 
proposal for 2 billion reais in public campaign 

funding to 3.8 billion reais, but eventually 
agreed to the original amount. 
 
($1 = 4.1964 reais) 
(Reporting by Maria Carolina Marcello and Pedro 
Fonseca; Editing by Peter Cooney and John 
Stonestreet) 
((jake.spring@thomsonreuters.com; +55 61 99653-
2429; Reuters Messaging: 
jake.spring.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/jakespring)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Lower rates cuts Brazil's debt service 

by about $24 bln/year   

18-Dec-2019  
BRASILIA, Dec 18 (Reuters) - Brazil's Economy 

Minister Paulo Guedes said on Wednesday 
that record low interest rates will mean the 
government will need to pay 100 billion reais 

($23.83 billion) less each year servicing its 
public debt. 

Guedes, speaking to reporters, said the private 
credit market in Brazil is expanding at a double-
digit rate, which shows that the role of the state 
crowding out the lending market has shrunk, 
which will benefit smaller businesses. 

 
($1 = 4.1964 reais) 
(Reporting by Marcela Ayres; Writing by Anthony 
Boadle) 
((anthony.boadle@tr.com +55 61 98204-1110; 
https://twitter.com/anthonyboadle)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Brazil's debt under control, tax reform 

next  

19-Dec-2019  
BRASILIA, Dec 18 (Reuters) - Brazil's Economy 

Minister Paulo Guedes said on Wednesday he 
had reached agreement with Congressional 
leaders on modernizing the country's complex 
tax system next year and one option could be 
taxing on-line transactions. 

Brazil has brought its snowballing public debt 

under control with reform of the costly pension 
system and spending cuts, he said, while 
interest rates are at record lows after the central 

bank cut its benchmark Selic rate to 4.50% on 
Dec. 11. 
Speaking to reporters on GloboNews channel, 
Guedes said foreign financial capital outflows are 

not a concern and quite normal now that 
Brazilian interest rates are less attractive. 
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Servicing Brazil's public debt will cost 100 
billion reais ($24.5 billion) less each year due 

to lower interest payments, the minister said. 

The government will speed up the privatization 
of state companies and boost investment in 
infrastructure, be it roads, port, railways and 
airports, he added, forecasting GDP growth of 
2.5% next year. 
Guedes said Brazil's Congress was backing his 

reform program and overhaul of the burdensome 
tax system will advance next with agreement to 
merge two bills already being debated by 
lawmakers with the government's proposals. 
He met earlier with the leaders of both chambers 
of Congress, Speaker Rodrigo Maia and Senate 
head Davi Alcolumbre, and they agreed to set up 

a committee on Thursday that will work to 

reconcile the different proposals within 90 days. 
The government wants to introduced a federal 
value added tax that would eventually be 
adopted by states and town councils. 

Guedes said resurrection of the unpopular tax on 
financial transactions known as CPMF was out of 
the question and strongly opposed by President 

Jair Bolsonaro. 
Instead, a tax on digital transactions is being 
studied, Guedes said, but he gave no details. 
Treasury Secretary Mansueto Almeida, speaking 
alongside Guedes at a news conference, said he 
expects Brazil to be upgraded by credit rating 

agencies next year due to the improving debt 
situation. 

With low interest rates, early repayment to the 
Treasury of transfers to development bank 
BNDES and the proceeds from the sale of state 
companies, Brazil's gross public debt will end 
this year at about 77.2% of gross domestic 

product, he said. 
 
($1 = 4.06 reais) 
(Reporting by Marcela Ayres and Anthony Boadle; 
Editing by Jacqueline Wong) 
((anthony.boadle@tr.com +55 61 98204-1110; 
https://twitter.com/anthonyboadle)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Mexico 
 

Fitch Says Affirms Mexico at 'BBB'; 

Outlook Stable  

14-Dec-2019  
• Fitch says it affirms Mexico at 'BBB'; 
outlook stable 

• Fitch says Mexico's ratings are supported 
by its diversified economy, track record of a 
robust and disciplined policy framework 
• Fitch says global trade tensions could 
continue to weigh on Mexico's outlook 

• Fitch says there is potentially some 
upside from private investment in infrastructure 

projects in Mexico starting in early 2020 
• Fitch says signing of revised USMCA 
trade deal does not significantly expand market 

access or strengthen Mexico's growth prospects 

• Fitch says it also expects Memex oil 

output to continue to fall in 2020 
• Fitch says Memex to contribute less to 
federal revenues in 2020 than in 2019 as 
Mexican government implements consecutive 
cuts in tax rates through 2021 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019 
©Refinitiv 2019. All rights reserved.  
 
 

DBRS Morningstar Confirms Mexico at 

BBB (high), Trend Changed to Negative  

19-Dec-2019  
Date of Release: December 19, 2019 
DBRS Morningstar Confirms Mexico at BBB 
(high), Trend Changed to Negative 

Industry: Sovereigns 
DBRS Inc. (DBRS Morningstar) confirmed the 
United Mexican States' (Mexico) Long-Term 
Foreign and Local Currency - Issuer Ratings at 

BBB (high) and changed the trend to Negative 
from Stable. At the same time, DBRS 
Morningstar confirmed the United Mexican 
States' Short-Term Foreign and Local Currency - 
Issuer Ratings at R-1 (low) and changed the 
trend to Negative from Stable. KEY RATING 
CONSIDERATIONS  

The Negative trend reflects DBRS Morningstar's 

view that Mexico's medium-term growth outlook 
has weakened, due largely to policy action by 
the López Obrador (AMLO) administration. DBRS 
Morningstar considers poorly-targeted 
infrastructure spending, reduced reliance on 

private capital, and less predictable 
policymaking could end up constraining 
investment and dampening productivity growth 
over time. While the government is committed 
to sustainable public finances, the reorientation 
of policy, particularly in the energy sector, could 
ultimately leave the government with fewer 

resources to address its core objectives of 
reducing poverty and improving economic 
opportunity. The deterioration in DBRS 

Morningstar's building block "Economic Structure 
and Performance" was the key factor for the 
trend change. The BBB (high) ratings balance 
Mexico's long track record of sound 

macroeconomic policymaking with the country's 
deep governance and growth challenges. The 
economy has demonstrated a high degree of 
resilience in recent years, due in large part to its 
strong policy framework - comprised of 
exchange rate flexibility, prudent fiscal 

management, and a credible inflation-targeting 
regime. These pillars of macroeconomic policy 
are unlikely to change under the AMLO 
administration, thereby setting the stage for 
continued macroeconomic stability. The financial 

system is also well-regulated, and the country's 
external position appears broadly consistent with 

economic fundamentals. However, significant 
structural challenges weigh on the credit profile. 
Poor education outcomes, widespread 
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informality, and far-reaching governance 

problems have led to decades of weak economic 

growth. Some of the potentially growth-
enhancing structural reforms put in place during 
the previous administration have not been fully 
implemented and are in some instances being 
unwound.  
RATING DRIVERS  

The Negative trend reflects DBRS Morningstar's 
view that risks to the ratings are skewed to the 
downside. The trend could return to Stable if  
the government revitalizes the reform agenda in 
a manner that materially strengthens Mexico's 
investment outlook, and (2) public debt 

dynamics remain on a stable trajectory over the 
medium term. On the other hand, the ratings 
could be downgraded if (1) the broad policy 

orientation under the AMLO administration 
continues to suggest weaker medium-term 
growth prospects, or (2) the government's 
commitment to fiscal discipline deteriorates.  

RATING RATIONALE  
Policy Actions Have Materially Weakened 
Medium-Term Growth Prospects Policy actions 
by the AMLO administration have set the stage 
for slower economic growth, in DBRS 
Morningstar's view. The government's decision 
to postpone energy auctions and limit 

cooperation between Pemex and private firms, 
invest in the Dos Bocas refinery, cancel a 
partially-built airport in Mexico City, and 
renegotiate private contracts related to several 

natural gas pipelines, have reduced policy 
predictability and damaged business confidence. 

Projected levels of investment over the next five 
years are materially lower now than 18-24 
months ago. Moreover, one area where public 
investment is expected to increase is energy, 
where resources appear to be being 
misallocated. Lower and poorer-quality 
investment point to weaker growth over the 

medium term. The rollback of reforms 
constitutes a missed opportunity, in DBRS 
Morningstar's view. For two and a half decades, 
Mexico's growth record has been poor, with GDP 
growth averaging just 2.4 percent. The market 

reforms passed under the previous 
administration aimed to break Mexico out of its 

lackluster performance. DBRS Morningstar 
upgraded Mexico's ratings in March 2014 to BBB 
(high) on the expectation that the reforms would 
lead to higher levels of investment and 
productivity. This was never fully realized, in 
part due to a less supportive external 

environment, but also because reform 
implementation remained incomplete. In light of 
the early actions by the AMLO administration, 
the anticipated growth benefits are unlikely to 
materialize. This reassessment of the outlook 
has led to a negative adjustment in the 
"Economic Structure and Performance" building 

block. External risks to the outlook have recently 
diminished, but adverse global developments 
could still create a challenging environment. The 
United States-Mexico-Canada trade agreement 
looks set to be ratified in early 2020, which 

would eliminate a major source of uncertainty 

regarding the future of the North American 

trading relationship. On the other hand, the 
threat of tariffs by the Trump administration 
could continue to weigh on investment. Other 
risks include a sharper-than-expected economic 
slowdown in the U.S. or increased risk aversion 
toward emerging markets generally, which could 

adversely impact Mexico through trade and 
investment channels. With regard to the 
potential escalation of U.S.-China trade tensions, 
the effect on Mexico would likely be mixed: 
Mexico could face weaker global demand, but it 
would also likely benefit from trade diversion.  

The AMLO Administration Is Committed To 
Fiscal Sustainability But Pressures Are 
Building 

The AMLO administration has thus far delivered 
on its commitment to sustainable public 
finances. In the first 10 months of the year, 
revenue shortfalls - which were driven by 

weaker-than-expected growth and oil production 
- have been offset by cuts in primary spending. 
For the year as a whole, the government will 
likely achieve its primary surplus target of 1.0% 
of GDP. Moreover, prudent fiscal policy looks set 
to continue next year. The 2020 budget 
maintains a broadly neutral fiscal stance with a 

primary surplus target of 0.7% of GDP. 
Notwithstanding signs of budget discipline, fiscal 
pressures are building. Maintaining primary 
surpluses over the coming years could be 

difficult given the downside risks to budgeted 
growth and oil production, as well as the 

promises to spend substantially more on priority 
programs. The significant cuts in civil servant 
salaries and public investment that have already 
been implemented also raise concerns about the 
quality of public administration and future 
economic growth. In addition, Pemex's new 
business strategy is unlikely to improve 

operational efficiency or rebuild its reserve 
portfolio. Consequently, Pemex could continue to 
weigh on public finances, either by crowding out 
other fiscal priorities or contributing to higher 
deficits. Public debt dynamics appear sustainable 

but highlight the importance of tight fiscal 
management. If the AMLO administration 

achieves its primary surplus targets of 1% of 
GDP, gross public debt is likely to remain 
stable at around 55% of GDP over the 
medium term. However, in an adverse 
scenario characterized by slower economic 
growth, some easing of the fiscal targets, 
higher real interest rates and a weaker 
exchange rate, government debt levels could 
rise significantly, thereby requiring a sizable 
fiscal adjustment to stabilize public finances. 
The outlook underscores the importance of 

maintaining a sustainable fiscal strategy that 
is credible and affirms market confidence.  
Strengthening the Rule of Law Is a Critical 

Challenge  
The most significant challenge facing Mexico's 
credit profile relates to governance. According to 
the Worldwide Governance Indicators, Mexico 
scores poorly on the rule of law relative to 
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emerging market peers, both globally and in 

Latin America. Corruption and cronyism, which 

are perceived to be entrenched and widespread, 
constrain economic growth by encouraging rent-
seeking behavior and misallocating resources. 
Elevated levels of criminality, combined with 
perceived deficiencies in the judicial system and 
law enforcement, also weaken the investment 

climate.  
Early efforts by the AMLO administration to 
address corruption and improve public security 
have focused on poverty alleviation schemes, 
budgetary cuts for programs perceived to be 
subject to graft, and the creation of a National 

Guard to replace the Federal Police. Although it 
is still early to draw conclusions, it is not clear, 
in DBRS Morningstar's view, that the strategy 

will yield any benefits in terms of strengthening 
the rule of law or improving the country's 
institutional quality. The 2018 general election 
produced a decisive victory for AMLO. In 

addition to winning the presidency by a wide 
margin, AMLO's coalition won a majority in both 
houses of Congress as well as control of more 
than half of the state legislatures. The result is 
that AMLO has substantial power to pass 
legislation and coordinate policy with subnational 
governments. One source of credit strength has 

been the broad political support through the 
electoral cycle for Mexico's sound fiscal and 
monetary policy frameworks. This has enhanced 
the economy's resilience to shocks and led to a 

positive adjustment in the "Political 
Environment" building block.  

Strong Policy Frameworks Support the 
economy's Resilience in a Turbulent Global 
Environment  
Mexico benefits from a credible inflation-
targeting framework and a well-regulated 
financial system. Inflation converged to the 
central bank's 3.0% target in November 2019, 

down from 4.7% (yoy) one year earlier. The 
decline was driven by falling energy prices, while 
core inflation has remained close to the upper 
band of the 2-4% target range despite a 
widening negative output gap. The central bank 

has started to ease monetary policy, with three 
25 basis point cuts in the policy rate from 

August to November, but the overall stance 
remains restrictive. DBRS Morningstar expects 
the easing cycle to continue in 2020 as long as 
inflation expectations remain anchored around 
the target. Financial stability risks are limited. 
The banking system is profitable and well-

capitalized, with low levels of non-performing 
loans. Exchange rate fluctuations have not 
adversely affected banks' balance sheets nor 
have they resulted in a deterioration in asset 
quality in the corporate sector. Household 
leverage is also low, with limited foreign 
exchange exposure. In addition, Mexico's 

external position does not exhibit any clear 
imbalances. The current account deficit is 
modest and fully financed by net foreign direct 
investment. The net international liability 
position is moderate and relatively stable. While 

the highly integrated nature of the Mexican 

economy leaves Mexico exposed to capital flow 

volatility, the country's sound macroeconomic 
policy framework enhances the economy's 
resilience to bouts of market turbulence. In 
particular, Mexico's flexible exchange rate helps 
the economy adjust to external conditions. The 
central bank also holds substantial reserves and 

a Flexible Credit Line from the IMF in order to 
provide foreign exchange liquidity in the event of 
global market volatility. 
 
© DBRS Limited and DBRS, Inc.  
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

S&P Says Mexico 'BBB+/A-2' Foreign 

Currency Ratings Affirmed; Outlook 

Remains Negative  

19-Dec-2019  

Dec 19 (Reuters) - S&P Global Ratings: 
• S&P says Mexico 'BBB+/A-2' foreign 
currency ratings affirmed; outlook remains 
negative 

• S&P says Mexico's outlook remains 
negative, indicating risks of a downgrade over 
coming 12 months due to weakening in Mexico's 
credit quality 

• S&P says ratings on Mexico reflect 
credible inflation-targeting monetary policy by 

Mexico's independent central bank, which has 
broad political support 
• S&P says negative outlook on Mexico 
indicates an at least one-in-three possibility of a 
downgrade over coming year 

 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Venezuela 

Group of Venezuela creditors says 

members have not met with Maduro 

representatives  

18-Dec-2019  
CARACAS, Dec 18 (Reuters) - A group 

representing creditors of cash-strapped 
Venezuela said on Wednesday none of its 
members had met with representatives of 
President Nicolas Maduro, after Bloomberg 
reported American financiers had met with 
government officials in Caracas. 

The Tuesday report said holders of Venezuela's 
defaulted bonds discussed with officials including 
Maduro a plan to grant creditors rights to some 

of the OPEC nation's vast oil reserves. 
Washington's sanctions, aimed at ousting 

Maduro, block U.S. individuals from most deals 
with Venezuela's government. 
"Neither the committee nor its members have 
engaged in any discussions or negotiations with 
the Maduro regime or its delegates," the 
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Venezuela Creditors Committee, which groups 

several funds that own Venezuelan debt, said in 

the statement.  
"Moreover, to our knowledge, no proposals exist. 
The committee has complied and will continue to 
comply with all U.S. sanctions." 
Elliott Abrams, the U.S. special representative 
on Venezuela, said on Tuesday the proposal 

described in the Bloomberg story would "open 
those involved to U.S. sanctions." 
 
(Reporting by Luc Cohen 
Additional reporting by Matt Spetalnick in Washington 
Editing by Chris Reese) 
((luc.cohen@thomsonreuters.com; +58 424 133 7696; 
Reuters Messaging: Twitter: 
https://twitter.com/cohenluc)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 

AFRICA 
 
 

Benin 

Fitch Affirms Benin at 'B'; Outlook 

Positive - Fitch Ratings  

19-Dec-2019  
Fitch Ratings-Hong Kong-December 19: 
Fitch Ratings has affirmed Benin's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B' with a Positive Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Benin's 'B' rating balances its moderate 
government debt/GDP, track record of low 
inflation and strong GDP growth performance 
against its low GDP per capita, limited economic 

diversification, sizeable current account deficit, 
vulnerability to external shocks and weak 
banking sector. 
The affirmation and Positive Outlook balances 
the improvement in several of Benin's public 
finance, external finance and other ratios related 

to the methodological changes and rebasing of 

GDP statistics published this year, as well as a 
track record of fiscal consolidation since 2016, 
against the heightened macroeconomic and 
fiscal risks resulting from the recent border 
closure with Nigeria. 
Nigeria's closure of its border with Benin since 

August represents a potentially sizeable external 
shock, with adverse implications for Benin's 
economy and public finances. Benin's informal 
re-exports to Nigeria account for 70% of Benin's 
total exports and are equivalent to about 20% of 
GDP (but much lower on a value added basis 
given the high import content), while trade taxes 

account for around 35% of government 

revenues. The impact on the economy is 
uncertain and will depend on how effective it is 
on a 800km and still partially porous border, 
spill-over effects and how long the closure 
remains in place. 

Available data up to October suggest that 

monthly imports have remained stable, but this 

likely also reflects shipment time lapses and a 
wait-and-see attitude from exporters to Benin 
given uncertainty over a potential resolution. 
Fitch does not expect the situation to have a 
significant impact on fiscal revenues and on 
economic activity in 2019 with GDP growth 

forecast to decline to 6.5% in 2019 from 6.7% 
in 2018 as buoyant performances in the 
agricultural, construction and transports sectors 
partially offset dampened informal re-exports to 
Nigeria. 
Our baseline scenario is that the border is 

reopened in 1H20, but this remains uncertain 
and there is a downside risk of a more lengthy 
closure. Nigeria shut the border in a bid to curb 

informal imports and recently extended the 
closure of its border until end-January 2020 and 
discussions between both governments are on-
going. 

A prolonged border closure could have broader 
reverberations on the economy and government 
revenues, employment and the banking sector, 
beyond the hit on informal trade. In particular, it 
could lead to fiscal slippages, as a result of a 
reduction in government receipts from duties on 
imports informally re-exported to Nigeria, which 

were equivalent to around 3.5% of GDP in 2019, 
as well as potential additional spending to 
address social concerns and stimulate growth. 
Methodological changes and the rebasing of GDP 

to 2015 from 2007, in line with international 
standards, have generated a 36% upward 

revision of 2015 nominal GDP. This has led to an 
improvement in several indicators and credit 
ratios including GDP per capita, government 
debt/GDP, government balance (% of GDP) and 
the current account balance plus FDI (% of 
GDP), which feed into Fitch's Sovereign Rating 
Model (SRM), leading to a revision in the model 

output to 'B+' from 'B'. Although the data 
revisions have been trailed for some time, Fitch 
could not incorporate them into its data and 
forecasts until a full official series was published. 
Benin's underlying public finances are also 

improving. Fitch projects the fiscal deficit to 
narrow to 2.3% of GDP in 2019 from 2.9% in 

2018, and then to further decline to 2.2% in 
2020 and 2.0% in 2021 if the border reopens in 
1H20. We expect Benin to remain committed to 
moderate fiscal deficits and to renew the IMF 
programme that is scheduled to expire in 2020. 
Contained fiscal deficits mean general 
government (GG) debt is set to decline to 

39% of GDP in 2021 from 41% at end-2019, 
well below the 'B' median of 57% of GDP on 
average over 2019-2021. Contingent liability 
risks are small as state-owned enterprises 
debt represents 1% of GDP and the 
government has not yet signed public-private 
partnerships under the 2016-2021 
Government Action Programme (PAG). 

Under a border issue stabilisation scenario, 
medium-term prospects for economic activity 

would remain solid, with GDP growth forecast to 
average 6.8% over 2020-2021, well above the 
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'B' 3.4% median. Our forecast assume the 

impact of the border closure over part of 2020 

would be offset by a continued increase in 
agricultural production and construction activity 
supported by large ongoing infrastructure 
projects under the PAG. In addition, improved 
access to electricity and reforms to improve the 
business environment has laid the ground for a 

more favourable growth environment. 
Financing options have improved but remain 
narrow. Benin's first Eurobond (EUR500 million; 
5.75% coupon; maturing in 2026) issuance in 
March 2019 has allowed the country to diversify 
sources of financing, but exposes Benin to new 

refinancing risks, given fluctuant international 
capital market conditions. In addition, Benin 
remains somewhat dependent on official creditor 

financing and the regional West African 
Economic and Monetary Union market is shallow. 
We forecast interest expenditure to average 
11.7% of government revenues over 2019-

2021, in line with the 'B' median. The buyback of 
costly domestic debt in October 2018, financed 
by a EUR260 million commercial loan with a 
partial World Bank guarantee contributed to 
containing interest expenditure. We expect the 
government to pursue a proactive debt 
management strategy and to give priority to 

concessional financing over commercial funding. 
External finances remain weaker than peers. 
There is a sizeable current account deficit, 
which the agency forecasts at 5.5%-6.0% of 
GDP between 2019 and 2021, including 
estimates of informal trade flows. Increased 
agricultural exports and lower food imports, 
and scaling down of public investments will 
help to contain the position. 

Banking sector health metrics are weaker than 

for peers. Bank capitalisation has decreased, 
with the capital adequacy ratio dropping to 8.2% 
end-2018 from 11.9% end-2017. Gross non-
performing-loans levels are high, representing 
20.4% of total loans at end-2018 from 19.4% in 
2017, owing to poor oversight in the banking 
sector, which risks undermining credit growth. 

Risks for the sovereign from the banking sector 
are mitigated by its relatively small size and the 

high share of foreign-owned banks. 
Governance indicators are comparable with the 
'B' median. Benin witnessed episodes of social 
unrest following the April 2019 parliamentary 

elections, but public demonstrations have since 
subsided. The national dialogue with the 
opposition launched by the President Patrice 
Talon has led to political and institutional 
changes that were reflected in a constitutional 
reform. However, in Fitch's view, it is unlikely it 
will durably address political tensions prior to the 

February 2020 municipal elections, but we 
expect the authorities to contain disruptions. 
The constitutional reform has also introduced 

key changes to the political life, including the 
limitation to two mandates for a president and 
the creation of a presidential ticket with a vice-
president. 

SOVEREIGN RATING MODEL (SRM) AND 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns a score 

equivalent to a rating of 'B+' on the Long-Term 

Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
• External Finances: -1 notch to reflect the 

vulnerability to external shocks including 
significant exposure to the Nigerian economy. 
The closure of the Nigerian border represents a 
potentially sizeable external shock, with adverse 
implications for Benin's economy and public 
finances, depending on the effectiveness of the 

closure, how long it remains in place and Benin's 
resilience to the developments. 
Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 

forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could, individually or 

collectively trigger positive rating action are: 
• The reopening of the border with Nigeria 
or evidence of the resilience of Benin's economy 
and public finances to its closure 

• A reduction in government debt to GDP, 
for example as a result of maintenance of 

moderate fiscal deficits 
• A significant decline in current account 
deficits and net external indebtedness, for 
example through higher export receipts 
The main factors that could, individually or 
collectively trigger negative rating action are: 
• Material adverse effects on Benin's 

economy, public finances or external position 
from the border closure with Nigeria 
• Weaker medium-term growth prospects, 
for example resulting from delays to structural 
reforms or the emergence of macroeconomic 

imbalances 
• An increase in government debt/GDP, for 

example as a result of a looser fiscal stance 
KEY ASSUMPTIONS 
We assume that key features of the West African 
Economic and Monetary Union and the monetary 
arrangement with France, including the peg to 
the euro, the pooled regional reserves and the 

convertibility guarantee from CFA franc to euro, 
will remain unchanged in the medium term and 
continue to support macroeconomic stability. We 
also assume the fixed parity of the CFA franc 
with the euro will remain unchanged. 
We expect commodity prices and global 
economic trends to develop as outlined in Fitch's 

most recent Global Economic Outlook. 
ESG CONSIDERATIONS 
Benin has an ESG Relevance Score of 5 for 
Political Stability and Rights as World Bank 
Governance Indicators have the highest weight 
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in Fitch's SRM and are therefore highly relevant 

to the rating and are a key rating driver with a 

high weight. 
Benin has an ESG Relevance Score of 5 for Rule 
of Law, Institutional and Regulatory Quality and 
Control of Corruption as World Bank Governance 
Indicators have the highest weight in the SRM 
and are therefore highly relevant to the rating 

and a key rating driver with a high weigh. 
Benin has an ESG Relevance Score of '4' for 
Human Rights and Political Freedoms, as the 
Voice and Accountability pillar of the World Bank 
Governance Indicators are relevant to the rating 
and a rating driver. 

Benin has an ESG Relevance Score of 4 for 
Creditor Rights as willingness to service and 
repay debt is relevant to the rating and is a 

rating driver, as for all sovereigns. 
Benin has an ESG Relevance Score of 4 for 
International Relations and Trade as dependence 
on trade to Nigeria is relevant to the rating and 

is a rating driver. 
Benin; Long Term Issuer Default Rating; 
Affirmed; B; RO:Pos; 
Short Term Issuer Default Rating; Affirmed; B; 
Local Currency Long Term Issuer Default Rating; 
Affirmed; B; RO:Pos; 
Local Currency Short Term Issuer Default 

Rating; Affirmed; B;  
Country Ceiling; Affirmed; BB+ 
Senior unsecured; Long Term Rating; Affirmed; 
B 

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

Copyright © 2019 by Fitch Ratings, Inc.,  
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Egypt 

Egypt's sovereign fund to revamp 

historic area under citadel  

18-Dec-2019  
• Historic site will include museum, 
hotels and arts centre 
• Concession will run for 49 years 
• Fund and Orascom plan to invest $125 
mln to develop area 

By Patrick Werr 

CAIRO, Dec 18 (Reuters) - Egypt approved a 

plan on Wednesday to turn over an 
abandoned historic area under Cairo's 
towering 12th-century Islamic citadel to its 
new sovereign wealth to develop for tourism 
and culture, a cabinet statement said.  

The 56,000-square-metre Bab al-Azab area lies 
within the citadel's walls behind the ornate Azab 
gate, built in 1754. It contains early-19th-

century warehouses, some with traditional wind 
scoops for cooling ventilation, built by the 

Ottoman ruler of Egypt at the time, Mohamed 

Ali.  

"The aim of the project is to revive the area so 
that visitors find fun and entertainment by 
creating a mixed-use cultural centre," the 
statement quoted Antiquities Minister Khaled al-
Anani as saying.  
The area, controlled by the Antiquities Ministry, 

will be leased to the fund to develop and operate 
under a 49-year concession. Final approval 
depended on a more detailed plan, including 
finances, Anani said.  
The preliminary proposal includes spaces for a 
museum, a spice market, a plaza for traditional 

foods, a crafts market, hotels, shops, a 
performances and events centre and a 
hammam.  

The citadel was built by Salah al-Din, also known 
as Saladin, a Muslim warrior who wrested 
control of Jerusalem from the Crusaders in the 
late 12th century.  

An ancient path through the concessionary area, 
from Bab al-Azab to the citadel, was the site of a 
famous massacre in 1811 of Mamluk officers by 
Mohamed Ali that allowed him to consolidate his 
control of Egypt.  
Ayman Soliman, CEO of the Sovereign Fund of 
Egypt, told Reuters last week that the fund was 

looking to Egyptian businessman Samih Sawiris, 
chairman of Orascom Development Holding, to 
help develop the area. Between them they plan 
to invest 2 billion Egyptian pounds ($125 

million) in the project.  
"It is a very old and neglected area. It has been 

used for storage, Islamic art storage, military 
museum storage," Soliman said. "They've 
erected ugly warehouse buildings there so it 
impacts lots of land. So now we're going to clean 
it up." 
He said they would remove the modern 
construction and restore what remains of the 

historical buildings and walls. 
The new sovereign fund says it plans to take 
control of some of the government's most 
promising assets in industries such as power and 
real estate, to bring in private investors to 

develop them. 
 
(Reporting by Patrick Werr; Editing by Giles Elgood) 
((patrick.werr@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Equatorial Guinea 

IMF approves lending program with 

Equatorial Guinea  

19-Dec-2019  
NAIROBI, Dec 19 (Reuters) - The International 

Monetary Fund approved a $280 million 
lending program with Equatorial Guinea on 
Wednesday, despite criticism by rights groups 
that it would foster systemic corruption. 

The IMF said in a statement that the three-year 
program was aimed at improving economic and 
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financial stability and at strengthening 

governance and fighting corruption. 

Equatorial Guinea has been condemned for 
human rights violations and corruption by 
several organisations, including Human Rights 
Watch and Oxfam, who petitioned the IMF not to 
grant the oil-rich country a loan. 
President Teodoro Nguema Obiang, who has 

ruled the country for forty years, has been under 
corruption investigations in Switzerland. The 
investigations led Swiss authorities to seize 
luxury cars owned by Obiang's son, who also 
happens to be vice president. 
IMF Deputy Managing Director Tao Zhang said 
Equatorial Guinea's economy had been hurt by 

a decline in oil prices, but that increasing 
transparency was critical. 

"Priority should be given to strengthening the 
anti-corruption framework by addressing conflict 
of interests and adopting and enforcing a robust 
asset declaration regime for senior public 
officials," he said. 
Equatorial Guinea lacks a legal framework for 

preventing corruption and holding officials 
accountable. According to Human Rights Watch, 
the vice president has frequently defended 
himself against international money-laundering 
accusations by arguing Equatorial Guinea has no 
laws preventing conflicts of interest by senior 
officials. 

 
(Reporting by Omar Mohammed; writing by Juliette 
Jabkhiro; editing by Larry King) 
((Juliette.Jabkhiro@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Morocco 

Morocco holds benchmark interest rate 

steady at 2.25%  

17-Dec-2019  
By Ahmed Eljechtimi 
Rabat, Dec 17 (Reuters) - Morocco's central 

bank maintained its key interest rate at 
2.25% on Tuesday, saying current borrowing 
costs were in line with medium-term forecasts 
for inflation, growth and public finances. 

The central bank said, however, that it would 
implement measures to support entrepreneurs 
after King Mohammed VI called in October on 
commercial banks to make it easier for small- 

and medium-sized businesses to access loans. 
The Bank has kept a freeze on its benchmark 
interest rate since March 2016 "in view of the 
impact it could have on lending and the 
mobilization of savings", central bank governor 
Abdellatif Jouahri told a news conference. 
Inflation, affected mainly by food prices, would 

drop to 0.3% in 2019, from 1.9% in 2018, 

before picking up to 1.1% in 2020 and 1.4% in 
2021, the bank said in a statement following its 
quarterly board meeting. 
Economic growth would slow to 2.6% in 2019, 
after recording 3% in 2018, because of lower 

farm output caused by a lack of rainfall, the 

bank said. 

However, growth should increase again to 3.8% 
in 2020 and to 3.7% in 2021, assuming a crop 
of 8 million tonnes of cereals and an 
improvement in non-agricultural production, the 
bank said. 
Services continue to offset jobs shed by the 

agricultural sector, helping to keep the 
unemployment rate at 9.4% in 2019, it said. 
The current account deficit would ease to 4.6% 
of gross domestic product in 2019 from 5.5% in 
2018, and would continue to shrink to 3.7% in 
2020 and 2.9 in 2021, notably on the back of a 

drop in the energy import bill, it forecast. 
Taking into account donations from Gulf 
countries estimated at 3.8 billion dirhams 

($395.7 million) in 2019 and 2020, the 1 billion 
euro bond sale by Morocco last November and 
another international bond Morocco is expected 
to sell in 2020, foreign exchange reserves would 

stand at 240.7 billion dirhams in 2019, 242.7 
billion in 2020 and 248.2 billion in 2021, enough 
to cover five months of imports. 
"I advise the government to tap the bond 
market as soon as possible as long as borrowing 
terms remain the same for Morocco," Jouahri 
said. 
The fiscal deficit, without counting 
privatisation revenue, would rise to 4.1% in 
2019, from 3.7% in 2019, before falling to 
3.8% in 2020 and 3.5% in 2021, the bank 
said.  

 
(Reporting by Ahmed Eljechtimi; Editing by Angus 
MacSwan and Alex Richardson) 
((ahmed.eljechtimi@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

Nigeria 

Nigeria's Buhari approves record 2020 

budget, on time for his first time  

17-Dec-2019  

LAGOS, Dec 17 (Reuters) - Nigeria's President 

Muhammadu Buhari approved a record 10.59 
trillion naira ($34.6 billion) budget for 2020 
on Tuesday, marking the leader's first 
spending plan not beset by major delays. 

The president's signature paves the way for a 
likely return to the international debt market 
next year as Nigeria still struggles to shake off 

the impact of a 2016 recession it emerged from 
the following year. 
The administration will send parliament a 
borrowing plan for 2020-2022 to help finance 
the deficit budget, Buhari said, without giving 
further details. 
The budget, passed by lawmakers earlier this 

month, assumes a deficit of 1.52% of the 
estimated gross domestic product - 
representing around 2.18 trillion naira - to be 
financed through foreign and domestic 
borrowing. 
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Crude production is assumed at 2.18 million 

barrels a day with an oil price of $57 per barrel, 

according to the spending plan. Nigeria is 
Africa's top oil producer. 
Buhari acknowledged the delays that plagued his 
first term's budgets, as well as those of other 
administrations in the 20 years since Nigeria 
returned to democratic rule. 

"This will be just the fourth time that the federal 
budget was passed before the end of the 
previous year, and this is the earliest," he said. 
Buhari's first-term budgets were only approved 
well into the spending plans' affected years, 
after tussles with opposition lawmakers and 

ruling party politicians who disagreed with the 
presidency's fund allocations. 
But since Buhari's re-election last February those 

days have ended. His win came with 
parliamentary victories for loyalists in his All 
Progressives Congress party. 
Economists say Nigeria's budgets, while large, 
are not always realistic, with the amount 

disbursed each year often falling short of the 
projected spending. 

 
($1 = 305.9 naira) 
(Reporting by Alexis Akwagyiram in Lagos and Felix 
Onuah in Abuja; Writing by Paul Carsten, Editing by 
Angus MacSwan) 
((paul.carsten@tr.com; Reuters Messaging: 
paul.carsten.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/PaulCarsten)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 
 

Fitch Says Revises Outlook on Nigeria 

to Negative; Affirms at 'B+'  

19-Dec-2019  
Dec 19 (Reuters) - Fitch:  
• Fitch says revises outlook on Nigeria 
to negative; affirms at 'B+' 

• Fitch says Nigeria's outlook revision 

reflects increasing vulnerability from current 
macropolicy setting 
• Fitch says inflation in Nigeria is high and 
poised to accelerate 

• Fitch says projects an average GDP 
growth of 2.4% in 2019-2021 for Nigeria 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
 
 

South Africa 

South Africa says Fitch reprieve will 

focus efforts on bringing down debt  

18-Dec-2019  

JOHANNESBURG, Dec 18 (Reuters) - South 

Africa's treasury welcomed Fitch's decision to 
leave the country's credit rating at one notch 
below junk with a negative outlook on 
Wednesday, saying it would push on with 

plans to cut spending and contain debt linked 

to bailouts of state companies.  

Fitch said in a statement it affirmed both the 

long-term foreign and local currency debt ratings 

at "BB+". 
It said emergency funding to state companies 
was a significant ratings risk and failure yo 
formulate in the "near-term a clear and credible 
path towards stabilising the government 

debt/GDP ratio" could result in a downgrade. 
Government debt has doubled from less than 
30% of GDP before the 2008 global financial 
crisis to nearly 60%, with the Treasury saying 
in October in the worst case the may reach 
70% in the next two to three years. 

"Government remains committed to the 
stabilisation and improvement of its fiscal 
position,"  

"(We're) also cognisant of the pressures and 
risks that state-owned companies, particularly 
Eskom, present to the fiscal framework," the 
national Treasury said in a statement. 
"Government is providing medium-term support 
to Eskom to secure the energy supply and to 
honour the state's contractual obligations." 

Power utility Eskom carries450 billion rand 
($30.6 billion) of debt and has struggled keep 
the lights on, unleashing nationwide blackouts in 
the past weeks that may have dragged the 
country into recession. 
The government has promised bailouts of 
roughly 230 billion rand of bailouts to Eskom 

spread over the next decade with 105 billion 
rand in the 2019/20 and 2020/21 financial 
years. 

 
(Reporting by Mfuneko Toyana, editing by Larry King) 
((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved.  
 

GLOBAL 
 

Global outlook somber for late-cycle 

expansion despite market joy  

20-Dec-2019  
By Hari Kishan and Shrutee Sarkar 
BENGALURU, Dec 20 (Reuters) - Most major 

economies have likely averted recession for 
now but growth will remain subdued in 2020, 
according to Reuters polls, despite the recent 
round of central bank stimulus and signs of a 
preliminary truce in the U.S.-China trade war. 
Several big central banks have cut interest rates 
this year, responding to a slowdown that few 
policymakers had expected around this time in 
2018. That loss of momentum in the global 
economy was driven in part by a crunch in world 
trade. 

But with rates still low in developed economies, 

and with many emerging economies snagged in 
the slowdown, further impetus for global growth 
will need to come from elsewhere. 
That will have implications for financial markets, 
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which had a banner year in 2019, with Wall 

Street near a record and other equity markets 

flying high on was is only a slightly-improved 
economic backdrop and tentative steps on trade. 
While a few economies, notably the United 
States, have stabilised very late in one of the 
longest expansionary periods on record, a 
vigorous snapback to above-trend performance 

is not likely, according to predictions from 
hundreds of forecasters polled by Reuters in 
recent weeks. 
"Despite unprecedented action from the 
world's central banks, global growth and 
inflation remain subdued more than 10 years 
after the Great Recession," noted Joseph 
Quinlan, chief investment officer for market 
strategy at BofA global research. 

"Meaningful reflation and inflation remains 
elusive, creating fears among investors that 
central banks are 'pushing on a string.'" 
A modest U.S. economic growth outlook has 
barely budged following three interest rate cuts 
from the Federal Reserve this year, and even 
with economists now reasonably confident an 

initial Washington-Beijing trade deal will be 
signed.  
The chances of an outright recession in major 
economies have receded since the middle of the 
year, when they jumped to highs not seen in 
Reuters polls since the financial crisis. That is 

partly down to the latest round of global rate 
cuts. 

But in India, for example, where the Reserve 
Bank of India has slashed interest rates five 
times in succession by 135 basis points to 
5.15%, making it the most aggressive major 
central bank in the world in 2019, growth is still 

slowing and the property market is in the 
doldrums.  
And the round of global easing is nearing an 
end. 
Sweden's central bank on Thursday ended five 
years of negative rates by raising its benchmark 
repo rate by a quarter point to zero, as 

expected. But the Riksbank also indicated that it 
expected to keep rates unchanged through 
2021. 

Bank of Japan Governor Haruhiko Kuroda 
signaled his resolve to keep the money spigot 
wide open, but suggested that no immediate 

expansion of stimulus was forthcoming. 
Other major central banks were also forecast to 
stay on the sidelines in 2020, according to 
economists in Reuters polls.  
There is a growing sense among analysts polled 
this year that central banks not only have lost 
their ability to lift inflation, which still remains 

tame, but also may be losing their post-crisis 
powers to drive up asset prices. 
While the rise in financial assets has handily 
outpaced underlying economic performance, that 

disconnect may end next year, according to 
currency strategists, equity analysts, fixed-
income strategists and global fund managers in 

Reuters polls. 
"2019 has turned out to be that rarity: a 
spectacular year for both equity and fixed-

income returns. By any yardstick, financial 

markets have put in a very creditable 

performance for 2019. It is one that will be hard 
to repeat in 2020," said Ajay Rajadhyaksha, 
head of macro research at Barclays. 
Most stock indexes covered by Reuters in the 
latest global poll were forecast to make 
single-digit gains in 2020. Major government 
bond yields, meanwhile, were not expected to 

rebound from their latest lows.  

"Looking ahead, monetary policy largesse over 
the past decade increases the risks of a 
disorderly rise in bond yields, and could also 
amplify a policy mistake and/or increase the 
risks of monetary policy impotence," noted 
BofA's Quinlan. 
"Higher debt levels have failed to deliver 

stronger growth," he added. 
Even global property prices, with a few notable 
exceptions, have put in a dull or no response to 
the latest round of central bank easing. Housing 
market experts are not optimistic about any kind 
of major rebound in the coming year. 

And in the foreign exchange market, the U.S. 
dollar's reign was forecast to continue despite 
diminishing returns from the most overcrowded 
trade of 2019.  
"The dollar has been persistently strong. Even 
this year it has continued to eke out a small gain 
despite the fact that the Fed has cut rates on 

three occasions. So, even at these lower U.S. 
yields the dollar looks relatively attractive," said 

Lee Hardman, currency strategist at MUFG. 
 
(Additional reporting and analysis by Vivek Mishra and 
Rahul Karunakar; Graphics by Vivek Mishra; Editing by 
Ross Finley and Nick Zieminski) 
((rahul.karunakar@thomsonreuters.com; +91 80 
67496115)) 
(c) Copyright Thomson Reuters 2019.  
©Refinitiv 2019. All rights reserved. 
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