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ASIA 
 

China 

China Q3 GDP growth to slow on 

housing curbs, debt clampdown  

17-Oct-2017  
•Open poll data 
•China economy seen growing 6.8 pct in Q3 
y/y, vs Q2's 6.9 pct 
•Cooling property, steps to curb debt risks 

may weigh on growth 
•Sept factory, retail sales and investment 
seen largely steady 
•Q3 GDP data, Sept activity data due Oct 19 at 
0200 GMT 

BEIJING, Oct 16 (Reuters) - China's economic 

growth is expected to ease to 6.8 percent in 
the third quarter from 6.9 percent in the 
previous quarter due to a cooling property 
sector and the government's battle against 
debt risks, a Reuters poll showed. 

Analysts' projected slowdown was at odds with 

central bank governor Zhou Xiaochuan's forecast 
suggesting an upside surprise as the economy 
could grow 7 percent in the second half of the 
year, versus 6.9 percent in the first six months. 
The poll of 54 analysts, conducted before Zhou's 
forecast, showed a modest cooling in GDP 

growth - but within Beijing's comfort zone, as 
President Xi Jinping is set to strengthen his grip 

on power at a Communist Party Congress this 
week. 
Zhang Yiping, an economist at Merchants 
Securities, said Zhou's forecast may have raised 
upside risks for his prediction of 6.8 percent 
growth for the third quarter, although he still 
expected a gradual cooling in the economy. 

"The economy is likely to slow steadily given 
that property investment and infrastructure 
investment could slow, although the impact from 

rising borrowing costs on the economy could be 
limited," Zhang said. 
Analysts have penciled in a gradual GDP 
slowdown due to an expected softening in 

property investment and construction as more 
cities try to cool surging housing prices, while 
a government campaign against riskier 
lending pushes up borrowing costs.  

China will release third-quarter GDP on Oct. 19 - 
a day after the opening of the Party Congress - 
along with September industrial output, retail 
sales and fixed asset investment. 
A surprisingly upbeat gross domestic product 

reading would likely lift stocks and global 
commodity prices, and boost bullish sentiment 

on the yuan, which has gained about 5.6 percent 
against the dollar so far this year. 
Economists in the poll estimated GDP grew 1.7 
percent quarter-on-quarter, unchanged from the 

second-quarter, though only 18 analysts gave 
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sequential forecasts. 

REFORM HOPES 
At the opening of the Party Congress, 
President Xi is likely to shed light on China's 
long-term economic development plans 
beyond 2020, amid market hopes that he may 
deepen economic reforms to help the 
economy overcome the "middle income trap". 

Investors are waiting to see if sustained 
economic growth this year will give China's 

leaders the confidence to quicken reforms, 
though many policy insiders believe Beijing will 
tread cautiously in implementing painful changes 
due to resistance and worries about the impact 
on economic stability. 
Few specific policy changes are expected from 
the Party Congress and analysts are looking to 

the annual Central Economic Work Conference, 
which is usually held in December, for signals on 
the 2018 growth target and policy initiatives. 
The Chinese authorities are trying to walk a 
fine line by containing riskier types of 
financing and slowing an explosive build-up in 
debt without stunting economic growth. 

The PBOC in late September cut the amount of 

cash that some banks must hold as reserves 
(RRR) for the first time since February 2016. The 
move, effective in January, offers an earnings 
boost to banks if they lend more to struggling 
smaller firms and the private sector. 
STEADY SEPT DATA EXPECTED 
Analysts expected September industrial growth 

to accelerate to 6.2 percent from a year earlier, 
against August's 6 percent, while retail sales 
growth is seen edging up to 10.2 percent. 
Fixed-asset investment is predicted to have 
increased 7.7 percent in the first three quarters 
on-year, only slightly softer than a 7.8 percent 
rise in January-August. 

The economy grew 6.9 percent in the second 
quarter - the same as the first quarter, defying 
expectations for a slowdown due to firmer 
exports and a resilient property sector, despite a 
government pledge to crack down on rising 
risks. 

The economy is on track to hit the government's 
full-year growth target of around 6.5 percent. 

Economic activity showed visible signs of slowing 
in July and August, as the property sector finally 
cooled in response to government measures, 
while lending costs rose - the result of a 
government crackdown on riskier types of 

lending. 
But some data for September pointed to a slight 
improvement, with imports and bank lending 
growing more than expected, while exports 
picked up. 
On Monday, data showed producer prices in 
September jumped 6.9 percent from a year 

earlier, confounding views that producer inflation 
had peaked. 

 
(Reporting by Kevin Yao in BEIJING and Shaloo 
Shrivastava in BENGALURU; Editing by Jacqueline 
Wong) 
(( kevin.yao@thomsonreuters.com ; +8610 6627 
1215; Reuters Messaging: 
kevin.yao.thomsonreuters.com@reuters.net )) 

 
 

S&P says China has taken "baby steps" 

toward deleveraging, but strides 

required  

17-Oct-2017  
Oct 17 (Reuters) -  
S&P says China has taken "baby steps toward 
deleveraging", but strides are required. 

S&P says lending to households and China's 
government-related infrastructure spending 
continues to rapidly expand. 
S&P says after years of credit growth outpacing 

nominal GDP growth, China's financial buffers 
are thinning. 
S&P says unless China curbs its debt appetite, 
financial buffers will continue to thin, 
diminishing policy response to financial 
stress. 

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

China's deleveraging will not have 

negative impact on economy 

17-Oct-2017  
•Proactive deleveraging helps to eliminate 
risks to growth 

•China to continue to open up to the world as 
part of reform 
•To further expand mkt access, promote new 
high-quality opening 

BEIJING, Oct 17 (Reuters) - China's efforts to 

reduce debt and stable economic growth 
should not be viewed as being in opposition 
as the government will ensure its 
deleveraging campaign will not have a 
negative impact on the economy, a 
Communist Party spokesman said on Tuesday.  

"In the long term, proactive deleveraging helps 
to eliminate risks that could impact steady and 
healthy economic development," said 
spokesman Tuo Zhen.  
"Deleveraging has shown some initial results and 
has not shown any adverse impact on the 
economy."  

Tuo made the remarks at a news briefing a day 
ahead of the opening of the key, twice-a-decade 
Party Congress that will see President Xi Jinping 
map out his ambitions for the country and 
further tighten his grip on power. 
The Congress will end on Oct. 24, Tuo said.  
China's economy expanded at a robust 6.9 
percent in the first six months of the year, 
though there are some concerns that a 
sustained crackdown on credit growth could 
crimp growth. 

Tuo also said China would continue to open up 
to the world as part of reform. 
"We will persist with our fundamental state 
policy of opening up, continue to expand 

openings to the outside, hasten in building an 
open economic system, further expand market 
access, and promote a new round of high-quality 
opening."  
But despite repeated pledges to further open the 
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domestic market to foreign companies, hoped-

for market liberalisation is increasingly being 

viewed as secondary to Xi's state-centered 
approach to economic policy and his focus on 
stability. 
 
(Reporting by Ryan Woo and Judy Hua; Additional 
reporting by Michael Martina; Writing by Elias Glenn; 
Editing by Jacqueline Wong) 
(( sue-lin.wong@thomsonreuters.com ; +86-10-6627-
1242; +86-139-1112-9340; )) 
 
 

China continues to add U.S. treasuries 

holdings in August  

18-Oct-2017  
WASHINGTON, Oct. 17 (Xinhua)-- China 

continued to increase its holdings of U.S. 
Treasury securities in August, and remained 
as the largest holder of U.S. treasuries. 

China raised its U.S. treasuries holdings by 34.5 
billion U.S. dollars in August, with the total 
holding up to 1.2005 trillion dollars, the latest 
data from the U.S. Treasury Department showed 
on Tuesday. 

Japan, which overtook China as the largest 
holder of U.S. treasuries last October, cut its 
holdings by 11.4 billion dollars to 1.1017 trillion 
dollars in August. 
By the end of August, overall foreign holdings 
of U.S. Treasury securities rose to 6.2697 
trillion U.S. dollars from July's 6.2503 trillion 
dollars. 

China's forex reserves rose for the eighth month 
in a row in September as pressure from capital 
outflow eased. 
In January, China's forex reserves plunged 
below 3 trillion dollars, but as the economy 
stands on a firmer footing and the Chinese 
currency, yuan, continues to stabilize, the 

stockpile has increased steadily since February. 
The Chinese economy is expected to continue its 
steady growth for the rest of this year, Zhou 
Xiaochuan, China's central bank governor, has 
said. He expected the economy to grow 7 
percent in the second half of this year.  
 
Copyright (c) 2017 Xinhua News Agency 
 
 

India 

India Government Bonds Stay Lower 

Tracking U.S.  

17-Oct-2017  
By Dharam Dhutia 
News Rise 
MUMBAI (Oct 17) -- Indian government bonds 

remained lower in afternoon trade tracking a 

rise in U.S. Treasury yields. Investors also 
deferred purchases ahead of holidays during 
the week. 
The benchmark 6.79% bond maturing in 2027 
was last traded at 100.28 rupees yielding 6.75% 
at 1:00 p.m. in Mumbai. The note had closed at 

100.38 rupees, yielding 6.73%, yesterday. 

Indian markets will remain shut on Oct. 19 and 

Oct. 20 due to local holidays. 
“There are no triggers or volume, so bonds are 
likely to stay at current levels throughout the 
day,” said a trader with a private bank.  
U.S. Treasury prices fell overnight on news that 
President Donald Trump was favouring Stanford 

University economist John Taylor to become the 
next Federal Reserve head. Taylor is considered 
to be more hawkish than the current Chair Janet 
Yellen, whose term expires in early February. 
The 10-year Treasury yield was last traded at 
2.31%.  

Treasury yields also rose on comments from 
Yellen that the economy remains strong and the 
strength of the labour market calls for gradual 

increases in interest rates despite lower 
inflation.  
India’s central bank will also sell 91-day, 182-
day and 364-day Treasury Bills today for 110 

billion rupees. Traders expect the note to be sold 
at a cut-off yield of 6.11%, 6.20% and 6.23%, 
respectively.  
The Reserve Bank of India will sell bonds 
worth 100 billion rupees under an open 
market sale on Oct. 26. This is the eighth such 
sale in this fiscal year that started Apr. 1. The 
central bank has already sold notes worth 700 
billion rupees since July this year. 

India’s wholesale price inflation rose 2.60% on 
year in September, easing from a four-month 

high in the previous month, driven by a sharp 
fall in food prices. The September reading was 
slower than an annual 3.24% increase in August 
and sharply lower than a median forecast for a 
3.41% annual increase in a Reuters poll of 

economists. 
The country’s retail inflation also rose at 3.28% 
in September from a year earlier, and flat 
against August, as prices of food items increased 
at a slower pace. A Reuters’ survey of 
economists had expected inflation rate to 
quicken to 3.60%.  
The central bank is mandated to keep retail 
inflation at 4% with a band of two percentage 

points on either side. Reserve Bank of India 

Governor Urjit Patel had said the RBI will have 
to watch the inflation data over next six to seven 
months after the monetary policy decision 
earlier this month.  

 
The benchmark Brent crude oil contract was at $57.74 
per barrel, against $57.82 per barrel in the previous 
session. 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

India likely to stick to fiscal deficit 

target  

17-Oct-2017  
NEW DELHI, Oct 17 (Reuters) - India is likely to 
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stick to its fiscal deficit target of 3.2 percent 
of gross domestic product, and could 

accelerate sales of government stakes in 
banks and other companies, an economic 
adviser to the prime minister said on Tuesday.  

Prime Minister Narendra Modi's government has 
stuck to its fiscal deficit targets over the past 
three years and is expected to do so this year as 
well, Surjit Bhalla, a member of Modi's Economic 
Advisory Council, told Reuters in an interview. 

 
(Reporting by Rupam Jain and Manoj Kumar; Editing 
by Edwina Gibbs) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net )) 
 
 

India Bonds Post Weekly Fall Amid 

Holidays; MPC Minutes Eyed  

18-Oct-2017  
By Dharam Dhutia 
News Rise 
MUMBAI (Oct 18) -- Indian government bonds 

fell this week amid thin trading volumes, as 
traders cut positions ahead of the holidays, 
even as they await the Monetary Policy 

Committee’s October meeting minutes, due 
later today.  

The benchmark 6.79% bond maturing in 2027 
ended at 100.20 rupees, its lowest since Oct. 9, 
yielding 6.76% in Mumbai. The bond had closed 

at 100.18 rupees yesterday. The benchmark 
bond yield rose three basis points this week. 
Indian markets will remain shut tomorrow and 

Oct. 20 on account of local holidays. 
“Activity was low throughout the week and some 
traders cut positions due to the long weekend,” 
said Nandan Pradhan, chief manager of treasury 
at Cosmos Co-Operative Bank. “The market is 
now waiting for the minutes of the policy 

meeting, which will be the next major trigger for 
bonds.” 
The Reserve Bank of India will release the 
minutes of the MPC’S October meeting after 
market hours today. The MPC had maintained 
status quo on interest rates earlier this month, 

highlighting inflation risks. 
It had said that inflation is expected to rise 
from its current level and range between 
4.2%-4.6% in the second half of this year, 
against the earlier projection of 4%-4.5% 
released in August. 

The panel is mandated to keep retail inflation at 
4% with a band of two percentage points on 
either side. It also acknowledged the growing 
upside risks to the inflation outlook. 

Bonds also fell amid concerns that the 
government may miss its revenue target. New 
Delhi is facing a potential shortfall between 800 
billion rupees and 850 billion rupees in indirect 
tax revenue this fiscal year as a switch to goods 

and services tax from Jul. 1 have weighed on 
income and a recent cut in fuel excise tax 

further squeezed inflows, two senior finance 
ministry officials said yesterday. 
India had budgeted a growth of 8.8% in indirect 

tax revenue in the current fiscal year to Mar. 31 

as the GST - implemented from Jul. 1 - replaced 

a slew of state-level levies to create a common 
market. 
Bond yields have been rising in recent 
sessions on worries that the government may 
miss its fiscal deficit target of 3.2% for this 
year, amid speculation of increased borrowing 
via bonds. 

The benchmark Brent crude oil contract was last 

at $58.21 per barrel, against $57.88 per barrel 
in the previous session. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Indonesia 

Indonesia’s External Debt Remained 

Manageable  

16-Oct-2017  
Indonesia's external debt at the end of August 
2017 amounted to USD340.5 billion or grew 

4.7% (yoy). Based on the group of borrowers, 
private sector external debt stood at USD165.6 
billion (48.6% of total external debt) or grew 

0.1% (yoy), after decreased 1.1% (yoy) on July 
2017. Meanwhile, public sector (government and 
central bank) external debt amounted to 

USD174.9 billion (51.4% of external debt) or 
grew 9.5% (yoy), slightly increased from 9.2% 
(yoy) in the previous month.  
Based on original maturity, long-term and 
short-term external debt growth remained 
manageable. Long-term external debt grew 
3.3% (yoy) at the end of August 2017, 
slightly increased from 2.6% (yoy) in the 

previous month. Meanwhile, short-term 

external debt grew 14.6% (yoy), higher than 
13.1% (yoy) in the previous month. Long-term 
external debt totaled USD294.7 billion (86.5% of 

external debt), consists of public sector 
(government and central bank) external debt 
amounted to USD172.6 billion (58.6% of long-

term external debt) and private sector external 
debt totaled USD122.1 billion (41.4% of long-
term external debt). On the other hand, short-
term external debt stood at USD45.8 billion 
(13.5% of short-term external debt), consists of 
private sector external debt amounted to 
USD43.5 billion (94.9% of short-term external 

debt) and public sector (government and central 
bank) external debt totaled USD2.3 billion (5.1% 
of short-term external debt).  
Based on economic sector, the private external 
debt position at the end of August 2017 was 

mainly concentrated in the financial, 
manufacturing, mining, and electricity, gas & 

water supply sectors. The shares of these four 
sectors to total private sector external debt 
reached 76.8% and increased compare to the 
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previous month. The increase was mainly driven 

by the increase of external debt growth of the 

manufacturing and electricity, gas & water 
supply sectors, while the external debt growth of 
financial and mining sectors were still in the 
negative territory.  
Bank Indonesia views the development of 
external debt at the end of August 2017 
remains healthy and manageable. This is 

reflected in, among other, the Indonesia's 
external debt to gross domestic product 
(GDP) ratio being relatively stable at around 

34% at the end of August 2017. The ratio is 
also better than that of the average peer 
countries. Bank Indonesia will persevere to 
monitor the development of external debt to 
give assurance that the external debt can play 

an optimal role in supporting development 
financing without incurring the risks that may 
affect macroeconomic stability.  
 
Original document http://www.bi.go.id/en/ruang-
media/info-terbaru/Pages/Utang-Luar-Negeri-
Indonesia-Tetap-Terkendali-1017.aspx  
Public permalink 
http://www.publicnow.com/view/236C5BDF2F5FF09F9
A64E29713CA236BC7094F61  
(C) Copyright 2017 - Bank Indonesia 
 
 

Indonesia's slowdown belies Jakarta's 

reform spin  

18-Oct-2017  
By William Pesek 
TOKYO, Oct 18 (Reuters Breakingviews) - Few 

central banks have been busier over the last 

22 months than Indonesia’s. Despite eight 
easing moves, however, growth is stuck at 5 
percent, lagging China, India, the Philippines 
and Vietnam. Consumer spending was down an 
average 1.1 percent in July and August year-on-
year. 
Foreign investors are heading for the door, 
dumping more than $2 billion of shares in the 
third quarter – the biggest ejection of foreign 
funds from Indonesian stocks since the 2013 
Federal Reserve “taper tantrum.”  

The problem is President Joko Widodo, popularly 
known as Jokowi, hasn’t fulfilled bold pledges to 
accelerate structural upgrades, implement 
projects to improve roads, bridges, ports and 

power grids, and create well paid jobs. Nor has 
he eliminated a current-account deficit that 
stood at $4.9 billion in the second quarter - 
another sore point. The World Bank now lists the 
rupiah among Asia’s most vulnerable currencies. 
To be sure, Indonesia is not on the verge of 

crisis. Jokowi deserves credit for increasing 
accountability and transparency since taking 
office, and he has pushed a successful amnesty 
tax plan to spark investment at home. He also 
has kept up predecessor Susilo Bambang 

Yudhoyono’s anti-corruption campaign. In the 
last year alone, Jakarta moved up to 36th place 

from 41st in the World Economic Forum’s latest 
global competitiveness index. 
But if Jokowi wants Indonesia to join the Group 

of Seven by 2030, as consultancy McKinsey 

predicts, he must get much more out of the two 

years he has left in office. That means 
implementing an ambitious $350 billion 
infrastructure programme, upping investments 
in education and training, and attracting more 
multinationals. The latter requires he curb the 
forces of economic nationalism at home. 

The recent tussle between the government and 
Freeport-McMoRan sheds light on why resource-
rich Indonesia isn’t pulling in more foreign direct 
investment. In August, the U.S. company 
tentatively agreed to transfer a 51 percent stake 
in Grasberg mine to Jakarta amid a months-long 

worker strike. Unsurprisingly, in the second 
quarter mining FDI fell by the most since 2012. 
Monetary easing isn’t enough. Two-hundred 
basis points of rate cuts since January 2016 
haven’t ignited household or business 

spending or quickened top-line growth. Jokowi 
needs to simplify investment rules, police a 
graft-prone bureaucracy and streamline state 

enterprises. Reducing bottlenecks would cheer 
boardrooms from Samsung to Toyota to 
Unilever. So would tackling land, labor and tax 
laws. There’s no time to waste as U.S. President 
Donald Trump threatens trade wars and favours 
a weaker dollar. 
With a 68 percent approval rating and a 

comfortable legislative majority, Jokowi has the 
power to turn things around. If he doesn’t use it, 
sales of Indonesian assets might accelerate as 

investors wage a bigger tantrum - targetting 
Indonesia. 
CONTEXT NEWS 
- On Sept. 22, Bank Indonesia cut the 

benchmark seven-day reverse repurchase rate 
by 25 basis points to 4.25 percent, bringing 
reductions since the start of 2016 to 200 basis 
points. “The cut is still consistent with the 
realisation and expectation of low inflation in 
2017,” said BI executive director Dody Budi 

Waluyo. 
- Jakarta’s current account deficit widened in the 
first quarter to $2.4 billion, equivalent to 1.0 
percent of GDP from 0.9 percent in the fourth 

quarter. In 2013, the deficit topped 4 percent of 
GDP, putting downward pressure on the rupiah. 
- The central bank expects gross domestic 

product to expand between 5.1 percent and 5.2 
percent this year. “Our economic condition, our 
economic growth, I think we should be optimistic 
that despite the little rise,” President Joko 
Widodo said on Oct. 10. 
- William Pesek is a Tokyo-based journalist, 
former columnist for Barron’s and Bloomberg 

and author of “Japanization: What the World Can 
Learn from Japan’s Lost Decades.”  
 
(Editing by Pete Sweeney and Katrina Hamlin) 
(( katrina.hamlin@thomsonreuters.com ; Reuters 
Messaging: 
katrina.hamlin.thomsonreuters.com@reuters.net )) 
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Iraq 

Iraq dollar bonds jump nearly 1 cent 

on Baghdad forces' gains in north  

17-Oct-2017  
LONDON, Oct 17 (Reuters) - Iraq's dollar-

denominated bonds jumped nearly one cent 
on Tuesday, more than making up for 
Monday's losses, after Baghdad government 
forces recaptured territory from Kurds across 
northern Iraq, including oil fields around 
Kirkuk.  

The 2028 issue gained 0.986 cents to 92.638 

cents - the highest since Thursday, according to 
Thomson Reuters data. The 2023 bond added 

0.850 cents to 98.550 cents.  
Oil officials in Baghdad said all the fields near 
Kirkuk were working normally on Tuesday after 
the last came under central government control. 
 
(Reporting by Karin Strohecker; Editing by Robin 
Pomeroy) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Israel 

Israel foreign direct investment dips to 

$645 mln in August  

17-Oct-2017  
Oct 17 (Reuters) - Israel received $645 million 

worth of foreign direct investment (FDI) 
through local banks in August, well below its 
level in July, the Bank of Israel said on 
Tuesday. 

In 2016, FDI through local banks rose to $9.3 
billion from $8.3 billion in 2015. Overall FDI 
gained to $11.9 billion from $11.3 billion.  
- Foreign direct investment in August was mainly 
in companies in the manufacturing and 
production and in the information and 
communications industries. 

- Foreigners invested about $20 million net in 
Israeli shares traded on the Tel Aviv Stock 
Exchange in August, after net buying of $110 
million in July, and bought $70 million in Israeli 
shares traded abroad. 
- They sold $150 million net in government 

bonds traded in Tel Aviv and bought $370 
million in short-term "makam" bills. Foreigners 
also sold a net $20 million of Israeli government 
bonds traded abroad. 
 
(Reporting by Steven Scheer, Editing by Ari 
Rabinovitch) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
 

 

Lebanon 

Lebanon's parliament approves 

country's first budget since 2005  

19-Oct-2017  
•PM says budget "historic success" 
•Work on 2018 budget to start next week 
•Lebanon's economy hurt by slow decision-
making, Syria war 

By Lisa Barrington 
BEIRUT, Oct 19 (Reuters) - Lebanon's 

parliament on Thursday approved the first 
state budget in 12 years, a vital step towards 

reforming the fragile economy and preventing 
rising debt spinning out of control.  

Successive governments have failed to pass 
annual budgets due to a string of political crises 
since the 2005 assassination of former Prime 
Minister Rafik al-Hariri. 
"(Passing the budget) is a fundamental step on 
the state's path to reinstating order in the public 

finances," Minister of Finance Ali Hassan Khalil 
said after the vote.  
Passing a budget was a priority for the 
government of Rafik's son, Saad al-Hariri, which 
took office in January. 
Hariri described the 2017 budget as an "historic 

achievement" and said his government would 
strive to return the country to financial and 
political health. 

A main obstacle to passing the 2017 and 
previous budgets has been demands from some 
politicians that an audit of extra-budgetary 
spending from previous years be carried out. 

But on Wednesday, parliament approved a law 
allowing the budget to be passed before such an 
audit is completed and giving the minister of 
finance up to a year to carry it out. 
The budget passed after three days of discussion 
by 61 votes for and four against. Eight members 
of parliament abstained.  

Lebanon's economic growth has been battered 
by years of paralysis in government decision-
making and six years of war in neighbouring 

Syria. Growth slowed to just over 1 percent a 
year from an average of 8 percent before the 
Syrian war. 
Lebanon's debt has also risen strongly since 
the war began in 2011. Moody's says the 
debt-to-Gross Domestic Product ratio, which 
indicates a country's ability to pay back its 
debt, is the world's third highest and will 
reach almost 140 percent in 2018. 

Economists have said a budget was vital to 
reforming public finances, but that more needs 
to be done to improve growth and investor 
confidence in the country: reform the heavily 

subsidised electricity sector, boost tax collection 
and upgrade crumbling infrastructure.  

The government will begin work on the 2018 
budget next week, Hariri and Khalil said. Khalil 
said it will include a vision to develop the 
country economically and socially as well as 

"financial and reform measures to reduce the 
deficit and increase growth". 
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(Reporting by Lisa Barrington, Reuters TV and Laila 
Bassam; Editing by Matthew Mpoke Bigg) 
(( lisa.barrington@thomsonreuters.com ; +961)(0)( 
1954456; )) 
 
 

Mongolia 

Fitch Rates Mongolia's Proposed USD 

Bond 'B-(EXP)'  

16-Oct-2017  
HONG KONG, October 15 (Fitch) Fitch Ratings 

has assigned Mongolia's forthcoming US 
dollar-denominated bonds an expected rating 
of 'B-(EXP)'. 

KEY RATING DRIVERS 

The expected rating is in line with Mongolia's 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR) of 'B-' with a Stable Outlook. 
RATING SENSITIVITIES 
The rating would be sensitive to any changes in 
Mongolia's Long-Term Foreign-Currency IDR. 
On 19 February 2017, Fitch affirmed Mongolia's 

Long-Term Foreign-Currency IDR at 'B-' with a 
Stable Outlook. The Long-Term Local-Currency 
IDR is also 'B-'. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Mongolia offers to buy back US$, CNH 

2018s  

16-Oct-2017  
SINGAPORE, Oct 16 (IFR) - The Government of 

Mongolia has offered to buy back any and all 

of its US dollar and Dim Sum bonds maturing 
in 2018, in conjunction with an offering of 
new US dollar sovereign notes. 

It is offering to buy back its US$500m 4.125% 
bonds due January 5 2018 at US$1.003.75 per 
US$1,000 in principal amount. 
The sovereign is also offering to repurchase its 

Rmb1bn (US$152m) 7.5% Dim Sum notes due 

June 30 2018 at a price of Rmb10,037.50 per 
Rmb10,000 of principal amount. 
Both offers end on October 24. 
The repurchases are conditional on Mongolia 
issuing new US dollar bonds, since the proceeds 
will fund the buybacks. 
Credit Suisse, Deutsche Bank and JP Morgan are 

dealer managers on the tender offer and also 
bookrunners on the proposed new issue. 
 
(Reporting by Daniel Stanton; Editing by Dharsan 
Singh) 
((daniel.stanton@thomsonreuters.com; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net)) 
 

 

Mongolia to tidy up debt profile   

20-Oct-2017  
•Bonds: Sovereign plans to take out short-
term debt and raise new money offshore 

By Frances Yoon 
HONG KONG, Oct 20 (IFR) - The Government of 

Mongolia (Caa1/B–/B–) plans to buy back 
foreign debt due next year and issue new 
bonds to address its short-term maturities 
and complete a turnaround from last year's 
economic crisis. 

The sovereign has announced tender offers for 
its US$500m 4.125% January 2018 bonds and 
Rmb1bn (US$152m) 7.5% June 2018 Dim Sum 
notes. If completed, the buybacks will leave it 

with no major foreign debt maturities until 
2021, according to Thomson Reuters data.  

The buyback will be funded with proceeds from a 
new US dollar bond offering, potentially at 
tenors of 5.5 or 10 years, according to a banker 
on the deal. Fixed-income investor meetings and 
calls took place last week in New York, Boston, 

London, Singapore and Hong Kong. Both tender 
offers end on October 24. 
If successful, the plan will leave Mongolia in 
better shape than last year, when government 
overspending and declining commodity exports 
left it at the risk of default. The country was 
forced to pay 10.875% to issue a US$500m five-

year note in March 2016, at the time the highest 

yield on any sovereign bond since 2011.  
The latest buyback comes amid a much-
improved economic backdrop. The 
International Monetary Fund earlier this year 
approved a US$5.5bn bailout to relieve debt 
pressures and maintain stability in the local 
currency, the tugrik. 

A recovery in coal exports also helped drive 

demand for its US$600m sovereign bond this 
March, allowing the new-money component to 
price more than 300bp inside the 2016 deal. 
As of the end of September, export revenue 
more than doubled from the same period in 
2016, National Statistics Office data showed. 
Moody’s expects higher real GDP growth and for 

foreign reserves to recover to US$1.7bn this 
year from US$1.2bn at the end of May.  
The IMF estimate for the overall fiscal deficit is 
10.6% of GDP this year, and the actual deficit 
will likely be lower than this, according to 
Moody's.  
“Mongolia has emerged from the brink of 

default,” said Anushka Shah, a credit analyst at 
Moody’s. “Government revenues are materially 
up. It’s been a good year for them. They are 
also likely to surpass some of the targets set by 
the IMF after the loan. What might happen is 
that the government will have to revise targets 

based on the performance so far." 
MARKET PERSPECTIVE 
The proposed issue comes amid a rally in 

Mongolia’s outstanding bonds. Mongolia’s 
8.75% 2024s were trading at 112.958/113.625 
to yield 6.26%, near their tightest level since 
issue, while its US$1bn 5.125% December 

http://www.fitchratings.com/
mailto:daniel.stanton.thomsonreuters.com@reuters.net)
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2022s, its largest outstanding issue, were also 

trading at a record low 5.58%, according to 

Tradeweb. 
"Mongolia's bonds have tightened across the 
curve, reflecting the demand for emerging-
market debt which continues to be strong," 
said another banker on the deal. "There have 
been some investors sitting on the sidelines 
and missing out on the rally, who are now 
quite keen to pick up bonds." 

The banker added that demand was expected to 

be healthy, given that the curves of emerging-
market peers, such as Vietnam, Pakistan and Sri 
Lanka, have become very tight. 
Still, Mongolia has a long way to go to improve 
its fiscal position. The resignation of the cabinet 
last month reflects the country’s political 

instability, which does not bode well for the 
IMF’s requirements to implement policies to 
improve its fiscal position and structural reforms 
over a three-year period. 
Newly appointed Prime Minister Ukhnaa 
Khurelsukh has asked the IMF to disburse about 
US$38m in funds after the programme's 

suspension in mid-September. 
“External fragilities remain. Their external 
borrowing needs are still one of the highest. 
So, when rates rise, there’s a risk that they 
face limited market access and this could 
raise debt servicing needs because of its 

material portion of external debt,” said Shah.  
The proposed 144A/Reg S notes have initial 

ratings of B–/B– (S&P/Fitch). 

Credit Suisse, Deutsche Bank and JP Morgan are 
joint lead managers and joint bookrunners for 
both the tender offer and proposed new issue.  
 
(This story will appear in the October 21 issue of IFR 
Asia magazine; Reporting by Frances Yoon; Editing by 
Daniel Stantion and Vincent Baby) 
(( frances.yoon@thomsonreuters.com ; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net )) 
 
 

Philippines 

Philippines expects January launch for 

bond to rebuild war-torn city  

18-Oct-2017  
•Govt eyes $584 mln from 20-year 'patriotic' 
bonds 
•Bond proceeds to augment govt funds for 
Marawi 
•World Bank commits to help rebuild Marawi 

MANILA, Oct 18 (Reuters) - A planned domestic 

bond issue by the Philippine government to 
fund rebuilding of the conflict-torn southern 
city of Marawi will likely be launched in 

January, Budget Secretary Benjamin Diokno 
said on Wednesday. 

The government is looking to raise as much as 
30 billion pesos ($584 million) by selling 20-year 
bonds in the domestic market. 
Asked by reporters about financing the city's 
reconstruction, Dioko replied "As far as Marawi 
bond is concerned, it's a go... in early January."  

President Rodrigo Duterte on Tuesday declared 

Marawi liberated from pro-Islamic State 

militants, after a 148-day battle with 
government security forces. 
More than 1,000 people, mostly rebels, have 
been killed in the battle, which is continuing. The 
heart of the city of 200,000 people has been 
decimated by near-daily air strikes by planes 

and helicopters. 
Proceeds from the so-called "patriotic bonds" 
will help augment funds that the government 
has set aside for Marawi, such as 5 billion 
pesos from this year's budget and 10 billion 
pesos next year, Diokno said. 

Duterte has said it will cost more than 50 billion 
pesos to rebuild the city.  
The defence minister said rehabilitation could 

realistically start in January, as structures were 
unstable and parts of the city were still littered 
with unexploded munitions and home-made 
bombs. 
The World Bank on Tuesday reiterated its 
commitment to work with the Philippine 

government in helping Marawi rise from 
devastation, along with scaling up support for 
peace-building efforts in the southern region. 
The bank said it could provide technical aid and 
other forms of assistance to the Philippines to 
help rebuild Marawi, though it did not mention 
any figure. 

 
(Reporting by Enrico dela Cruz; Editing by Richard 
Borsuk) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
 
 

Sri Lanka 

IMF says Sri Lanka's next loan review 

in December, urges more reforms  

17-Oct-2017  
COLOMBO, Oct 16 (Reuters) - The IMF on 

Monday urged Sri Lanka to continue fiscal 
consolidation and tighten monetary policy and 

said it would hold the next review of its three-
year loan in December.  

The International Monetary Fund loan is worth 
$1.5 billion and Sri Lanka has already received 
around $520 million in three previous 
instalments. The next review should be 
completed before Sri Lanka gets the fourth 
tranche.  

Sri Lanka has already passed a new revenue act 
to boost revenues and curb the budget deficit.  
"Incorporating the new Inland Revenue Act, the 
2018 budget should continue fiscal consolidation 
supported by stronger revenues," the IMF said in 
a statement.  
"The central bank should stand ready to head off 

pressures on inflation and credit growth, while 
continuing to enhance exchange rate flexibility." 
The global lender said Sri Lanka had improved 
its fiscal position and strengthened its 
international reserves, "but more needs to be 
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done" over state-owned enterprise reforms. 

"Upholding the reform momentum will be 

important for addressing fiscal and external 
imbalances and meeting the government’s 
ambitious social and development objectives," it 
said. 
Sri Lanka's four monetary tightening steps since 
December 2015 have had slowed the growth of 

private sector credit growth which stood at 18.0 
percent in August, down from a near four-year 
high of 28.5 percent in July 2016. 
 
(Reporting by Shihar Aneez; Editing by Robin 
Pomeroy) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez)) 
 
 

Moody's says external pressures 

constrain Sri Lanka's credit profile  

17-Oct-2017  
Oct 17 (Reuters) -  
Moody's: external pressures constrain Sri 

Lanka's credit profile. 

Moody's -Sri Lanka's borrowing requirements 
and reliance on external, foreign-currency 
funding expose it to material liquidity, external 
financing risk. 
Moody's on Sri Lanka says despite recent 
increase in foreign exchange reserves, reserve 

coverage of external obligations remains low. 
Moody's-unless Sri Lanka's reserves rise further, 
reserve coverage will weaken, external 
vulnerability will increase from 2019 when large 
debt repayments are due. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Tajikistan 

Moody's says Tajikistan's credit profile 

balances robust growth prospects 

against external vulnerability risks and 

banking sector weaknesses  

20-Oct-2017  
Oct 19 (Reuters) -  

Moody's - Tajikistan's credit profile balances 

robust growth prospects against external 
vulnerability risks and banking sector 
weaknesses- 

Moody's - Tajikistan's credit profile reflects the 
country's very low per capita income and 
institutional strength, as well as robust growth 
prospects. 

Moody's - Forecasts that Tajikistan's government 
debt will rise to about 55% of GDP in 2017-18. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 

EUROPE 

 

Albania 

Albania to auction T-bonds worth 3.5 

bln leks (26 mln euro) on Oct 18  

17-Oct-2017  
TIRANA (Albania), October 17 (See News) - 
Albania will auction on Wednesday 3.5 billion 
leks ($30.8 million/ 26.2 million euro) worth 
of two-year government bonds with a coupon 
of 2.8%, the central bank's calendar shows. 

The bonds will and mature on October 23, 2019. 
At the latest auction on September 21, the bank 
sold 3.4 billion leks of two-year treasury bonds 

with a yield of 2.89%. 
 
($=113.605 leks) 
Copyright 2017 See News. All rights reserved. 
 
 

Bosnia 

Bosnia's Federation sells 10.2 mln euro 

in 9-mo T-bills, yield falls  

17-Oct-2017  
SARAJEVO (Bosnia and Herzegovina), October 

17 (See News) – The Federation of Bosnia and 
Herzegovina sold out its entire offering of 20 
million marka ($12.0 million/10.2 million 
euro) in nine-month Treasury bills on the 
Sarajevo Stock Exchange on Tuesday, the 

finance ministry said. 

The bonds were sold at an average weighted 
price equal to 99.9596% of par, the finance 
ministry said in a press release. The weighted 
average yield was 0.05%, up from a negative 
yield of 0.0167% achieved at the last nine-
month T-bills auction in October last year. 

The total amount of received bids equalled 84.5 
million marka. 
The Federation is one of the two autonomous 
entities forming Bosnia and Herzegovina. The 

other one is the Serb Republic. 
 
(1 euro=1.95583 Bosnian marka) 
Copyright 2017 SeeNews. All rights reserved. 

 
 

Croatia 

Croatia to offer 1.2 bln HRK, 20 mln 

EUR in T-bills next week  

19-Oct-2017  
ZAGREB, Oct 19 (Reuters) - Croatia will offer 

1.2 billion kuna ($189.33 million) and 20 
million euros ($23.69 million) worth of 
treasury bills at two separate auctions next 
week, the Finance Ministry said on Thursday. 

On Oct. 24 the ministry will offer only one-year 

papers. It also occasionally offers bills of three-
month and six-month maturities. 

https://twitter.com/shiharaneez)


 

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 

  11 

It will be the first auction since late August when 

the yields slightly fell on both one-year papers, 

in kuna and euros. 
The benchmark overnight rate on the local 
money market was quoted at 0.38 percent on 
Thursday, and the one-year rate at 0.79 
percent. Daily market rates change at 0900 
GMT.  

 
($1 = 6.3382 kuna) 
($1 = 0.8444 euros) 
(Reporting by Igor Ilic) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Czech Republic 

Czech election favourite's tax cuts, 

investments may tip budget balancing 

act  

17-Oct-2017  
•Election favourite Babis promising tax cuts, 
investment 
•Balanced budgets have added to appeal of 
Babis's ANO party 
•Slowing growth, higher spending new 
challenges in coming years 

By Jason Hovet 
PRAGUE, Oct 17 (Reuters) - Czech election 

frontrunner Andrej Babis is promising to 
invest heavily into infrastructure, cut sales 
tax and ease the tax burden for firms and 

workers, pledges which may rattle the budget 
balancing act that is part of his appeal. 

The billionaire entrepreneur and his ANO party 
have whipped state finances into shape and 
presided over a hot economy as a junior 
member of a Social Democrat-led government, 
reinforcing the party's business-like image with 

voters before an Oct. 20-21 election. 
But after a drop in state debt and the first 
budget surplus in two decades gave the 
current government room to hike wages, the 
next administration will contend with slower 
growth and higher spending commitments. 

"The path for the new finance minister will not 
be as smooth as in the previous four years," said 
Pavel Sobisek, UniCredit's chief economist in 

Prague.  
"I would not like to be in their shoes." 
Babis's centrist ANO party - founded on pledges 
to fight corruption and run the state like a firm 
in his food, chemical and media empire - holds a 
double-digit poll lead and may claim a quarter of 
the vote. 

The party has been a beneficiary of one of 
Europe's fastest-rising economies. Growth is 
seen above 3 percent this year and next, and 
record-low unemployment is causing the largest 
wage gains in a decade. 

As it has already had a grip on state finances, an 
ANO-led government promises no major shifts in 

economic policy.  
It has opposed the Social Democrats' wishes for 
banking sector taxes, is against adopting the 

euro for now, aims to reduce the number of 

government departments, and wants to cut 

investment subsidies other than for high value-
creating projects. 
ANO says the state budget is like that of any 
household or company: spending should match 
income in the long run.  
Its investment plans and tax cuts may challenge 

that mantra, and the party itself is giving some 
leeway to run deficits to fund investments. 
ROADS AND TAX CUTS 
ANO has backed coalition measures in the last 
year like 10-15 percent wage hikes for public 
sector workers - raising wage costs by 24 billion 

crowns ($1.10 billion), or half a percent of gross 
domestic product, in the 2018 budget - and 
higher pensions. 

It will now have a stronger hand in pushing its 
agenda, including investments into schools and 
roads - with a pledge to build 170 kms of new 
highways by 2021, more than the central 

European country built over the past decade.  
On taxes, it wants to lower sales tax on 
everything from meat, milk and butter to 
tailoring, haircuts and draught beer. 
ANO aims to cut employers' social security 
contributions by 2-5 percentage points, which 
could cost the budget tens of billions of crowns. 

It wants to cut income tax for the majority of 
workers to 19 percent, from 20 percent. Another 
promise is a 500 crown a month insurance 
allowance; with 5.1 million people employed in 

the country, the bill could run up to 30 billion 
crowns annually. 

The party says its measures over the years to 
improve tax collection, like the introduction this 
year of a real-time reporting of shop sales (EET), 
is boosting revenue.  
"We are cutting taxes because we think that we 
will collect as much as we did with this 
government," Babis, who had been finance 

minister until May, said during a Czech 
Television debate on Oct. 2. 
MISSED CHANCE 
State debt, expected to end 2017 at 35 
percent of GDP, is less than half the EU 
average. ANO has pledged stable debt to GDP 
in the next term. 
The 2017 budget was agreed with a 60 billion 
gap but may end in surplus - the second year 

in a row after fast growth and lower 
investments lifted the 2016 balance. 

The next government will no longer be able to 
count on record low interest rates allowing it to 
borrow for almost free, or at negative rates, in 
recent years. The economy should also cool. 
Fitch agency sees growth slowing to 2.7 percent 
in 2019.  

Analysts say the current government has 
flubbed an opportunity to reform budgets and 
new spending will leave little room in the future. 

"You have fast growing expenditures coming at 
the peak of the economic cycle," Patria Finance 
economist Jan Bures said. "The next two years 
are going to be more challenging." 

 
($1 = 21.8980 Czech crowns) 
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(Reporting by Jason Hovet; Editing by Richard 
Balmforth) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 

 
 

Poland 

Poland to quit $9.2 bln precautionary 

IMF credit line  

14-Oct-2017  
WARSAW, Oct 14 (Reuters) - Poland will quit a 

precautionary Flexible Credit Line (FCL) from 
the International Monetary Fund (IMF) worth 
$9.2 billion, the country's Finance Ministry 
said on Saturday. 

"We are resigning from a $9.2 billion credit line 

from the IMF," the Finance Ministry said on 
Twitter, quoting Finance Minister Mateusz 
Morawiecki. "The Polish economy is in such a 
good situation that we can do it." 
Poland's state budget posted a record surplus 
of 4.9 billion zloty ($1.36 billion) for the 
period from January to August, thanks to, 
among other things, a steep rise in revenue 
from the value-added tax as economic growth 

has neared 4 percent.  

"I have taken the decision to quit the FCL after 
an analysis of tax data, macroeconomic 
parameters, assessment of our budget stability 

and currency reserves," the ministry said 
quoting Morawiecki. 
In January, the Executive Board of the IMF 

approved a two-year arrangement for Poland 
under the Flexible Credit Line (FCL) with access 
in an amount equivalent to SDR 6.5 billion, 
worth about 8.2 billion euros at that time.  
It was not immediately clear whether Poland 
would let the current FCL agreement expire or 
withdraw beforehand. 

Poland has since 2009 had a FCL agreement in 
place to use at times of crisis, but has never 
drawn on the funds. In December 2016, Poland 
asked the IMF to halve the value of the FCL. 
 
($1 = 0.8459 euro; $1 = 3.5925 zlotys) 
(Reporting by Marcin Goettig, editing by G Crosse) 
(( marcin.goclowski@thomsonreuters.com ; +48-22-
653-9724; Reuters Messaging: 
marcin.goclowski.reuters.com@thomsonreuters.net )) 
 
 

World Bank raises Poland's 2017 GDP 

growth forecast to 4 pct  

19-Oct-2017  
WARSAW, Oct 19 (Reuters) - The World Bank 

raised its forecast of Poland's gross domestic 
product (GDP) growth in 2017 to 4 percent 
from 3.3 percent previously, the bank said in 
a report published on Thursday. 

"GDP growth is expected to increase to 4.0 
percent ... on the back of strong consumption 
growth and gradually recovering investment, 
while the contribution of net exports is to 

be broadly neutral," the World Bank said. 

"The strong growth projected in 2017 will boost 

budget revenues, and, is expected to lead to 

further narrowing of the fiscal deficit to 2.1 
percent of GDP in 2017," it said. 
 
(Reporting by Marcin Goettig; Editing by Marcin 
Goclowski) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Romania 

Romania's foreign debt rises to 94.077 

bln euro at end-Aug   

16-Oct-2017  

BUCHAREST (Romania), October 16 (See News) 
- Romania's foreign debt rose to 94.077 billion 
euro ($111 billion) at the end of August from 
92.91 billion euro at the end of 2016, the 
central bank, BNR, said on Wednesday. 

The end-August figure includes 69.52 billion 
euro in long-term foreign debt, down 2% 
compared to the end of 2016, BNR said in a 

balance of payments report for August, citing 
provisional data. 
Short-term external debt at end-August 
amounted to 24.55 million euro, or 26.1% of 
total external debt, up 5.5% against end-
2016. 
Long-term external debt service ratio fell to 
21.1% at the end of August from 30% at end-
2016. 

The cover of imports of goods and services 

decreased to 5.9 months at end-August from 6.3 
months at end-2016. 
The ratio of BNR’s foreign exchange reserves to 
short-term external debt by remaining maturity 
was 86.2% at end-August against 90.5% at 
end-2016. 

 
($=0.8481 euro) 
Copyright 2017 See News. All rights reserved. 
 
 

Romania's ruling coalition eyes 2018 

budget gap of under 3.0 pct/GDP  

18-Oct-2017  
BUCHAREST, Oct 18 (Reuters) - Romania's 

ruling coalition said next year's budget will 
target a consolidated deficit of under 3.0 
percent of gross domestic product and a 
nominal GDP of 901 billion lei ($230.86 
billion), Calin Tariceanu, co-leader Calin 
Tariceanu said on Wednesday. 

This year's GDP is estimated at 837 billion lei. 

Speaking after a meeting of seniors from the 
Social Democrat-led coalition, Tariceanu said a 
recently-introduced value added tax split 
payment system will no longer become 

mandatory for all firms from 2018 and will only 
apply to insolvent and bad payer companies. 
 
($1 = 3.9028 lei) 
(Reporting by Radu Marinas) 
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(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 
 

Romania rejects all bids in 300 mln lei 

(65 mln euro) 2022 T-note auction  

19-Oct-2017  
BUCHAREST (Romania), October 19 (See News) 
- Romania on Thursday rejected all bids in a 
300 million lei ($77 million/65 million euro) 
auction of Treasury notes due on March 8, 
2022, central bank data showed. 

Demand in the auction stood at 366 million lei. 
The issue will be reopened on Friday when the 
finance ministry hopes to raise 45 million lei in a 
non-competitive tender. 

At the previous auction of the same T-note issue 
held in September, the finance ministry sold 
only 349 million lei of the planned amount of 
500 million lei at a yield of 2.71%. 
This is the fifth consecutive auction in October 
in which the finance ministry has rejected all 
bids. The ministry has said it planned raise 
2.44 billion lei in auctions of government 
paper this month. 

Commenting ahead of the Thursday's auction, 
Raiffeisen Bank analysts noted that this week, 
Romania's central bank BNR offered funds to the 
local banks through the third REPO operation in 
October but the demand for funds was zero. At 
the previous two auctions, BNR injected in the 

banking sector a total of 13.5 billion lei in order 

to cover the liquidity shortage which emerged in 
the money market starting from mid-September. 
"Most likely, the banks’ liquidity conditions 
improved in the past days, this being the last 
week from the current minimum reserved 
requirements maintenance period. Still, we 

expect the liquidity shortage in the money 
market to persist for some weeks," Raiffeisen 
analysts said in a daily market report. 
However, public authorities are likely to fuel 
back part of the liquidity in the money market 
by realizing the bulk of the public budget deficit 
in November-December, analysts concluded. 

Romania's finance ministry has said it planned to 
auction 2.2 billion lei worth of government 
securities and to sell an additional 240 million lei 
in non-competitive offers in October. 
In September, the ministry auctioned 3.35 
billion lei worth of domestic debt paper and 
an additional 405 million lei in non-
competitive offers, slightly below target. 

On Wednesday, the finance ministry raised 1 
billion euro ($1.17 billion) through the sale of 
10-year Eurobonds at a yield of 2.114% amidst 
solid demand. According to the ministry, with 
the transaction, Romania closed its 2017 
external financing plan of 3 billion euro. 
So far this year, the ministry has sold some 37.5 

billion lei and 340 million euro worth of 
government bills and bonds and has tapped 
foreign markets for 2.75 billion euro of 2027 and 
2035 Eurobonds. 
In June, the ministry said it plans to sell 7.5 
billion euro worth of Eurobonds on the 

international markets in the following two years. 
The ministry said it plans to sell some 48-50 
billion lei worth of leu-denominated domestic 
debt this year. 

In June, the ministry said it planned to sell 7.5 
billion euro worth of Eurobonds on international 
markets in 2018 and 2019. 
 
(1 euro=4.5921 lei) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Russia 

S&P Global says has "fairly 

constructive" view of Russia credit 

rating  

18-Oct-2017  
LONDON, Oct 18 (Reuters) - S&P Global rating 

agency said on Wednesday it had a positive 
view of Russia's credit rating, which is on 
watch for a potential upgrade. 

"From a rating perspective we are fairly 
constructive on Russia," Frank Gill, one of S&P's 
top rating analysts, told Reuters. "The outlook is 
likely to be resolved in the next 12 months." 
S&P currently rates Russia as BB+ - one notch 
into junk status - with a positive outlook. 
 
(Reporting by Marc Jones; Editing by Gareth Jones) 
(( gareth.jones@thomsonreuters.com ; +49 30 2888 
5214; Reuters Messaging: 
gareth.jones.thomsonreuters.com@reuters.net )) 
 
 

Slovenia 

Slovenia's gross foreign debt shrinks in 

Aug  

16-Oct-2017  
LJUBLJANA (Slovenia), October 16 (See News) – 
Slovenia's gross foreign debt narrowed 1.1% 
month-on-month to 43.52 billion euro ($51.3 
billion) at the end of August, preliminary 
central bank data showed on Monday. 

Net external debt declined to 9.97 billion euro at 

end-August from 10 billion euro at end-July, the 
data indicated. 
General government gross foreign debt edged 
down 0.3% on the month, reaching 22.92 
billion euro at end-August, while the debt of 
the central bank rose to 2.75 billion euro from 
2.73 billion euro. 

The debt of deposit-taking corporations, 

excluding the central bank, increased 1.3% 
month-on-month to 3.92 billion euro at end-
August, the debt of the non-financial sector fell 
3.8% to 10.46 billion euro, and intercompany 
lending shrank 2.3% to 3.47 billion euro. 
 
($=0.8481 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Slovenian tax revenues rise 6.7 pct y/y 
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in Jan-Sept, deficit drops  

17-Oct-2017  

LJUBLJANA, Oct 17 (Reuters) - Slovenia's tax 

revenues rose by 6.7 percent to 5.7 billion 
euros ($6.69 billion) in the first nine months 
of 2017, helping to reduce the central budget 
deficit in that period to 63.6 million euros, the 
finance ministry said on Tuesday. 

In the same period of 2016 the budget deficit 

had stood at about 500 million euros.  
The ministry said in a statement that its budget 
income rose by 7.2 percent in the first three 
quarters of the year, while budgetary spending 
fell by 0.3 percent. It gave no further details on 
spending cuts. 
Inflows from European Union funds rose by 52.6 

million euros year-on-year compared to the first 

nine months of 2016. 
Slovenia narrowly avoided an international 
bailout for its banks in 2013 but returned to 
economic growth a year later. 
The government expects economic growth of 4.4 

percent this year versus 3.1 percent in 2016, 
mainly on account of higher exports and 
investments. 
The government plans to bring the general 
budget deficit to below 0.8 percent of GDP this 
year from 1.9 percent in 2016. 
 
($1 = 0.8518 euros) 
(Reporting By Marja Novak; Editing by Gareth Jones) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
 
 

Slovenia sees public debt down at 75.2 

pct of GDP in 2017  

19-Oct-2017  
By Marja Novak 
LJUBLJANA, Oct 19 (Reuters) - Slovenia's public 

debt is expected to fall to 75.2 percent of GDP 
this year, down from 78.5 percent last year, 
the statistics office said on Thursday citing 
the Finance Ministry's forecast. 

However, the Fiscal Council, a body which 

advises the government on public finances, said 

later on Thursday the government should still do 
more to reduce its deficit and debt in years of 
solid economic growth.  
"In such good economic conditions we need 
consistent restricted fiscal policy so that debt 
would be gradually reduced to the level before 
the (financial) crisis and that reserves will be 

formed," the council said in a statement. 
"This is very important for smaller economies, 
which are more exposed to external and internal 
shocks," it added. 
Slovenia's GDP of about 40 billion euros is 
mostly driven by exports to other EU states, 

including cars, car parts, pharmaceuticals and 

household appliances. 
The statistics office said the debt this year will 
rise in nominal figures as it will reach 32.2 
billion euros ($38.00 billion) at the end of this 
year versus 31.7 billion at the end of 2016, 
but will fall when measured as a percentage 

of GDP due to economic growth seen at 4.4 
percent this year. 

In 2008, before the onset of the global financial 

crisis, Slovenia's debt amounted to only 21.8 
percent of GDP. It subsequently rose sharply as 
the country only narrowly managed to avoid an 
international bailout for its banks in 2013.  
Last year debt fell as a share of GDP for the 
first time in eight years. A draft of the 

government's development strategy showed 
last week that it is due to fall to 60 percent of 
GDP, the maximum level allowed for EU 
members, only in 2030.  

The statistic office also said the forecast for 
2017 budget deficit remained unchanged at 321 
million euros or 0.8 percent of GDP versus a 
deficit of 1.9 percent in 2016. 
 
($1 = 0.8473 euros) 
(Reporting By Marja Novak; Editing by Richard 
Balmforth and Peter Graff) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
 
 

Turkey 

Turkish 2018 budget deficit seen at 

65.9 bln lira  

16-Oct-2017  

ANKARA, Oct 16 (Reuters) - Turkey's budget 

deficit is expected to be 65.9 billion lira 
($18.1 billion) in 2018, with a 5.8 billion lira 
primary surplus, Finance minister Naci Agbal 
said on Monday. 

Speaking at a news conference in Ankara, Agbal 
said fiscal policy will be coordinated with 
monetary policy to fight inflation.  
 
($1 = 3.6411 liras) 
(Reporting by Nevzat Devranoglu; Writing by Ezgi 
Erkoyun; Editing by Dominic Evans) 
(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
 
 

Turkey's credit fund has backed 219 

bln lira of loans  

16-Oct-2017  
ANKARA, Oct 16 (Reuters) - Turkey's Credit 

Guarantee Fund has backed loans worth 219 

billion lira ($60.18 billion) so far, Finance 
Minister Naci Agbal said on Monday. 

The size of the Credit Guarantee Fund, a 
government stimulus that guarantees loans to 
small and medium-sized enterprises that could 
not otherwise get credit, was increased by more 
than ten-fold to 250 billion lira in March. 
Speaking at a news conference, Agbal also said 

that Turkey will allocate some additional 18 
billion lira for defence modernisation. 
 
($1 = 3.6391 liras) 
(Reporting by Nevzat Devranoglu and Orhan Coskun; 
Writing by Ezgi Erkoyun; Editing by Daren Butler) 
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(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Ecuador 

Ecuador launches US$2.5bn 10-year 

bond at 8.875%  

18-Oct-2017  
By Paul Kilby 

NEW YORK, Oct 18 (IFR) - Ecuador saw order 

books swell to US$8bn on Wednesday as it 
launched a US$2.5bn 10-year bond, the 
country's largest deal in decades and its third 
this year.  

Investors shrugged off weak fundamentals and 
supply risks and instead focused on newly 
installed President Lenin Moreno's efforts to 
break with the populist policies of his 
predecessor. 

Moreno won election in April promising to 
maintain the leftist programs of the former 
president Rafael Correa, who oversaw a 
selective default on dollar bonds in 2008. 
But since taking office, he has attacked Correa's 

economic policies and taken a more market-

friendly approach. 
"The new president is cracking down on 
corruption and engaging with the business 
community," said Shamaila Khan, a director of 
AllianceBernstein's emerging market debt 
strategies. 
"He is definitely trying to break with the past - 

which is a good thing." 
The new administration also brought in new 
banks to lead Wednesday's deal, which was 
expected to be rated B-/B. 
It dropped Citigroup, which has been the sole 
lead on all of Ecuador's dollar bonds since 
2015, and hired Credit Suisse, Deutsche Bank 
and JP Morgan.  

Strong demand allowed those leads to tighten 
pricing by 3/8 before launching the deal at a 
final yield of 8.875%, the tight end of 
guidance of 9% area (+/-12.5bp) and inside 
initial price thoughts of 9.25% area. 

At that level, Ecuador was about 35bp wide to 
the existing 2027s, which hit a low on Tuesday 
of 8.57% after rallying from a peak of around 
10% in July, according to Thomson Reuters 

data. 
Despite the rally, the credit still looks cheap 
compared to Single B peers and other oil 
exporting nations in that ratings category.  
"If you look at anything - with the exception of 

Venezuela - this trade looks cheap," said Kahn. 
Angola 2025s (B1/B-/B) are trading at around 

8.14%, Iraq's 2028s (Caa1/B-/B-) at 7.10% and 
Egypt's 2027s (B3/B-/B) at 5.99%. 
Other Latin American Single B sovereigns are 

even tighter, with Argentina's 2027 (B3/B/B) 

being quoted at around 5.40%, and El Salvador 

2027s (Caa1/CCC+/B-) at around 6.25%. 
"Ecuador is one of the highest carry trades out 
there," said Siobhan Morden, head of Latin 
America fixed-income strategy at Nomura. 
Ecuador has also grown in popularity as an 
alternative to Venezuela, which is looking 
increasingly likely to default over the next 

year.  

"It is a proxy trade for Venezuela, if investors 
are looking to supplement that forfeited yield," 
said Morden. 
Even so, market participants agree that the 
strategy of funding fiscal deficits with 
international bond deals is not sustainable. 

With Wednesday's trade, the country has now 

raised US$8.25bn in the foreign bond market 
since July 2016 - a lot of money for such a 
relatively small economy.  
Relying on foreign funding is all well and good 
when markets are as bullish and yield thirsty as 
they have been, but those windows can quickly 

slam shut, say analysts.  
"Issuing US$5bn or so in one year is 
unsustainable and they will have to show how 
they will reduce the structural deficit," Morden 
said.  
The timing of the new trade was critical as 
reserves hit extremely low levels, she said.  

International reserves stand at about US$3.8bn, 
covering 1.9 months of current-account 

payments in 2017 and down from 2.3 months a 
year earlier, Fitch said in a report last month.  
"They are not only funding for the fiscal account 
but for the external account as well," said 

Morden. 
"Without sufficient funding since July, they have 
been forced to cut back on spending." 
Fitch expects the fiscal deficit to drop to around 
5.9% of GDP this year after peaking at 7.4% in 
2016. 
But general government debt hit 40% of GDP 

in 2016 and is expected to continue to rise, it 
said. 
The new president has been looking to better 
relations with the International Monetary 
Fund and the US as it seeks to cover the 
budget shortfall for this year and next.  

"They have engaged with the IMF and could go 
to the IMF if the market closed," said Kahn. 
 
(Reporting by Paul Kilby; Editing by Marc Carnegie) 

(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

Guatemala  

S&P lowers Guatemala long-term 

foreign currency rating to 'BB-' from 

BB  

19-Oct-2017  
Oct 18 (Reuters) - S&P Global Ratings: 
S&P lowers Guatemala’s sovereign credit 
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rating to BB- from BB; raises outlook to stable 
from negative. 

S&P says Guatemala long-term foreign currency 

rating lowered to 'BB-' on weaker growth 
prospects and political instability. 
S&P says recurrent political instability and weak 
government institutions are affecting 
Guatemala's economic growth prospects. 
S&P says outlook is stable, balancing economic, 

political challenges with forecasted low fiscal, 
external deficits and Guatemala's sound 
monetary policy. 
S&P, on Guatemala, says consistently low 
general government revenues, uncovered 
"corruption" cases constrain government and 

private sector's ability to invest. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Peru 

Fitch says Peru's economic recovery 

strengthens, tax revenue lags  

18-Oct-2017  
Oct 18 (Reuters) - Fitch: 
Says Peru's economic recovery strengthens, 
tax revenue lags. 

Says stabilizing general government budget will 
remain a key rating sensitivity for Peru heading 
into 2018, even as economy recovers. 

Says Peru's long-term foreign currency IDR of 
'BBB+' & stable outlook is sensitive to 
deterioration of government revenue, among 
other factors. 

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

Venezuela 

Russia and Venezuela to do debt 

restructuring deal by Nov. 15  

15-Oct-2017  

MOSCOW, Oct 15 (Reuters) - Russia and 

Venezuela will finalise a debt restructuring 
deal for Caracas by Nov. 15, the TASS news 
agency cited Venezuela's ambassador to 

Russia as saying on Sunday. 

"We are working on the document," TASS cited 
Ambassador Carlos Rafael Faria Tortosa as 
saying. "We expect that we will need a month to 
conclude it and that by Nov. 15 this work should 
be finished." 
The RIA news agency cited Russian Finance 

Minister Anton Siluanov as saying on Saturday 
an outline agreement had been reached, but 
more time was needed to complete talks. 
Russia’s largest oil producer, Rosneft, is buying 

a growing volume of Venezuelan crude and other 
products while extending loans to Venezuelan 
President Nicolas Maduro’s government. 

Rosneft said in August it had made around $6 
billion in pre-payments to the Venezuelan state 

oil company PDVSA and had no immediate plans 

to make any further advance payments soon. 

 
(Reporting by Andrew Osborn; Editing by Mark Potter) 
(( andrew.osborn@thomsonreuters.com ; +7 495 
7751242; Reuters Messaging: 
andrew.osborn.thomsonreuters.com@thomsonreuters.
net) ) 
 
 

Venezuela bonds slip on election 

results, late payments  

16-Oct-2017  
By Paul Kilby 
NEW YORK, Oct 16 (IFR) - Venezuelan bond 

prices fell on Monday after the opposition 
rejected a surprise win for the socialists in the 
regional elections over the weekend and 

investors awaited coupon payments due last 
week.  

Some bonds issued by state-owned oil company 
PDVSA and the sovereign were quoted a point 
lower on light volumes, said one broker.  
The PDVSA 2035s, for instance, were at 33.15 
after being quoted last week at 34.75, while the 
sovereign's 2027s had fallen to around 38.50-

38.75 from 40.00. 
"Venezuela is definitely under pressure," the 
broker said. "I don't know if it is only because 
of the election. I think it is because the 
coupon payments on some bonds are still 
missing." 

Investors holding the PDVSA 2027s and 2037s 
were owed a combined US$122m in coupon 
payments on October 12, while about US$200m 

was due on October 13 on the Venezuela 2024s 
and 2019s. 
Another US$27.6m was also owed on the 8.5% 
2018s from Electricidad de Caracas.  
"We have to check this morning again with 
clients but it is our understanding as of Friday 

that bondholders didn't receive payments."  
This comes after candidates supporting President 
Nicolas Maduro won 17 of 23 governor seats up 
for grabs during elections over the weekend. 
The opposition has rejected the results and 
demanded a full audit of the elections amid talk 

of irregularities, according to Reuters.  

This could lead to further sanctions from the US 
and perhaps Europe as well, say analysts. 
"The next phase probably shifts to a broadening 
of the sanctions with higher participation from 
other countries including individual sanctions 
from the European Union," Siobhan Morden, 
head of Latin American fixed-income strategy at 

Nomura, wrote this morning.  
 
(Reporting By Paul Kilby; editing by Shankar 
Ramakrishnan) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 

AFRICA 
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Angola 

Angola is not the next Venezuela, state 

oil firm says as it cuts debt  

18-Oct-2017  

By Libby George and Karin Strohecker 
LONDON, Oct 18 (Reuters) - Angola is not the 

next Venezuela, the head of state oil firm 
Sonangol said on Wednesday while pledging 
to further cut debt, even if both oil-rich 
nations have relied heavily on loans from 
China. 
Venezuela, the Latin American oil behemoth, has 

found itself struggling to repay debts to China 
and Russia that total at least $50 billion. But 
Sonangol chair Isabel dos Santos said her 

company was not on a similar track. 
"There is really pretty much nothing in 
common," dos Santos said. "Maybe just the 
weather." 
Dos Santos told a Reuters newsmaker event 
that Sonangol has already slashed $3 billion 
in debt, and that she has the backing of the 
new president for an ambitious reform plans 
that aims to further cut debts. 

"Our relations are in full alignment," dos Santos 
said, adding that João Lourenço, who took office 
last month, was "fully aware" of her plans for 
Sonangol's transformation. 

Dos Santos took the helm of the state oil 
company in June 2016, when her father Jose 

Eduardo dos Santos was still in office. He 
stepped down as president this year after 38 
years in power. But she said the new 
administration was on board with the "huge 

task" of her five-year turnaround plan for 
Sonangol.  
"We are engaged with the government and the 
government's mission to overcome the 
difficulties in the Angolan economy." 
Sonangol was hit hard by the slump in oil prices 
that began in 2014. She said the company was 

"debt ridden" when she took the helm, but that 
there was no concern over outstanding loans 
from China, a key buyer of its oil and source of 
financing for Sonangol itself as well as Angola.  

"There is no taboo (about) being financed by 
Chinese banks," she said, adding that they had 
cut total company debts to $10 billion this year 

from $13 billion. 
She declined to give a figure for the total 
amount Sonangol owed to Chinese lenders, 
citing only $3 billion from mainland Chinese 
banks. 
But years of borrowing, particularly from 
China, left the nation with a dwindling amount 

of crude to sell for fresh revenue during the 
depths of the oil price crash, and others 
estimate its oil-backed debts to Chinese 
entities at at least $25 billion. 

She added that Sonangol had paid all its 

outstanding bills to oil majors in the form of 
"cash calls" for 2016, after complaints of delays 
amid its cost-cutting drive, and said there would 
be no delays in those payments this year. 

 

(Reporting by Libby George; Writing by Karin 
Strohecker and Dmitry Zhdannikov; Editing by Mark 
Potter) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 

karin.strohecker.reuters.com@reuters.net )) 
 
 

Congo Republic 

Moody's says Republic of Congo's 

credit profile reflects high default risks 

for private creditors 

16-Oct-2017  
Oct 16 (Reuters) - Moody's on Republic of 

Congo - 

Says Republic of Congo's credit profile reflects 

high default risks for private creditors. 
Says oil price shock has had significant negative 
impact on Republic of Congo's sovereign credit 
profile, given its strong reliance on oil. 
Negative outlook reflects heightened risk private 
sector creditors could incur greater losses than 
Moody's rating expects. 

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

Egypt 

Egypt expects to renew financing deal 

with global banks  

17-Oct-2017  
By Daniel Bases 
NEW YORK, Oct 16 (Reuters) - Egyptian 

Finance Minister Amr El-Garhy said on Monday 

he expects a financing agreement with a 
consortium of global banks will be renewed 
for another year with the aim to boost foreign 
reserves while the government implements 
economic reforms. 

"I think so. I think the central bank will renew it. 
It is a joint decision between the central bank 
and us (the finance ministry)," El-Garhy said in 
an interview on the sidelines of a New York 

investor luncheon sponsored by the American 
Chamber of Commerce in Egypt. 
The original $2 billion repurchase agreement, 
signed in November 2016, had a one-year 
maturity. The banks provided funds against 
international bonds issued by the finance 
ministry and listed on the Irish stock exchange. 

Asked if the amount of money would be 
increased, El-Garhy said: "It depends on the 
amount of the haircut, or discount. I think it will 
be improved. Last year it was 30 percent. I think 
this will improve this year and the discount could 
be only 25 percent, and that reflects 

improvement in the risk profile of Egypt." 

Egypt has tried to implement economic reforms 
to help revive its economy, which has been 
battered by political and economic upheaval 
since a 2011 uprising. Part of that effort included 
signing a $12 billion, three-year financial bailout 
program with the International Monetary Fund in 
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November 2016. 

The government then floated its currency, the 

pound, cut fuel and energy subsidies and 
increased taxes.  
The central bank has since boosted a key 
interest rate by 700 basis points in a bid to ease 
inflation pressures. That has fueled foreign 
buying of government Treasury bills, which El-

Garhy said remains strong. 
"Foreign investors in T-bills did not go away. 
They are still coming," he said. 
Inflation data for September has eased from July 
when it reached its highest levels since 1986. 
Prices surged after the energy and fuel subsidies 

were cut. 
On fuel prices El-Garhy said: "We have no 
scenario for another increase this year."  

If there is confirmation of stable prices and level 
inflation that allowed the central bank to have a 
clearer 12-month horizon, El-Garhy said he 
believed "there could be a scenario for the 

central bank to act" in bringing rates down. 
El-Garhy reiterated plans to issue $3 billion 
worth of U.S. dollar-denominated Eurobonds and 
one billion worth of euro-denominated bonds in 
2018. 
"No decision yet, but most probably we start at 
the beginning of the year," he said.  

He also flatly stated there would be no increase 
in the current 14 percent value added tax. 
The government's goal is to attract more 
investment and create a steady 6 percent 

economic growth rate over the next five to 
seven years, starting in fiscal year 2018/19. 

Growth in fiscal 2016/17 was 4.2 percent. 
"People have to be sure that we have a strong 
macro/fiscal consolidation... That would basically 
facilitate the decision making process for 
investors to come into the country," he said, 
with a focus on tourism, agriculture and 
technology. 

FOREIGN DIRECT INVESTMENT 
In the last fiscal year, $7.9 billion worth of 
foreign direct investment flowed into Egypt, 40 
percent of which was for oil and gas, Investment 
Minister Sahar Nasr said in a separate interview 

after earlier addressing the same luncheon on 
Thursday. 

"The British come first because they have three 
companies," Nasr said, citing Centrica Plc's 
British Gas, BP Plc and Royal Dutch Shell Plc. 
Attracting businesses beyond the oil and gas 
sector remains a key government goal and a 
reason for the passage of a new investment law 

ratified by President Abdel Fattah al-Sisi in June. 
Nasr highlighted incentives such as the 30 
percent to 50 percent tax exemption from 
investment costs for seven years and one of the 
big reasons for a surge in business registrations. 
"Just in the last three months, July, August, 
September, 3,700 new companies were 

established... this is 25 percent more than the 
same period last year," she said, citing the new 
law. 
 
(Reporting by Daniel Bases; Editing by Lisa Shumaker) 
(( daniel.bases@thomsonreuters.com ; +1 646 223 

6131; Reuters Messaging: 
daniel.bases.reuters.com@reuters.net ; Twitter: 
https://twitter.com/djbases) ) 
 
 

IMF team in Cairo next week to review 

third instalment of $12-billion loan  

19-Oct-2017  
CAIRO, Oct 19 (Reuters) - A delegation from 

the International Monetary Fund (IMF) will 
arrive in Cairo next Tuesday to review Egypt's 
progress on economic reforms before it 
disperses the third instalment of a $12-billion 
loan programme, the Finance Ministry said. 

The IMF said last month Egypt should receive a 
third loan instalment of around $2 billion after a 
second check of progress at the end of this year, 

but indicators pointed to progress and 

consolidated economic growth. 
Egypt agreed a three-year, $12 billion IMF loan 
programme last November that is tied to 
sweeping reforms such as spending cuts and tax 
hikes. 
They are designed to help revive an economy 

hard hit by a shortage of foreign currency and 
investment in the turmoil that followed its 2011 
uprising. 
 
(Reporting by Amina Ismail; Editing by Gareth Jones) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
 
 

Mozambique 

IMF Mozambique aid resumption 

unlikely next year  

19-Oct-2017  

MAPUTO, Oct 19 (Reuters) - The International 

Monetary Fund (IMF) is not in discussion with 
Mozambique over a new aid programme for 
next year as the southern African nation was 
yet to explain gaps on how $2 billion in 
previously hidden loans was spent, a fund 
official said. 

The IMF cancelled its funding last year after the 

emergence of the loans to three state-owned 

companies that were not approved by 
parliament or disclosed publicly, sending the 
nation's currency into freefall. 
"In terms of our projections we are not at the 
moment assuming that there will be a program 
next year," IMF Africa Director Abebe Selassie 
said in a press briefing transcript posted on the 

fund's website seen by Reuters on Thursday. 
"There is no program discussion as you know, 
the engagement that we had has been 
interrupted ... until the gaps that have been 
identified by the audit that's been done can be 
filled, so we are waiting for those to be 

completed." 
An independent audit of the debt showed in 
June that gaps remained on how the $2 billion 
was spent and roughly a quarter of the money 
remained unaccounted for. 

The IMF had insisted on external scrutiny as a 
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precursor to resuming financial aid to what is 

one of the world's poorest countries. 

 
(Writing by Olivia Kumwenda-Mtambo; Editing by 
James Macharia) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
 
 

Nigeria 

Nigeria plans record budget of 8.6 

trillion naira in 2018  

19-Oct-2017  
•Nigeria revises 2017 growth projection to 
1.5 pct from 2.19 pct 
•Draft budget document sees oil production at 

2.3 mbpd in 2018 
•Document sees up to 30 pct of 2018 
spending on capital projects 
•Raising taxes on luxury goods to 15 pct by 
2018 being considered 

By Camillus Eboh 
ABUJA, Oct 19 (Reuters) - Nigeria plans to 

increase its budget to a record 8.6 trillion 
naira ($27.34 billion) in 2018, up 15.5 percent 
from this year to stimulate growth, according 

to a draft budget document seen by Reuters 
on Thursday.  

The country, which has Africa's biggest 
economy, emerged from its first recession in 25 

years in the second quarter and has trimmed its 
forecast for 2017 growth to 1.5 percent from 
2.19 percent, according to the document. 
The draft figures must be approved by the 

Senate before a budget is submitted. The 
document was prepared by the budget ministry, 
dated in August and titled 2018-2020 Medium 
Term Expenditure Framework and Fiscal 
Strategy Paper.  
Nigeria has increased its budget each year 
under President Muhammadu Buhari, who 

took office in May 2015, in a bid to spend its 
way out of a downturn caused by low oil 
prices but struggles to fund it completely or 
increase revenues. 

"Aggregate expenditure is estimated at 8.60 
trillion naira. This provision exceeds 2017 
aggregate expenditure estimate of 7.44 trillion 
by 15.5 percent," the document said. 

"Of the total expenditure estimates, up to 2.60 
trillion naira is targeted at capital expenditure, 
representing 30 percent of the budget," it went 
on. 
Nigeria's government has increased spending on 
infrastructure in the last few years in an attempt 
to diversify the OPEC member's oil-dependent 

economy. 
The document said fiscal policy will be geared 
towards accelerating the pace of growth, 
intensifying economic diversification and 
social inclusion. It said the economy needs 
higher private investment levels to achieve 
broad-based growth. 

"Although the amount of spending increases, yet 
again, in Nigerian naira terms – it is by less than 

the rate of inflation," said Razia Khan, chief 

economist Africa at Standard Chartered Bank. 

Annual inflation in Nigeria was at 15.98 percent 
in September. 
"What matters more, however, is Nigeria's poor 
rate of budget execution, especially on the 
capital expenditure budget," she added. 
The government expected to boost oil 

production, which makes up about two-thirds of 
government revenues, to 2.3 million barrels per 
day (mbpd) in 2018. The document said 
production was at 1.9 mbpd for 2017, as of July, 
against an estimated 2.2 mbpd. 
The document said government borrowing has 
significantly increased in recent years as it 

tries to fund its budget deficit and debt to 
revenue levels posed a substantial risk.  

Nigeria has a total debt of 19.16 trillion naira 
($62.9 billion) as of the first quarter 2017, the 
document said, adding that the government 
would favour foreign financing over domestic 
borrowing to lower interest rates at home. 
Earlier this month, Buhari sought approval from 

lawmakers for $5.5 billion of foreign borrowing 
which would include $2.5 billion for plugging 
part of this year's deficit.  
The document also said the government was 
considering plans to raise taxes on luxury goods 
to 15 percent by 2018 from 5 percent.  
"This should be complemented by measures to 

broaden the tax base," said Khan.  
 
($1 = 314.50 naira) 
(Additional reporting by Paul Carsten and Chijioke 
Ohuocha; Writing by Alexis Akwagyiram; Editing by 
Matthew Mpoke Bigg) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

South Africa 

South Africa should avoid rating cuts in 

Nov  

19-Oct-2017  
•South Africa ratings hovering around "junk" 

status 
•Kganyago says improved current account 
credit positive 
•C.bank chief says dealt with rating agencies' 
concerns 
•Says recent cabinet shake-up not reason to 
cut rating 

By Mfuneko Toyana and Alexander Winning 
SOWETO, South Africa, Oct 19 (Reuters) - A 

narrowing current account deficit, improving 

economy and stable inflation should help 
South Africa avoid credit rating cuts in 
November, central bank governor Lesetja 
Kganyago said in an interview, playing down 
concerns over the most recent cabinet 
reshuffle. 

Growth in Africa's most industrialised economy 
has slowed to a near standstill in recent years, 
hit by corruption and a lack of progress on 

sorely needed reforms. 
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Bitter infighting within the ruling African National 

Congress (ANC) has also sapped investor 

confidence and thwarted efforts to create jobs 
and reduce widespread poverty. 
Kganyago and Finance Minister Malusi Gigaba 
met the ratings agencies on the sidelines of 
International Monetary Fund meetings last 
week in Washington, hoping to convince 
investors that the economy is on the mend 
despite the tensions in the ANC. 

"On the engagements we had with the ratings 
agencies, I think we were able to deal with the 
credit concerns that they had raised," Kganyago 
told Reuters in an interview late on Wednesday 
in the Soweto township near Johannesburg. 
"The current account deficit is no longer 7.2 
percent of gross domestic product. It is now 

around 2 percent. Inflation is not outside of the 
target, and it's projected to remain so over the 
next two years, so you can't say we would be 
forced to tighten monetary policy and thus 
choke growth," Kganyago said. 
The central bank targets inflation of between 3 
and 6 percent. Despite a slight rise in September 

to 5.1 percent, Kganyago sees price growth 
remaining within the target range for the next 
two years. 
The three major international ratings agencies 
- Moody's, Fitch and S&P Global - all 
downgraded South Africa's sovereign credit 
rating after President Jacob Zuma fired 
respected finance minister Pravin Gordhan in 

an abrupt cabinet reshuffle in March. 

Fitch and S&P now rate South Africa's foreign-
currency rating in sub-investment, or "junk", 
territory. But only Fitch has the country's local-
currency rating in junk. 
But with Moody's and S&P expected to review 
South Africa's local-currency credit rating in 
November, some foreign investors are nervous.  

If both downgrade the country to junk, that 
could trigger massive outflows from South 
African bonds of up to $12 billion. 
Kganyago has headed the South African Reserve 
Bank since 2014, and his team has been praised 
for its credible response to high inflation and low 

growth amid the political turmoil. 

Despite Kganyago's positive assessment, one of 
his deputies, Kuben Naidoo, said earlier this 
month that the risk of further credit downgrades 
was "quite significant". 
CABINET RESHUFFLE 
President Zuma launched a second cabinet 

reshuffle in seven months on Tuesday, 
appointing a close associate to oversee a big 
nuclear power deal, and potentially adding to 
political instability ahead of an ANC leadership 
election in December. 
Kganyago said he did not see the reshuffle as a 
reason to change the country's rating, but he 

said it was critical that the government tackle 
the atmosphere of uncertainty that had gripped 

the country. 
"Uncertainty can't be a new normal. We've got 
to clear the uncertainty, restore consumer and 
business confidence, deal with the credit 

concerns. We have got the ability to put this 

economy back on a growth trajectory," he said. 

Ratings agencies have warned that a shortfall in 

government revenues and growing public debt 
threaten South Africa's ratings, but Kganyago 
played down those concerns. 
"Even if government misses their revenue 
target, you are not going to see fiscal deficits 
like we saw at the time of the recession in 
2008, when the deficit shot up to 6.8 

percent," he said. 

The central bank governor, whose term expires 
in 2019, also said concerns among some 
investors that South Africa could tighten 
currency controls in the event of further ratings 
downgrades were wide of the mark, saying there 
was "no willingness from our side to do that". 
 
(Editing by James Macharia and Hugh Lawson) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

Zambia 

Zambia and IMF agree to chart path 

towards debt sustainability  

16-Oct-2017  
LUSAKA, Oct 16 (Reuters) - Zambia and the 

International Monetary Fund have agreed to 
chart a new path towards debt sustainability 
after the IMF said Africa's No.2 copper 
producer was at high risk of debt distress, the 

ministry of finance said in a statement on 
Monday. 
Zambia's publicly guaranteed debt increased 
from 36 percent of gross domestic product at 
the end of 2014 to 60 percent at end of 2016, 
the IMF said last week. 

"The government agreed to provide data on 
recent developments in the economy, the 2018 
budget and the borrowing plans," the finance 

ministry statement said. 
"Once this data had been reviewed and 
validated, the IMF would field a staff visit to 
Zambia with the objective of redefining the 

macroeconomic framework." 
The government said in September that it would 
resume talks on an IMF aid programme in 

October and hopes to board approval from the 
international lender by the end of 2017.  
 
(Reporting by Chris Mfula; Editing by David Goodman) 
(( chris.mfula@thomsonreuters.com ;)) 
 
 

Zimbabwe 

Zimbabwe to cut budget deficit by half 

in 2018  

18-Oct-2017  
HARARE, Oct 18 (Reuters) - Zimbabwe expects 

to cut its budget deficit by half next year to 4 
percent of gross domestic product, while 
economic growth will slow down to 3 percent, 
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according to a treasury document. 

The southern African nation has struggled to 

control runaway expenditure, especially on 

salaries, which accounted for more than 90 
percent of the national budget last year. 
 
(Reporting by MacDonald Dzirutwe; Editing by James 
Macharia) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
 

OCEANIA 
 

Fiji 

Fiji sells first EM Green sovereign bond  

20-Oct-2017  
SINGAPORE, Oct 20 (IFR) - Fiji has become the 

first emerging market to sell a sovereign 
Green bond, in an issue that will support 
climate change mitigation and adaption. 

The Government of Fiji raised F$100m, 

equivalent to around US$50m, across two 
tenors: a five-year tranche at 4.0% and a 13-
year tranche at 6.3%. Both tranches priced at 
par. The breakdown between the two tenors was 
not given. 
The World Bank and International Finance 
Corp provided technical assistance to the 

government under a broader three-year 
capital markets development project 
supported by the Australian government. 
Sustainalytics evaluated the Green bond and 
its alignment with Green Bond Principles. 

Fiji will use the bond proceeds to finance 
projects that build resilience against the effects 
of climate change, and for projects helping it to 
switch entirely to renewable energy and reduce 

its carbon emissions in the energy sector by 
30% by 2030. 
According to a release from the World Bank, 
almost 20% of the 10m people in the Pacific 

Islands, which include Fiji, could be displaced by 
2050 due to climate change. 
 
(Reporting by Daniel Stanton; Editing by Vincent 
Baby) 
((daniel.stanton@thomsonreuters.com; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net)) 
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