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ASIA 
  

GCC Gulf Cooperation Council 

Moody's Says GCC Asset Management 

Grows With Economic Diversification, 

Foreign Investment  

17-Sep-2019  

Sept 16 (Reuters) - Moody's :  
• Moody's says GCC asset management 
grows with economic diversification, foreign 
investment 

• Moody's says the asset management 
industry in Gulf Cooperation Council (GCC) 
countries is set for growth over the next 10 
years 
• Moody's says initiatives such as Saudi 

Arabia's vision 2030 programme should spur 
more growth in the asset management industry 
in GCC countries 
• Moody's says larger GCC firms that have 
diversified their offering to include alternative 
investments, multi-asset products have 

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

 

Azerbaijan 

Azerbaijan's GDP seen up 2.4% in 

2020, oil price $55 per barrel -budget 

draft  

16-Sep-2019  
BAKU, Sept 16 (Reuters) - Azerbaijan's gross 

domestic product is expected to grow 2.4% in 
2020, slightly up from 2.3% expected this 

year, a draft of the country's budget for next 
year, published on Monday, showed. 

The budget draft is based on an oil price of $55 
per barrel, down from $60 per barrel in the 
budget for this year. 
Oil and gas account for about 75% of state 
revenue and around 35% of the gross domestic 
product (GDP) in the South Caucasus country. 
The budget draft projects annual inflation 
accelerating to 4.6% in 2020 from 3.7% 
anticipated this year.  

Revenue is seen at 24.484 billion manats ($14.4 
billion) next year, up from 23.168 billion manats 
projected for this year. Spending is expected at 
25.617 billion manats, up from 25.190 billion 

manats in 2019.  

GDP growth is expected to decline to 2.3% this 
year, down from a previous forecast of 3.2%, 
Shakhin Mustafayev, the economy minister, said 
on Monday. 

mailto:Publicdebtnet.dt@tesoro.it
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The country's GDP increased 2.4% in January-

August this year compared with the same period 

last year. 
 
($1=1.7 manats) 
(Reporting by Nailia Bagirova in Baku 
Writing by Margarita Antidze 
Editing by Matthew Lewis) 
((margarita.antidze@thomsonreuters.com; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

China 

China's net local govt bond issuance 

hits $283 bln in Jan-Aug  

18-Sep-2019  
• Aug net bond issuance at 319.4 bln 
yuan, up from July 
• Local govts to fulfill annual issuance 
quota by end-Sept 
• China aims to spur infrastructure 
investment to support economy 

BEIJING, Sept 18 (Reuters) - China's local 

governments issued a net 2.0057 trillion yuan 
($283 billion) in special bonds in the first 
eight months of the year, the finance ministry 
said on Wednesday, as Beijing looks to spur 

infrastructure investment and stabilise the 
cooling economy. 

Beijing has set a quota of 2.15 trillion yuan for 
local governments to sell special bonds this year 
to fund infrastructure, including road, rail and 
water projects. 
The January-August total accounts for 93.3% of 
the annual quota. Local governments have 

accelerated bond sales in recent months in order 
to fill the full-year quota by the end of 
September. 
In August alone, net special bond issuance by 
local governments hit 319.4 billion yuan, the 
ministry said on its website, rising from 299.7 
billion yuan in July. 

Beijing will allow local governments to issue 

special bonds earlier than normal next year to 

help steady growth, and specified for the first 
time that about 20% of all special purpose 
bonds issued by every province could be used as 
project capital. 
China's economy is growing at its slowest pace 
in nearly 30 years amid spreading pain from a 

prolonged trade war with the United States and 
softening domestic demand. Economic activity 
worsened in August, with growth in industrial 
production at its weakest in 17-1/2 years. 
Despite a sharp rise in government spending 
over the past year, infrastructure investment 

has not increased as quickly as many China 
watchers had expected. But data on Monday 

showed policy efforts may be finally starting to 
take hold, with infrastructure investment growth 
quickening to 4.2% in the first eight months 
from 3.8% in the first seven months. 
Chinese state media reported early this 

month, citing the finance ministry, that 

China's outstanding local government debt 
was at 21.41 trillion yuan by the end of 

August. 

 
($1 = 7.0866 Chinese yuan renminbi) 
($1 = 7.0893 Chinese yuan renminbi) 
(Reporting by Lusha Zhang, Se Young Lee and Kevin 
Yao; Editing by Toby Chopra & Kim Coghill) 
(LushaZhang1@thomsonreuters.com; 8610-
56692106) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hong Kong 

Moody's Changes Outlook on Hong 

Kong's AA2 Rating to Negative from 

Stable Affirms Rating   

16-Sep-2019  

Sept 16 (Reuters) - Moody's: 
• Moody's changes outlook on Hong 
Kong's AA2 rating to negative from stable; 
affirms rating 

• Moody's says change in outlook to 
negative reflects rising risk that ongoing protests 
reveal an erosion in strength of Hong Kong's 
institutions 

• Moody's - change in outlook reflects 
rising risk that protests undermine Hong Kong's 
credit fundamentals by damaging its 
attractiveness as trade hub 

• Moody's says Hong Kong's long-term 
foreign-currency bond ceiling and local currency 

bond and deposits ceilings remain at AAA 
• Moody's says Hong Kong's AA2 
affirmation reflects strong fiscal and external 
buffers, minimal government. Debt, large 
fiscal reserves, ample forex reserves 

• Moody's - closer linkages with China in 
institutional framework, policymaking would lead 
to erosion in very high strength of Hong Kong's 
institutions 

• Moody's-Hong Kong government's 
weakness to implement policies to preserve 
living standards, competitiveness, financial 
buffers could undermine competitiveness 

• Moody's says close linkages with china in 
policymaking will lead to erosion in Hong Kong's 

policy effectiveness, competitive advantage 
• Moody's says Hong Kong government's 
weakness to implement policies to preserve 
living standards, competitiveness could 
undermine macroeconomic stability 
• Moody's says weakening capacity of 
Hong Kong government to implement policies 

could undermine key drivers of competitiveness, 
macroeconomic stability 
• Moody's on Hong Kong - while outcome 
of standoff is highly uncertain, longer it persists, 
greater the risk it precipitates response from 
authorities 

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

mailto:Publicdebtnet.dt@tesoro.it


  

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

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

  4 

 

India 

India Bonds Down for Second Day as 

Oil Stays Higher, Rupee Falls  

17-Sep-2019  
By Dharam Dhutia 
NewsRise 
MUMBAI (Sep 17) -- Indian government bonds 

ended lower for a second consecutive day, as 
elevated crude oil prices continued to hurt 
appetite, while weakness in the rupee also 
weighed on sentiment. 

The benchmark 7.26% bond maturing in 2029 
ended at 103.58 rupees, its lowest since Jul. 4, 
yielding 6.73%, in Mumbai, against 103.71 

rupees and a 6.72% yield yesterday. The rupee 
ended at 71.78 to the dollar, against 71.59 at 
previous close. 
“Uncertainty over global crude oil supply 

restoration has pushed Brent prices up and that 
has led to hardening of bond yields and 
weakening of the rupee,” said Debendra Kumar 
Dash, assistant vice president - treasury at AU 
Small Finance Bank. “However, 6.75% level for 
the benchmark yield looks an attractive level to 
buy and unless there is a further sharp uptick in 

crude oil prices, it is likely to hold in the near 
term.” 
Crude oil prices spiked after an attack last 

weekend on state-owned oil producer Saudi 
Aramco’s crude-processing facilities cut output 
by 5.7 million barrels per day, raising concerns 

about global oil supply. 
The benchmark Brent crude contract settled at a 
near-four month high of $69.02 per barrel, rising 
14.6% yesterday. It was last trading 1.4% lower 
at $68.05 per barrel. India imports more than 
80% of its crude oil requirements. 
India is “confident” of not facing any disruption 

in oil supplies, Oil Minister Dharmendra Pradhan 
said yesterday. Earlier, the government said 
Indian refiners have received an assurance from 
Saudi Aramco of sustained oil supplies. 
Consistently higher crude oil prices may put 

upward pressure on India’s retail inflation, 
dampening the rate outlook.  

However, Nomura said, retail inflation is unlikely 
to break the central bank’s 4% medium term 
target despite the sudden spike in oil prices, 
while the Reserve Bank of India governor’s 
recent comments on growth slowdown 
strengthened bets of more rate cuts. 

Central bank chief Shaktikanta Das yesterday 
told television channels that the slowdown in 
growth is a matter of the highest priority. 
The rate-setting Monetary Policy Committee has 
already cut the policy rate by 110 basis points in 
2019, and Nomura expects another 40 basis 
points rate cut in the next quarter.  

India’s inflation has remained below the central 
bank’s 4% target for 13 months in a row, while 
growth in April-June fell to a six-year low of 5%.  
Meanwhile, a meeting between Indian finance 
ministry officials and bond market participants, 

that was due tomorrow, has been postponed and 

the next date is not yet known to them, three 

traders said. 
 
Market participants await the outcome of the U.S. 
Federal Reserve’s two-day meeting that begins today. 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Sunil Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds Rise as RBI Governor’s 

Remarks Boost Rate Cut Bets  

20-Sep-2019  
By Siddhi Nayak 
NewsRise 
MUMBAI (Sep 20) -- Indian government bonds 

gained in early trade, with the benchmark 
note rising to a two-week high, as remarks by 
the Reserve Bank of India governor raised 
hopes of deeper rate cuts. 

The benchmark 7.26% bond maturing in 2029 
changed hands at 104.68 rupees, yielding 
6.58%, at 10:00 a.m. in Mumbai, against 
104.24 rupees and a 6.64% yield yesterday. The 

note rose to 104.90 rupees earlier, the highest 
since Sep. 5. The rupee was at 71.08 to the 
dollar against 71.32 at previous close. New Delhi 

will raise up to 170 billion rupees via a weekly 
auction today. 
“The bond market was working with a 25 basis 

point rate cut in October, but the dovish comments 

have raised the possibility of deeper rate cuts,” a 
trader with a state-run bank said. “However, we 
need to keep an eye on crude oil prices.” 

The objective of monetary policy is to maintain 
price stability keeping in mind the objective of 
growth, RBI Governor Shaktikanta Das said last 
evening at an event in Mumbai. “So therefore 
today when we see that price stability is 

maintained and our inflation is well below 4% 
and expected to be so in the next 12 months’ 
horizon, there is room for rate cut especially 

when the growth has slowed down,” he added.  
India’s central bank has slashed policy rates by 
110 basis points since January and is widely 
expected to cut them by another 25 basis points 

next month as inflation has stayed below target 
for 13 consecutive months and economic growth 
has slipped to a six-year low. Some analysts had 
called for a deeper rate cut as the federal 
government does not have room to increase 
spending. 

The government has very little fiscal space to 
boost growth and must focus on structural 
reforms while ensuring that planned expenditure 
is more efficient, Governor Das said. 
New Delhi has taken several measures to 
address sectoral stress but has not announced 
a spending boost that could risk meeting the 
fiscal deficit target of 3.3% of gross domestic 
product. The government may announce a 

fresh set of measures today, according to a 

mailto:Publicdebtnet.dt@tesoro.it
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report in The Times of India newspaper. 

India’s growth in direct tax collections is lower 

than expected and authorities will have to revise 

strategies, Akhilesh Ranjan, a member of the 
Central Board of Direct Taxes, said yesterday. 
Finance Minister Nirmala Sitharaman said last 
week that the government will try as far as 
possible to meet the fiscal target.  

Crude oil prices rose for the second straight day 
amid tensions in the Middle East. The 
benchmark Brent crude contract was up 0.3% at 
$64.61 per barrel. India imports over 80% of its 
crude oil requirements. 
 
- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353300 
- Edited By Mrigank Dhaniwala 

- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Bank Indonesia - Indonesia’s External 

Debt Remained Manageable  

16-Sep-2019  
Indonesia's external debt was managed 
with a healthy structure at the end of July 
2019. The external debt was recorded at 

USD395.3 billion at the end of July 2019, 

consisted of government and central bank debt 
of USD197.5 billion, as well as private debt 
(including state-owned enterprises) amounted to 
USD197.8 billion. Indonesia's external debt grew 
10.3% (yoy), above the 8.1% (yoy) posted in 
the previous month, mainly due to a net 
withdrawal of external debt and the 

strengthening of rupiah against US dollar hence 
resulting a more substantial amount of rupiah 
debt in terms of US dollar. The rising of total 
external debt stemmed from government and 
private external debt.  
The rise in government external debt was 

in line with investor positive perception 

regarding Indonesia's economy. Government 
external debt rose 9.7% (yoy) to USD194.5 
billion, higher than 9.1% (yoy) in the earlier 
period. An influx of foreign capital inflows to the 
domestic government securities (SBN) market 
remained strong despite adverse global 

economic dynamics. Such developments reflect 
the investor confidence in the national economy 
and supported by attractive returns of portfolio 
investment in a domestic financial asset. 
Government external debt management was 
prioritized to finance development, dominated in 
productive sectors to promote growth as well as 

improving public welfare, among others, human 

health & social work activities sector (19.0% of 
government external debt), construction sector 
(16.4%), education sector (16.0%), public 
administration & defense sector (15.2%), and 
financial & insurance sector (13.9%).  

The private external debt grew as the 

needs of investment in several leading 

sectors rose. Private external debt outstanding 

at the end of July 2019 grew 11.5% (yoy), up 
from the previous month growth of 11.1% 
(yoy). The increase was predominantly stemmed 
from global bonds issuance by nonfinancial 
corporations. Private external debt was 
dominated by the financial & insurance sector, 

manufacturing sector, electricity, gas, & water 
supply sector, and mining & drilling sector. 
External debt's share in these four sectors to 
total private external debt reached 76,6%.  
Indonesia's external debt maintained a 
healthy structure supported by the 

prudential principle application in its 
management. The condition was reflected in, 
among others, Indonesia's external debt to 

Gross Domestic Product (GDP) ratio at the end 
of July 2019 at 36.2%, down from the previous 
month. In addition, Indonesia's external debt 
structure remained dominated by long-term 

debt, accounted for 87.6% of the total external 
debt. Such developments demonstrated a solid 
structure of Indonesia's external debt despite 
the uptick of its position. Bank Indonesia, in 
close coordination with the Government 
continues to monitor external debt by promoting 
the prudential principle application in its 

management to maintain a healthy external debt 
structure. Furthermore, external debt's role will 
also be optimized in supporting development 
financing without incurring the risks which may 

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

Indonesia raises 7.05 trln rupiah from 

Islamic bonds auction  

17-Sep-2019  

JAKARTA, Sept 17 (Reuters) -  
• Indonesia raised 7.05 trillion rupiah in 

an Islamic bonds auction on Tuesday, 
matching the indicative target of 7 trillion 
rupiah, the financing and risk management 
office at the Finance Ministry said in a 
statement 

• The weighted average yields for project-
based sukuk sold on Tuesday were lower 

compared with yields of comparable sukuk sold 
in the previous auction. 
• Total incoming bids at Tuesday's auction 
were 29.03 trillion rupiah 
 
(Reporting by Tabita Diela; Editing by Kevin Liffey) 
((tabita.diela@thomsonreuters.com; 
+622129927621)) 
(c) Copyright Thomson Reuters 2019. 
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Israel 

Next Israeli leader certain to face 

growing budget problems  

18-Sep-2019  
• Budget deficit grew to 3.8% of GDP vs 
2.9% target 
• Small parties typically strain budget in 
coalition talks 
• Israel still in position to make needed 
changes -officials 
• Central bank chief says deficit could 
hamper growth 

By Steven Scheer and Ari Rabinovitch 

JERUSALEM, Sept 18 (Reuters) - Whoever 

emerges as Israel's prime minister after 
Tuesday's election will need to rein in a 
growing budget deficit quickly before it hits 
economic growth. 

The deficit has swelled over the past year under 
Prime Minister Benjamin Netanyahu and Finance 
Minister Moshe Kahlon, who cut taxes while 

spending heavily on cost-of-living subsidies and 
pay rises. 
Israel's economy has been in a holding 
pattern since an inconclusive election in April. 
Limited in power, the caretaker government 
was unable to rein in a gaping budget hole 
that grew to nearly 4% of gross domestic 
product in the last 12 months, versus an 
initial target of 2.9%.  

A national unity government could emerge 

following Tuesday's election, in which no single 
party won a majority. Such a government could 
be in a position to reduce pressure on state 
expenses, economic analysts said. 
"A broad government where no small party has 
the power to extract what they want for special 
interest groups makes it easier to make policy 

for the entire society," said Karnit Flug, who was 
Israel's central bank governor until late last 
year. 
The budget would be the first challenge, she told 
Reuters. 
Other tricky economic questions will remain, 

whether Netanyahu continues his record-
breaking tenure as prime minister, or is replaced 
by his rival Benny Gantz, a former military chief. 
No Israeli party has ever won an election 
outright, so the final outcome will depend on 
coalition negotiations, a lengthy and expensive 
process. 

Former Defence Minister Avigdor Lieberman has 
emerged as potential kingmaker and favors a 
unity government with Gantz's and Netanyahu's 
parties. 
Previously, Netanyahu relied on smaller religious 
parties which gave their support to him in return 
state handouts, such as costly stipends for 

seminary students. Those religious parties 
strengthened their position in Tuesday's vote, 
but could be left out of a unity government. 
Israel’s economy is forecast to grow 3.1% in 
2019 and as much as 3.5% in 2020. An 
unchecked deficit would weigh on Israel’s debt-

to-GDP ratio, which it lowered to 61% in 2018 

from 74.6% in 2009. 

ACTION NEEDED NOW  
Bank of Israel Governor Amir Yaron warned this 
month that the deficit was too high to allow 
further growth and that cost cuts and tax 
increases were needed. 
"Our economy is still in a good position to 

make changes in order to reduce the deficit, 
and we need to make them now," Finance 
Ministry chief economist Shira Greenberg said 
last week. 

She advised the government not to be too 
aggressive in closing the gap because the Bank 
of Israel, whose benchmark interest rate stands 
at 0.25%, has less maneuverability to help stave 
off a potential slowdown. 

Flug, who is now vice president at the Israel 
Democracy Institute, a think tank, said the 
economy was projected to keep growing near its 
potential and that the deficit should be "no more 
than 2.5% of GDP for 2020," reflecting 
adjustments of at least 20 billion shekels ($5.7 

billion). 
That might be too optimistic for the Finance 
Ministry, where officials estimate a deficit 
target of around 2.9% next year, including 
more modest fiscal moves. 

"At the end of the day, coalition partners will 
have to look at the current situation and 
understand ... 2020 and 2021 are not years we 
will have extra (funds) to give out," said Shai 

Babad, the ministry's director general. 
Babad expects the next government to vote on 
the new budget for 2020 and 2021 in January, 
with final parliamentary approval in March. 
Whoever is tasked with forming a government 
will have up to 42 days to entice partners. 

Generous offers during negotiations can end up 
being followed by a broad cut across all sectors, 
economists said. 
"Usually that's how they deal with it. You get, 
and then suddenly everyone is cut 2%," said 
Amir Kahanovich, chief economist for the 
Excellence Investment House. "It's the easy 

option." 
 
($1 = 3.5403 shekels) 
(Editing by Timothy Heritage) 
((ari.rabinovitch@thomsonreuters.com; +972-2-632-
2202; Reuters Messaging: 
ari.rabinovitch@thomsonreuters.com @reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kazakhstan 

Kazakh finance ministry announces 

$10 bln Eurobond programme  

20-Sep-2019  
MOSCOW, Sept 20 (Reuters) - The Kazakh 

finance ministry announced a $10 billion 
Eurobond programme in a statement 
published on the London Stock Exchange on 
Friday.  

Kazakhstan, represented by its finance ministry, 
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published a prospectus for the programme, 

saying the document was valid for 12 months 

from the date of its publication. The prospectus 
was dated Sept 19.  
 
(Reporting by Maria Kiselyova 
Writing by Katya Golubkova 
Editing by Andrew Heavens) 
((ekaterina.golubkova@thomsonreuters.com; +7 495 
775 1242)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanon still mulling plans for possible 

dollar debt sale  

13-Sep-2019 17:56:44  

LONDON, Sept 12 (IFR) - Lebanon is still 

considering the possibility of a new dollar 
debt sale and has not yet announced any 
issuance, Finance Minister Ali Hassan Khalil 
told Reuters on Thursday. 

Khalil has said that one option in front of 
Lebanon for paying its debt obligations for the 
year would be to issue US$1.5bn-US$2bn in 

dollar bonds. Beirut has a key US$1.5bn bond 
repayment coming up on November 28. 
"The ministry has not announced any issuance 
and has not taken any step yet regarding 
bonds," he said on Thursday. 
It has not issued Eurobonds since a US$3bn 
sale in May 2018 that came shortly after a 

US$5.5bn debt swap with the central bank, 
which was issued with Eurobonds in exchange 
for Lebanese pound T-Bills. 

Lebanon did not carry out a previously 
announced May 20 issue which would have 
covered its foreign currency obligations for the 
rest of 2019. 
Sources told Reuters that a May debt maturity 

was instead paid off with the central bank 
providing funding to the finance ministry. 
Khalil met Central Bank Governor Riad Salameh 
on Thursday to discuss foreign and local 
currency debt. They were confident "in how 

things are going and their stability despite all the 
pressures," a finance ministry statement said. 

Yields have risen to new highs amid growing 
regional political tensions and slow progress by 
politicians on enacting reforms needed to secure 
international donor funding and put the economy 
on a sound footing. 
The yield on a 2021 maturing bond is 19.8%. 
The only country to issue a dollar bond over 

US$500m with a double-digit yield this year was 
Ecuador, which had a 10-year issue at 10.75%. 
The Lebanese finance minister said on 
Wednesday he passed the draft 2020 budget to 
cabinet - which will then debate it - with a lower 
deficit projection than in the 2019 budget. 
"We need now to sell more bonds in foreign 
currency that we will issue. The (central 
bank) governor and I will come up with a plan 
for how we can work on attracting part of that 
amount that could maybe be between 

US$1.5bn-US$2bn, to cover what will become 

due from previous issuances," Khalil told a talk 

show on Lebanon's MTV television a week 

beforehand. 
"We have already agreed there will be a number 
of tools that complement each other. Within this 
are issuances at low interest rates, (and) a 
programme of issuing Eurobonds that we need 

from now to the end of the month," he said. 
With one of the world's highest debt burdens, 
low growth and crumbling infrastructure, 
Lebanon's economy is struggling. The 
government has vowed to implement long-
delayed reforms to ward off a crisis. 
Fitch ratings agency downgraded the 

sovereign to CCC in August on debt-servicing 
concerns. At the same time, S&P affirmed 
Lebanon's credit rating at B-/B with a 
negative outlook, saying it considered 
Lebanon's foreign exchange reserves 
sufficient to service government debt in the 
"near term". 

 
(This story will appear in the September 14 issue of 
IFR Magazine) 
((Robert.Hogg@thomsonreuters.com; +44 207 542 
9077)) 
CZ Lebanon 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon to launch steps to issue FX 

bonds very soon  

18-Sep-2019  
BEIRUT, Sept 18 (Reuters) - Lebanon will "very 

soon" start measures to issue bonds in 
foreign currency of about $2 BLN, Finance 
Minister Ali Hassan Khalil said on Wednesday. 

Khalil said in April the government was 
preparing to issue Eurobonds in the range of 
$2.5 billion to $3 billion to finance state needs. 
Last week, he said Lebanon was still studying 
the option of a new debt issuance to pay its debt 

obligations for the year. 
Asked about availability of dollars in Lebanon, he 
said: "There is not much liquidity in foreign 
currency in people's hands in the market, but 

the dollar exchange rate is still maintained in the 
banks."  
 
(Reporting by Ellen Francis/Tom Perry; Editing by 
Angus MacSwan) 
((Ellen.Francis@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon/Saudi Arabia 

Saudi Arabia in talks with Lebanon 

about financial aid  

18-Sep-2019  

RIYADH, Sept 18 (Reuters) - Saudi Arabia is in 

discussions with the Lebanese government 
about providing financial support, Saudi 
Finance Minister Mohammed al-Jadaan said on 
Wednesday. 
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"We continue to believe and put our money and 

commitment in Lebanon, we'll continue to 

support Lebanon and we are working with its 
government," Jadaan said in an interview with 
Reuters. 
A Lebanese official source said Prime Minister 
Saad al-Hariri "has been talking to the Kingdom 
of Saudi Arabia at a high level about support" 

and would stop in Riyadh on his way to France 
where he is due to meet President Emmanuel 
Macron on Friday. 
Work is underway to convene a meeting in 
October of a high-level Lebanese-Saudi 
ministerial council that would witness the signing 

of agreements between the countries including 
investments in Lebanon, the Lebanese official 
source added. 

The meeting, to be held in Saudi Arabia, would 
be chaired on the Lebanese side by Hariri and by 
a senior Saudi official.  
Lebanon's dollar-denominated government 
bonds rose on the Saudi finance minister's 

comments. The 2029 issue added 3.8 cents, 
its biggest daily gain on record, to reach 66 
cents in the dollar. The 2037 issue added 3.6 
cents, also its largest daily climb, to 66.6 
cents in the dollar, according to Tradeweb 
data.  

One of the world's most heavily indebted states, 
Lebanon is aiming to drive through long-
postponed reforms to put the public finances on 

a sustainable path. 

The impetus has grown due to a stagnant 
economy and a slow down in the inflow of hard 
currency from Lebanese abroad that has long 
been a key source of financing for the state and 
current account deficits. 
"As a standalone Lebanon cannot survive as its 

financial ratios on debt to GDP etc are so awful, 
so it needs outside support," said Tim Ash, 
senior emerging markets strategist at BlueBay 
Asset Management. 
“I'm sceptical as there’s been talk about support 
from Saudi Arabia and Qatar before and it hasn’t 
materialised. Lebanon is not what it used to be 

and any Saudi Arabia support will likely come 
with strings attached: rein in Hezbollah's 

influence." 
Saudi Arabia was a historic backer of the 
Lebanese state and mainly Sunni allies in 

Beirut. Ties between the two countries have 
been seen to improve recently, with Saudi 

Arabia lifting a travel advisory this year against 
its nationals visiting the country.  
That follows a strain in relations in recent years 
as armed Shi'ite Hezbollah, backed by Riyadh's 
regional enemy Tehran and part of Lebanon's 
current coalition government, has grown in 
influence.  

 
(Reporting by Marwa Rashad, Davide Barbuscia and 
Hadeel Al Sayegh in Riyadh, Tom Perry in Beirut and 
Tom Arnold in London; Editing by Angus MacSwan) 
((Tuqa.Khalid@thomsonreuters.com; 
+971521047568)) 
(c) Copyright Thomson Reuters 2019 
 

 

Saudi Arabia 

Saudi Arabia raises 8.8 BLN riyals in 

treasury SUKUK  

17-Sep-2019  
Saudi Arabia has raised 8.834 billion riyals in 
sukuk, or Islamic bonds, the Ministry of 
Finance said on Tuesday. 

"The Ministry of Finance announces that it has 
closed the September 2019 issuance under the 
Saudi Arabian Government SAR-denominated 
Sukuk Program," it added in the statement. 

The sukuk issuances were divided into three 
tranches, the ministry said, adding that the first 
tranche has a size of 1.40 billion riyals, and a 

total tranche size of 4.648 billion riyals, 
maturing in 2028. 
The second tranche has a size of 1.185 billion 

riyal, and a total tranche size of 11.012 billion 
riyal, maturing in 2031. 
The third tranche has a size of 6.249 billion riyal, 
and a total tranche size of 15.496 billion riyal, 
maturing in 2049. 
In August, the Finance Ministry said that it 
had raised 2.261 billion riyal in sukuk, also in 
three tranches. 

 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved.  
 
 

Saudi fin min sees weaker 2019 GDP 

growth due to OPEC-led cuts  

18-Sep-2019  
By Davide Barbuscia, Marwa Rashad and Hadeel 
Al Sayegh 
RIYADH, Sept 18 (Reuters) - Saudi Arabia's 

economic growth in 2019 will be significantly 
less than the kingdom had expected because 
of OPEC-led oil output cuts, but the attack on 
Aramco had "zero" impact on revenue, the 

country's finance minister said on Wednesday. 

"Total GDP is going to be significantly less than 

what we have forecasted," Mohammed al-Jadaan 
told Reuters in an interview in Riyadh, referring 
to internal estimates. 
Jadaan said the oil-driven GDP is influenced 
by Saudi Arabia's lower petroleum output in 
the wake of an OPEC-led supply deal to 
support oil markets.  

He did not give any projections for 2019 GDP 
growth in the Arab world's largest economy, but 
the International Monetary Fund has said it 
could grow 1.9% in 2019, slower than 2.2% in 
2018. 
The Saudi central bank had said earlier this year 
the economy will grow no less than 2% in 2019.  

Economists have said the kingdom may have to 

revise down economic growth estimates due to 
lower crude output, with some forecasting a 
contraction this year in the world's biggest oil 
exporter. 
Oil prices surged earlier this week after an 
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attack on Saudi Arabia's oil facilities on Saturday 

knocked out more than 5% of global oil supply, 

but prices began to ease on Tuesday after Saudi 
Arabia said it would restore production lost by 
the end of the month. 
WITHOUT INTERRUPTION  
Jadaan said Aramco continues to supply oil to 
the markets without interruption, which meant 

there is no interruption to oil revenue. 
"Our focus is on non-oil GDP, that's where 
diversification is," he said, saying non-oil GDP is 
expected to grow at 2.9% in 2019. 
He said royalties and taxes are expected to be 
same from Aramco this year. 
Jadaan also said Saudi Arabia is likely to issue 
dollar-denominated sukuk, depending on 
market conditions. 

He said the Aramco IPO is moving ahead as 
planned and will most likely happen over the 
next 12 months. 
Aramco's primary listing will be on Tadawul in 
Riyadh, but the government is still considering a 

secondary listing overseas, he said. 
 
(Reporting by Davide Barbuscia, Marwa Rashad, and 
Hadeel Al Sayegh; Writing by Saeed Azhar, Editing by 
Sylvia Westall, William Maclean) 
((Saeed.Azhar@thomsonreuters.com; +971 
44536787; Reuters Messaging: 
saeed.azhar.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Saudi Arabia raises 8.8 bln riyals in 

treasury sukuk  

19-Sep-2019  

Alarabiya- 
Saudi Arabia has raised 8.834 billion riyals in 
sukuk, or Islamic bonds, the Ministry of 
Finance said on Tuesday. 

"The Ministry of Finance announces that it has 
closed the September 2019 issuance under the 

Saudi Arabian Government SAR-denominated 
Sukuk Program," it added in the statement. 
The sukuk issuances were divided into three 
tranches, the ministry said, adding that the 
first tranche has a size of 1.40 billion riyals, 
and a total tranche size of 4.648 billion riyals, 
maturing in 2028. 

The second tranche has a size of 1.185 billion 
riyal, and a total tranche size of 11.012 billion 

riyal, maturing in 2031. 
The third tranche has a size of 6.249 billion riyal, 
and a total tranche size of 15.496 billion riyal, 
maturing in 2049. 
In August, the Finance Ministry said that it had 
raised 2.261 billion riyal in sukuk, also in three 
tranches. 

 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved. 
 

EUROPE 

 

Bulgaria 

Bulgaria Jan-July current account 

surplus widens to 5% of GDP  

19-Sep-2019  
SOFIA, Sept 19 (Reuters) - Bulgaria posted a 

current account surplus of 2.97 billion euros 
($3.28 billion) or 5% of gross domestic 
product in the first seven months of the year, 
compared with a surplus of 2.5% in the same 
period a year earlier, central bank data 
showed on Thursday. 

For July alone the surplus stood at 956 million 

euros, compared with a surplus of 1.0 billion 
euros a year ago mainly. 
Foreign direct investment, needed to boost 

sustainable growth in the Black Sea state, rose 
by 533 million euros through July, compared 
with investment of 170 million in the same 
period a year ago. 
The finance ministry sees the current account 
posting a surplus of 2.6% in 2019 as it 
expects slower exports and a pick up in 
imports driven by domestic demand. Bulgaria 

ended 2018 with a current account surplus of 
5.4% of GDP.  

 
($1 = 0.9043 euros) 
(Reporting by Tsvetelia Tsolova) 
((tsvetelia.tsolova@thomsonreuters.com; +359-2-93-
99-731)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Czech Republic 

Czech government approves 2020 

budget plan, aims for steady deficit  

16-Sep-2019  
PRAGUE, Sept 16 (Reuters) - The Czech 

government approved a 2020 central state 
budget proposal on Monday with the deficit 
steady at 40 billion crowns ($1.71 billion) 
while adding spending promises that some 
warn could leave plans vulnerable to a faster 
economic slowdown. 

The Finance Ministry last month boosted its 
spending plans by around 20 billion crowns to 
meet demands from ministers for more funds 
and it aims to cover the rise through a similar 

increase in revenue based on improved outlooks 
and also postponing end-of-year value-added 
tax rebates. 
 
(Reporting by Jason Hovet and Robert Muller, editing 
by Jan Lopatka) 
((jason.hovet@thomsonreuters.com; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
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Czech development fund, backed by 

banks, will have $300 mln in initial 

funds  

19-Sep-2019  

PRAGUE, Sept 19 (Reuters) - A Czech national 

development fund, backed by the country's 
four biggest banks, should get underway by 
the middle of 2020 and will have initial 
financing of 7 billion crowns ($299.27 
million), Industry Minister Karel Havlicek said 
on Thursday. 

Banks signed a memorandum of cooperation on 
Thursday on launching the fund, which will be 

aimed at investing into projects in infrastructure, 
education and healthcare, using leverage to 

multiply the initial funding by a factor of five.  
Prime Minister Andrej Babis said he expected 
other companies, not just banks, would join the 
fund.  
He had announced the fund in May as a 
counter-move to appeals by his government 
partner the Social Democrats' demands to 
introduce a bank sector tax to raise funds for 
the budget. 

Banks Ceska Sporitelna, owned by Austria's 
Erste Group Bank; KBC's Czech unit CSOB; 
Societe Generale's Komercni Banka; and 
UniCredit's Czech branch will take part. 

The fund will be owned by CMZRB, a state 
development bank. Further contributions in the 

following years will be voluntary, as was the 
initial funding, Havlicek said. 
The fund's investments should bring long-term 
returns, he said. 
The central European country, whose 

government debt is at just over 30% gross 
domestic product, well below the European 
Union average, has been slower than many 
neighbours in building highways and new rail 
connections, in part due to funding but also due 
to lengthy administrative delays. 
It will face a drop in the volume of development 

subsidies form the EU in the coming years due 
to Brexit and rising national wealth. The national 
fund could be one way of replacing those funds. 

The fund will be licensed by the Czech central 
bank and operate by offering debt and 
guarantee products for projects. 

 
($1 = 23.3900 Czech crowns) 
(Reporting by Robert Muller and Jan Lopatka, editing 
by Pritha Sarkar) 
((jason.hovet@thomsonreuters.com; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

North Macedonia 

North Macedonia sells 3.8 BLN denars 

(61.3 MLN euro) of Govt paper  

17-Sep-2019  
SKOPJE (North Macedonia), September 17 

(SeeNews) – North Macedonia's finance 
ministry sold 3.8 billion denars ($67.7 

million/61.3 million euro) worth of 
government securities at auctions on 
September 17, the country's central bank said 
on Tuesday. 

The finance ministry sold 1.1 billion denars of 
one-year T-bills and 2.7 billion denars of 15-year 
T-bonds, the central bank, NBRM, said in a 
statement. 

The central bank sells government securities on 
behalf of the finance ministry through volume 
tenders, in which the price and coupon are fixed 
in advance and primary dealers only bid with 
amounts. 
 
(1 euro = 60.84 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Romania rejects all bids for 200 mln lei 

(42 mln euro) 2034 T-bonds  

19-Sep-2019  
BUCHAREST (Romania), September 19 

(SeeNews) - Romania on Thursday rejected all 
bids on a 200 million lei ($47 million/42 
million euro) Treasury bonds maturing on 
September 27 2034, central bank data 
showed. 

Demand for in the auction amounted to 134 

million lei, the data indicated. 
The issue will be reopened on Friday, when the 
finance ministry hopes to raise 30 million lei in a 
non-competitive tender. 
The ministry managed to sell September 2031 
bonds in August at an average accepted yield of 
4.27%. 

The finance ministry plans to auction 3.98 billion 
lei worth of government securities in September, 
including 495 million lei in non-competitive 
offers. 
Since the beginning of 2019, the finance 
ministry has sold roughly 35 billion lei and 507 

million euro ($568 million) worth of domestic 
government securities. 
It also tapped foreign markets for 5 billion euro 
worth of 2026, 2031, 2034 and 2049 Eurobonds. 
 
(1 euro=4.7415 lei) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Russia 

Russia to step up budget spending on 

investment projects  

19-Sep-2019  
MOSCOW, Sept 19 (Reuters) - Russia is set to 

increase spending over the next three years 
on large investment and infrastructure 
projects meant to boost economic growth, the 
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finance ministry said on Thursday.  

The Russian economy is on pace to grow just 

over 1% this year, down from 2.3% last year, 

and the government has been eager to find new 
sources of economic growth.  
The investment and infrastructure projects 
range from road construction to the 
modernisation of healthcare. Russia says they're 

meant to make the country one of the world's 
top five economies by 2024.  
The state plans to spend 2 trillion roubles on the 
projects next year, then spend 2.3 trillion 
roubles in 2021, the ministry said. Spending is 
expected to reach 2.7 trillion roubles in 2022, it 
said.  
The finance ministry had planned to start 
spending excess cash from Russia's National 
Wealth Fund (NWF), part of the country's 
sovereign reserves, once it reached its 
minimum size of 7% of growth domestic 
product.  

The ministry now projects that the liquid portion 
of the fund will total 8.5% of the GDP by mid-
2020. As of Sept. 1, the NWF stood at $122.9 

billion.  
The ministry said the projected funds in the NWF 
will be enough t for the country to withstand 
economic stress, including the possibility of oil 
prices dropping to $25 per barrel for two to 
three years.  
The ministry also said that Russia's budget 

surplus, which is expected to be 0.8% of the 
GDP next year, will shrink to 0.2% in 2022. 

 
(Reporting by Darya Korsunskaya, writing by Gabrielle 
Tétrault-Farber; editing by Katya Golubkova, Larry 
King) 
((Gabrielle.Tetrault-Farber@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019 
 
 

Slovakia 

DBRS Confirms Slovak Republic at A 

(high), Stable Trend  

13-Sep-2019 22:06:20  

Date of Release: September 13, 2019 
DBRS Confirms Slovak Republic at A (high), 

Stable Trend 
Industry: Public Finance--Sovereigns 
DBRS Ratings Limited (DBRS) confirmed the 
Slovak Republic's Long-Term Foreign and 

Local Currency - Issuer Ratings at A (high). At 
the same time, DBRS confirmed the Slovak 
Republic's Short-Term Foreign and Local 

Currency - Issuer Ratings at R-1 (middle). The 
trends on all ratings are Stable. The 
confirmation of the Stable trend reflects DBRS's 
view that economic growth, although 
decelerating from 4.1% recorded last year, 
because of intensifying headwinds stemming 

from the European economy's slowdown, is set 

to remain sound at around 2.5% on average in 
the 2019-20 period. Moreover, Slovakia has 
made progress with fiscal consolidation, and its 
deficit declined to 0.7% of GDP in 2018. Further 

improvements, however, are expected to be 

largely cyclical, rather than structural and 

dependent on the volatility of the economic 
performance. Some fiscal easing is likely ahead 
of the next year's parliamentary elections, but 
public debt-to-GDP is projected to continue 
declining. According to the European 
Commission (EC), the public debt ratio will fall to 

around 46.0% of GDP in 2020 from 48.9% in 
2018. Moreover, recent macroprudential policies 
are projected to mitigate the rising 
vulnerabilities stemming from strong retail credit 
growth in the household sector. Slovakia's A 
(high) ratings reflect its strong macroeconomic 

performance, its track record of conservative 
fiscal management and low public debt. The 
country attracts high-quality foreign investment 

and is well integrated in European supply chains. 
Its credit profile benefits from its European 
Union (EU) membership, and deep integration 
with major euro-zone economies. These credit 

strengths offset structural weaknesses including 
Slovakia's small economy, high reliance on 
exports, regional disparities and unfavourable 
demographics. 
RATING DRIVERS  
DBRS views that the Slovak Republic is well 
placed in the A (high) rating category. Upward 

rating drivers include: (1) substantial progress in 
income convergence toward the EU average; (2) 
progress in diversifying the economy as well as 
reducing regional disparities that constrain GDP 

potential; (3) continued fiscal discipline 

combined with a sustained decline in public 

debt. Downward rating drivers include one or a 

combination of the following: (1) a deterioration 
in growth prospects contributing to a reversal of 
the declining fiscal deficit and public debt ratio 
trajectory; (2) signs that banking sector 
vulnerabilities are materially increasing as a 
result of a prolonged and significant rise in 
household credit growth. 

RATING RATIONALE  
Weaker External Environment is Weighing on 
Slovakia's Growth, but Domestic Demand to 
Remain Supportive  
Slovakia's ratings are underpinned by its solid 

macroeconomic performance. The country has 
been among the top growth performers in the 

EU. Over the last four years, economic growth 
averaged 3.7%, mainly led by both consumption 
and investment. As a result of this sustained 
economic performance, the country's GDP per 
capita based on purchasing power has risen to 
78% of the EU average from 57% in 2004. Due 

to the less favorable external environment, GDP 
growth is likely to decelerate this year, and is 
projected at 2.5% on average in 2019-20 period 
compared with 4.1% registered in 2018. Risks to 
Slovakia's outlook are tilted to the downside as 
the country's reliance on the auto sector, makes 

Slovakia vulnerable to potential higher tariffs on 

the European auto sector. At the same time, 
lower economic growth in Germany, the main 
trading partner, clouds Slovakia's outlook. 
However, domestic demand, driven by buoyant 
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private consumption, is expected to remain 

supportive due to rising real wage growth and to 

favourable credit conditions. Signs of a tight 
labour market are starting to emerge and 
shortages of labour are likely to further 
contribute to inflation remaining elevated at 
around 2.4% this year. Slovakia's EU 
membership is a key component of its credit 

strength, both in terms of financial support and 
in terms of preferential access to trade and 
financial markets. The country has been a major 
beneficiary of European Structural and 
Investment Funds. In total, it is scheduled to 
receive EUR 15.3 billion for the period 2014-

2020, equivalent to an average of 2.5% of GDP 
on an annual basis. Slovakia's high level of 
integration into European value chains has also 

contributed to an improvement in the country's 
export performance over the last decade. The 
rise in exports has been supported by foreign 
direct investment inflows. Investment into 

Slovakia is driven by European and other 
international firms taking advantage of lower 
labour costs and proximity to Europe's main 
population centers. Slovakia, along with other 
Eastern European members of the EU, have 
relied significantly on the EU budget to sustain 
its development. Consequently, a potential 

reduction of funds for the Cohesion Policy (CP) 
and Common Agriculture Policy (CAP) may have 
an impact on growth. Although the cut in the 
allocation of funds could be sizeable at around 

22% and 27% for the CP and CAP, respectively, 
in DBRS' view near- to medium-term are 

unlikely to be materially affected by lower funds. 
Under the 2014-2020 multiannual financial 
framework (MFF) EU funds are likely to be 
available until 2023 (T+3 rule). Current Account 
Deficit Set to Narrow Although Risks to External 
Performance Are Intensifying  
While the Slovak economy with around 85% of 

total export as a share of GDP is vulnerable to 
external shocks, its sizeable Net International 
Investment position (NIIP) is less of a concern. 
Since 2011 the current account position has 
improved substantially, shifting from a deficit of 

around 5% of GDP to small surpluses registered 
over the period 2012-2014. Due to strong 

import demand of investment goods and a more 
negative primary balance as result of dividend 
outflows on foreign investments, the current 
account balance has moved back to deficit and 
in 2018 stood at around 2.5% of GDP. Against 
this backdrop, risks to the Slovak export 

performance are intensifying because of the 
weaker foreign demand, protectionist trade 
policies and the potential disorderly U.K.'s 
departure from the EU. However, DBRS expects 
the increased production capacity of the auto 
sector to contribute to narrowing the current 
account deficit in the medium term. According to 

the EC, the Slovak current account is forecast to 
shrink to 1.8% of GDP in 2020. Slovakia's 
negative Net International Investment Position 
(NIIP), although large at 65.5% of GDP as of Q1 
2019, is less of a concern. Despite a growing 

share of government debt held by foreign 

investors, the NIIP is mainly composed of 

foreign direct investment in the form of equity 
and intercompany lending and there is limited 
private sector reliance on foreign credit, 
mitigating risks to capital outflows. Strong 
Government Balance Sheet and Prudent Fiscal 
Management Bode Well for Debt Sustainability  
Slovakia has a strong track record of fiscal 
consolidation over recent years and public 
debt is lower than the lowest limit prescribed 
by the national Fiscal Responsibility Act. 
Measures taken after the financial crisis, along 
with strong nominal growth, have resulted in a 
steady decline in the budget deficit from a high 
of 7.8% of GDP in 2009 to 0.7% last year. This 

reflects a combination of cyclical improvement 

and policy initiatives, including the improvement 
in VAT collection efficiency. Robust job growth 
has resulted in higher taxes and social 
contributions over recent years. On the 
expenditure side, savings stemming from the 
health sector and the pension reform, and lower 

interest costs, more than compensated for 
higher state wages and investment. DBRS 
anticipates a more gradual fiscal consolidation 
than the one outlined in the latest Stability 
Programme in April 2019, when the government 
projected a budget balance from this year. 
Lower GDP growth, some fiscal slippage ahead 

of the parliamentary elections in 2020 and the 
significant public wage increases over 2019-

2020 by around 10% annually, will make 
meeting the government's target more 
challenging. The EC forecasts a budget deficit 

declining to 0.5% of GDP this year and 0.6% 
in 2020. The government's new measures 

focusing on reduction of tax burden and 
increase in social spending if not offset by 
compensatory policies, are expected to 

hamper the consolidation effort. All in all, the 
improvement expected might be more cyclical 
than structural and dependent also on the 
volatility of the economic performance. Slovakia 
is among the few EU countries whose public 

debt-GDP ratio is below the Maastricht threshold 
of 60%. Following the global financial crisis its 

public debt-to-GDP ratio rose nearly thirteen 
percentage points during 2010-13, to a high of 
54.7%, because of the countercyclical stimulus 
and lower growth. A reduction in the deficit and 
a pick-up in growth have resulted in the debt 

ratio declining to 48.9% of GDP in 2018. 
According to the latest IMF projections included 
in the July 2019 Article IV, Slovakia's underlying 
debt dynamics point to a declining debt 
trajectory over the projected five-year horizon, 
falling to 41.7% in 2023. Near-term fiscal risks 

are mitigated by the benign interest rate 
environment and favourable debt 
composition. Slovakia's government debt is all 
long-term, almost entirely at a fixed rate and 
95% is denominated in euros. The remaining 

foreign currency debt is fully hedged. The 
average maturity of government debt has risen 
to the comfortable level of 8.8 years as of end-
August 2019 from 4.6 years in 2009, which is in 
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line with the Organisation for Economic Co-

operation and Development (OECD) average. 

Concerns Regarding Household Leverage Rise, 
but Financial Stability Risks are Limited for Now  
Slovakia's excessive credit growth to households 
in a context of accumulating imbalances in the 
residential property market poses some risks to 
financial stability. Household debt has increased 

rapidly over a decade to 42.3% of GDP as of Q1 
2019, and while the ratio is still below the EU 
average of 52.3%, households are much more 
vulnerable to shocks. This trend reflects a 
sustained growth of retail credit in a context of 
high share of home ownership, rapid economic 

convergence and lingering low interest rates. 
However, signs of moderation have started to 
emerge also thanks to the phasing-in of the 

National Bank of Slovakia (NBS) regulatory 
tightening and the riskiness of new loans is 
decreasing. Nonetheless, loan growth which has 
averaged around 9.2% since January 2019, and 

remains well above the Euro area average of 
2.8%. Mortgages remain the key driver of 
household credit and account for a large share of 
total household loans. Given rising property 
prices, mainly because of a limited supply of 
houses, rapid loan growth coupled with a 
concentration a high loan-to-value ratio 

represents a risk. The vulnerability of the Slovak 
household sector is further accentuated by a 
high concentration of housing loans among low-
income households and by total households' net 

financial assets, which at 38.2% of GDP as of Q1 
2019 is the lowest in the EU. Against this 

backdrop, any potential economic downturn and 
subsequent job losses will likely hamper 
household debt service affordability. Despite 
rapid loan growth, the banking sector has strong 
fundamentals and loan portfolios remain 
relatively healthy. The banking sector in 
Slovakia shows adequate levels of capitalisation, 

and good asset quality even as profit margins 
are on a declining trend. Although the main 
banks are foreign subsidiaries, their reliance on 
external funding is limited. The banking sector is 
a traditional retail-oriented business model with 

stable domestic deposit-based funding. 
However, rising private sector leverage coupled 

with rising property prices has led the NBS to 
implement a series of prudential measures in 
late-2018 such as an increase in the 
countercyclical capital buffer and a gradual 
tightening in the regulatory lending standards. 
In DBRS's view, in addition to the gradual 

phase-in of further tightening of credit standards 
by the NBS a potential market saturation, and 
demographic developments should contribute to 
mitigating risks stemming from housing loan 
growth. Regional Disparities and Unfavourable 
Demographics Remain Key Challenges Despite 
strong growth, Slovakia faces important 

challenges beyond being a small economy that is 
highly reliant on exports. While overall 
unemployment levels have fallen to 5.7% in Q2 
2019 from 14.2% in 2013, structural challenges 
remain, including high unemployment rates 

among low-skilled and disadvantaged groups 

and low female labour force participation. These 

issues are further amplified by regional 
disparities. Unemployment in Eastern Slovakia 
remains high at 10.1% compared to the 
Bratislava region where the unemployment rate 
was 2.9%. Underdeveloped infrastructure, lower 
educational attainment, and low labour mobility 

have held back the Eastern and Central regions 
of the country. In other areas, falling 
unemployment coupled with faster job creation 
and past emigration have led to labour 
shortages, and show signs of overheating. 
Recently, however, inflows have increased 

because of high number of Slovaks returning 
from abroad. Slovakia's demographics are one of 
the most adverse in Europe with its old-age 

dependency ratio expected to increase from 
21.0% in 2016 to 56.8% in 2070 based on the 
latest European Commission's 2018 Ageing 
report. Moreover, the constitutional change 

passed in March this year to cap the general 
statutory retirement age at 64 years will further 
place pressure on public expenditures in the 
long-term. To partially offset the demographic 
challenges, Slovakia has begun easing its policy 
on migrants. The amendment to the Act on 
Employment Services (effective from May 2018) 

simplifies conditions for employing citizens from 
third countries, thus speeding up the whole 
process. A Fragile Government and A 
Fragmented Electorate Poses Risks to Pace of 

Reform Implementation  
Perceived corruption and inefficient government 

bureaucracy appear the main obstacles to doing 
business in Slovakia. The coalition government, 
comprising centre-left party SMER-SD, the 
conservative Slovak National Party and the 
minority-oriented Most-Hid, is committed to 
improving the business environment with an 
emphasis on education, the legal system and 

anticorruption policies. Some progress has been 
made regarding a new system to identify and 
address corruption risk in the public sector, but 
additional effort may be required to strengthen 
transparency. However, following the resignation 

of Mr. Fico as prime minister in March last year, 
the government appears weaker and further 

progress might be limited. The government has 
a slim majority within the legislative body and 
coalition partners seem unlikely to overcome 
policy differences, despite the lack of a cohesive 
opposition. This might complicate progress with 
the reform agenda ahead of the elections 

scheduled in March next year, which could result 
in a complicated government formation process 
as the electorate appears more fragmented.  
RATING COMMITTEE SUMMARY  
The DBRS Sovereign Scorecard generates a 
result in the A (high) - A (low) range. The main 
points discussed during the Rating Committee 

include Slovak economic performance, progress 
with fiscal consolidation, retail credit growth, 
household debt.  
KEY INDICATORS  
Fiscal Balance (% GDP): -0.7 (2018); -0.5 
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(2019F); -0.6 (2020F) 

Gross Debt (% GDP): 48.9 (2018); 47.3 

(2019F); 46.0 (2020F)  
Nominal GDP (EUR billions): 90.2 (2018); 96.1 
(2019F); 101.8 (2020F) 
GDP per Capita (EUR): 16,555 (2018); 17,615 
(2019F); 18,636 (2020F) 
Real GDP growth (%): 4.1 (2018); 3.8 (2019F); 

3.4 (2020F) 
Consumer Price Inflation (%): 2.5 (2018); 2.4 
(2019F); 2.3 (2020F) 
Domestic Credit (% GDP): 135.1 (2018); 133.9 
(Mar-2019) 
Current Account (% GDP): -2.5 (2018); -2.2 

(2019F); -1.8 (2020F) 
International Investment Position (% GDP): -
67.3 (2017); -65.5 (Mar-2019) 

Gross External Debt (% GDP): 113.0 (2018); 
109.6 (Mar-2019) 
Governance Indicator (percentile rank): 74.2 
(2017)  

Human Development Index: 0.86 (2017) EURO 
AREA RISK CATEGORY: LOW  
 
© DBRS Limited and DBRS, Inc. (collectively, DBRS). 
This publication may not be reproduced in any form, 
whether electronic or otherwise, without the prior 
written consent of DBRS. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Looming growth slowdown ending 

Slovakia's balanced budget dreams  

19-Sep-2019  

• FinMin: cannot reach first-ever 
balanced budget this year 
• Minister declines to estimate deficit 
size 
• Aims to keep state debt below 50% of 
GDP 
• Growth estimates slashed by 

weakening euro zone trade 

By Tatiana Jancarikova 
BRATISLAVA, Sept 19 (Reuters) - Slovakia will 

fail to meet a goal of balancing its budget for 
the first time ever this year after slashing 
growth forecasts due to weakening euro zone 
trade, the country's finance minister said on 
Thursday. 
Euro zone member Slovakia was on course this 

year and next to wipe out budget deficits for the 
first time in its three-decade post-communist 
history, boosted by an expanding car industry 
and domestic demand stoking growth. 
But risks to its decade-long growth streak have 
risen in recent months - from waning demand 
from Germany as it battles to stay out of 

recession; worries over Britain's unclear exit 
from the European Union; and escalating global 
trade tensions that are particularly worrying for 
the car sector. 
"The slowing economy in Germany has a huge 

impact on our economy; industrial output and 
exports are slowing; there are more risks 

coming from the possible hard Brexit and global 
trade wars," Finance Minister Ladislav 
Kamenicky, in the job since May, said on 

Thursday. 

"I have had bad cards from the start - a slowing 

economy, lower revenue, rising expenditures 
and upcoming general elections," he told a news 
conference. "We will miss this year's goal, the 
budget will end up in deficit." 
Central European governments have lifted 
social spending in recent years while keeping 
a lid on deficits thanks to economic growth. 

Slovakia is the first to see budget plans 
potentially wrecked by a slowdown creeping 
in from the richer west. 

Slovakia goes to the polls in February next year. 
Before that, the three-party government - led by 
Prime Minister Peter Pellegrini's long-ruling 
leftist Smer party - has pencilled in tax cuts and 
increased spending on child benefits and other 

measures into the 2020 budget. 
Kamenicky said proposals in parliament backed 
by the government would likely create about a 
500 million euro gap in budget revenue next 
year. 
After replacing long-time minister Peter Kazimir, 
who left government to head the central bank, 

Kamenicky had warned slowing growth could hit 
the government's balanced budget goals. 
On Thursday, he confirmed those fears. The 
Finance Ministry lopped 1.1 percentage points 
off its 2019 and 2020 growth forecasts, 
predicting growth to slow to 2.4% and 2.3% 

respectively, from 4.1% in 2018. It would be the 
slowest economic expansion since 2013. 
The 2019 budget was built on assumptions of 
a 4.5% economic increase and the 
government had planned to keep the budget 
balanced also in 2020 and 2021 as growth 
stayed strong. 

Kamenicky, who declined to give deficit 
estimates before a new tax revenue outlook is 

published next week, said he would aim to keep 
state debt levels under 50% of gross domestic 
product. The 2019 budget had envisioned debt 
dropping to 45% this year, from 49%.  
 
(Reporting by Tatiana Jancarikova; Writing by Jason 
Hovet; Editing by Clarence Fernandez) 
((jason.hovet@thomsonreuters.com; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkish August budget surplus 576 mln 

lira  

16-Sep-2019  
ANKARA, Sept 16 (Reuters) - The Turkish 

budget showed a surplus of 576 million lira 
($100 million) in August, compared with a 
deficit of 5.8 billion lira in the same period a 
year earlier, data from the Finance Ministry 
showed on Monday. 

The August budget showed a primary surplus, 

which excludes interest payments, of 11.4 billion 
lira, the ministry said. 
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In the first eight months of the year, the budget 

recorded a deficit of 68.1 billion lira. The 

government's forecast for the 2019 year-end 
deficit is 80.6 billion lira. 
 
($1 = 5.7211 liras) 
(Reporting by Nevzat Devranoglu; Writing by Daren 
Butler; Editing by Jonathan Spicer) 
((daren.butler@tr.com; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Ukraine government sees 2020 budget 

deficit at 2.09 pct  

15-Sep-2019  
KIEV, Sept 15 (Reuters) - Ukraine government 

proposes parliament to adopt the 2020 state 
budget with 2.09% deficit, finance minister 
Oksana Markarova said on Sunday. 

This year's budget deficit is set at around 2.3 
percent. 
 
(Reporting by Pavel Polityuk; Editing by Toby Chopra) 
((pavel.polityuk@tr.com; +380 44 2449150; Reuters 
Messaging: 
pavel.polityuk.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina expects 2020 primary fiscal 

surplus of 1.0%  

16-Sep-2019  
BUENOS AIRES, Sept 16 (Reuters) - Argentina 

expects a primary fiscal surplus of 1.0% of 
gross domestic product next year, Treasury 
Minister Hernan Lacunza said during a news 
conference on Monday to present the South 
American country's 2020 budget. 

The recession-hit country which is also grappling 
with stubbornly high levels of inflation is 
expected to have a primary deficit of 0.5% this 
year, the government added. 

Argentina's economy is expected to grow by 
1.0% next year, after contracting 2.6% in 2019, 
according to projections contained in the budget 
bill. 
 
(Reporting by Hugh Bronstein 
Editing by Chris Reese) 
((hugh.bronstein@thomsonreuters.com; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 

 

Argentina bondholders face write 

downs  

19-Sep-2019  
By Tom Arnold and Adam Jourdan 

LONDON/BUENOS AIRES, Sept 19 (Reuters) - 
Fitch Ratings expects holders of Argentina 
dollar bonds to have to write off part of their 
investments under the country's sovereign 
debt restructuring plan, one of the agency's 
analysts said on Thursday. 

The Argentine government last month 
announced plans to extend the maturities on 
about $100 billion in debt as it strives to stem 

financial meltdown in the wake of the shock 
primary election defeat for business-friendly 
President Mauricio Macri last month. 
Fitch thinks the move will involve a write 
down, or haircut, on local and dollar debt, as 
the government debt - running at around 90% 
of gross domestic product - is not sustainable, 
said Charles Seville, senior director at Fitch.  

"One of the issues Argentina has had is its 

refinancing needs have been very high on the 
domestic side so the debt got shorter and 
shorter term and became harder to refinance at 
long maturities," he told Reuters. "That will 
continue to be a vulnerability for Argentina." 
Fitch didn't have an estimate on the scale of a 
haircut, but in a report published on 
Wednesday Moody's Investors Service said it 

expected investors would to have to take a hit 
of between 10% and 20%. Moody's added 
that losses to investors might ultimately be 
greater, which would lead to it downgrading 
Argentina's current Caa2 sovereign rating 
further. 

After downgrading Argentine sovereign debt to 
"restricted default" after the government's 
decision to extend some debt maturities, Fitch 

then upgraded the rating to "CC" after the 
country's payment of short-term debt 
instruments on Aug. 30. 
The winner of October's election, expected to be 
challenger Alberto Fernandez, faces a big fiscal 
consolidation that might be higher than the 
IMF's estimate of 3 or 4 percentage points of 

GDP, said Seville. 
"That requires reforms to social security and 
other areas that haven't been touched. That's 
one of the reasons we think bondholders will 
have to make a contribution," he said. 
"The IMF, having stayed fairly quiet until now, 
are clearly talking to the administration and the 

potential incoming administration. Having until 
now signed off on debt sustainability (the IMF) 
may well decide that if they're going to stay 
involved, bondholders also need to provide some 
financing." 
The IMF agreed a $57 billion line of credit 
with Argentina last year and needs to make a 

decision on releasing the latest tranche of 

those funds. The disbursement, initially set for 
this month, was thrown into disarray by Macri's 
primary defeat, with the government imposing 
capital controls to try to stem a crash in the 
peso.  
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"If the IMF were to withhold the next $5.4 
billion disbursement, due on or after 15 

September, we anticipate that a severe 
market reaction would likely follow, further 
raising the government's debt load and 
lowering its debt affordability," Moody's said 
in its report. 

 
(Editing by Pravin Char and Mark Potter) 
((Tom.Arnold@thomsonreuters.com; +442075428510; 
Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentina economy edges out of 

recession, tougher road ahead  

19-Sep-2019  

BUENOS AIRES, Sept 19 (Reuters) - Argentina's 

hard-hit economy edged out of recession in 
the second quarter of the year, expanding by 
a slight 0.6% on the back of a strong showing 

in the farming sector even as the South 
American nation braces for a weakening 
economic outlook ahead.  

The expansion, revealed by Argentina's statistics 
agency on Thursday, marked the first quarterly 
growth in gross domestic product (GDP) since 
the start of 2018, with the country rattled by 
currency crises and recession. 

The modest economic growth in the April-to-
June period also comes as the country prepares 

for a Oct. 27 election, following a landslide 
defeat for President Mauricio Macri in the August 
primary vote, which hammered local markets 
lower. 
The primary result led to a resurgence of 

inflation, a sharp crash in the peso currency and 
concerns that the country could default on its 
debts, all of which have darkened the outlook for 
Latin America's No. 3 economy. 
The country's economy shrank 2.5% last year 
and 5.8% in the first quarter of 2019. The 
government expects a 2.6% contraction this 

year. 
Argentina's unemployment rate also rose to 
10.6% in the second quarter from 9.6% in the 

same period last year, the official INDEC 
statistics agency said on Thursday. 
 
(Reporting by Hugh Bronstein; Writing by Adam 
Jourdan; Editing by Will Dunham) 
((hugh.bronstein@thomsonreuters.com; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentine Treasury submits draft law 

for domestic bond renegotiation   

20-Sep-2019  
BUENOS AIRES, Sept 19 (Reuters) - Argentina's 

finance ministry said on Thursday it has 
submitted to Congress a draft law that would 
act as a framework for the indebted country 
to renegotiate the terms of its domestic 
bonds. 

The South American country said last month it 

would renegotiate terms of local and 

international sovereign bonds, after a sharp 
crash in the peso currency in August left the 
country teetering on the edge of default. 
In a summary of the draft law, the Ministry of 
Treasury said it would help reduce Argentina's 
default risk and smooth the path for whoever 
wins the country's presidential election set for 

Oct. 27. 

President Mauricio Macri, widely seen as pro-
business, was beaten badly in a primary election 
in August, which caused the peso to lose around 
a quarter of its value and bonds to plunge. That 
raised the country's borrowing costs and 
exacerbated an already large pile of dollar-
denominated debt. 

In the wake of the crash, the country's Treasury 
minister resigned, while Macri announced plans 
to delay debt payments and rolled out capital 
controls to protect the peso. 
"This bill seeks to provide the necessary tools to 
promote a voluntary extension of terms of local 

jurisdiction debt," the ministry said. 
This would help improve the "financial demands 
of the period 2020-23, so that the president who 
wins in the coming election can deploy their 
economic and social policies without excessive 
financial constraints."  
A copy of the full draft law reviewed by Reuters 

laid out technical details regarding the process 
for government negotiations with bondholders. 

The process requires any changes to the terms 
be published on the Treasury website and 
bondholders be given at least 10 days to 
consider them. 
Argentina's plan to defer payments on its 

debts covers around $100 billion from the 
International Monetary Fund (IMF), 
international creditors, and short-term 
securities. 

The Treasury said the country did not have 
solvency issues paying its debts and that the 
draft law presented to Congress should "clear up 
doubts about the ability and willingness of 

Argentina to pay its debt in the medium and 
long term." 

The draft law reviewed by Reuters also includes 
collective action clauses, which require 
amendments made to a single series of bonds be 
approved by holders of 75% of the capital. 
If the changes affect two or more bond series, 

then consent would be need from 66.66% of 
bondholders and at least half of those for each 
individual series of bonds. If these levels were 
met, then all holders would need to comply. 
The draft law comes into effect from the date it 
is published in Argentina's official Gazette. 
 
(Reporting by Gabriel Burin and Adam Jourdan; Editing 
by Jacqueline Wong and Sam Holmes) 
((adam.jourdan@thomsonreuters.com; +54 
1155446882; Reuters Messaging: 
adam.jourdan.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 

mailto:Publicdebtnet.dt@tesoro.it


  

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

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

  17 

 

Brazil 

Brazil to free up 12.5 bln reais to ease 

budget squeeze  

19-Sep-2019  
By Marcela Ayres 
BRASILIA, Sept 19 (Reuters) - Brazil's 

government will free up 12.5 billion reais ($3 
billion) for discretionary spending in its latest 
bi-monthly spending and revenue report, an 
Economy Ministry source told Reuters on 
Thursday. 

The move, to ease the pressure on departmental 

budgets following spending freezes totaling 34 
billion reais this year, will be announced on 

Friday, the source said, speaking on condition of 
anonymity.  
In broad terms the 12.5 billion reais will come 
from an anticipated 6.5 billion increase in 

revenues, mostly from tax and dividend 
payments, and a 6 billion reais decrease in non-
interest payments, particularly on salaries and 
benefits. 
The unlocking of resources is seen as crucial to 
relieving the pressure on the public sector and 
ensuring it continues to function following the 

deep freeze on spending earlier in the year. 
The government has committed to posting a 
primary deficit this year of 139 billion reais, a 
goal that has been made harder to reach due 
to the economy's sub-par growth and the 
resulting shortfall in tax revenue. 

But after contracting 0.2% in the first quarter, 
the economy grew 0.4% in the second, and 
Economy Ministry officials are confident a corner 

has been turned.  
Earlier this week, Economy Minister Paulo 
Guedes said the government would free up to 22 
billion reais in the coming months, and last week 
presidential Chief of Staff Onyx Lorenzoni told 
Reuters it could be around 20 billion reais. 

 
($1 = 4.14 reais) 
(Reporting by Marcela Ayres 
Writing by Jamie McGeever 
Editing by Chris Reese and Cynthia Osterman) 
((jamie.mcgeever@thomsonreuters.com; +55 (0) 11 
97189 3169; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Cuba 

Moody's Affirms Cuba's Caa2 Ratings; 

Maintains Stable Outlook  

14-Sep-2019  
Sept 13 (Reuters) - Moody's Ratings: 
• Moody's affirms Cuba's CAA2 ratings, 
maintains stable outlook 

• Moody's - although U.S. Policy toward 
cuba may change marginally, do not expect it to 
materially alter underlining credit conditions in 
Cuba over next 12-18 months 

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

Honduras 

Honduras plans $700 mln bond to 

refinance debt of state power firm  

17-Sep-2019  
TEGUCIGALPA, Sept 17(Reuters) - Honduras 

plans to issue a $700 million dollar-
denominated bond to help refinance debts of 
the state power company ENEE, Finance 
Minister Rocio Tabora said. 

"We hope to come to the market with a 

sovereign bond of $700 million," Tabora told 
reporters late on Monday. 
Of that sum, $300 million would be used to 
"re-adapt" a $500 million Honduran bond 
maturing in December 2020, she said. That 
meant seeking to extend the maturity of the 
2020 bond, a finance ministry source said, 
speaking on condition anonymity. 

The rest of the planned $700 million issue would 

be used to restructure the energy sector and 
refinance ENEE debt, Tabora said. 
Parts of Honduras, El Salvador, Guatemala and 
Nicaragua suffered power outages on Monday. 
ENEE said in a statement a transmission line in 
the southern part of Honduras had become 

overloaded. 

 
(Reporting by Gustavo Palencia in Tegucigalpa; 
Additional reporting by Sofia Menchu in Guatemala 
City, Ismael Lopez in Managua and Nelson Renteria in 
San Salvador; 
Writing by Stefanie Eschenbacher; 
Editing by Edmund Blair and Nick Zieminski) 
((Stefanie.Eschenbacher@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

S&P says Mexican government's 2020 

growth forecast likely too optimistic  

14-Sep-2019  
MEXICO CITY, Sept 13 (Reuters) - S&P Global 

Ratings said on Friday that the Mexican 

government's 2020 economic growth forecast 
of 1.5% to 2.5% likely is too optimistic. 

The government's growth forecast is part of its 
2020 budget blueprint unveiled last weekend, 
which also slightly loosened a primary surplus 
target as the government aimed to balance big 
welfare promises with the reality of a stagnant 
economy. 

"It's probable that our updated growth 
projections will be more conservative," S&P 

Global Ratings said in a statement, referring to 
the agency's upcoming forecast for the third 
quarter.  
S&P added that the government's estimates 
for financing requirements and a 2020 

primary budget surplus are in line with its 
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own expectations. But it said it sees a risk 
that the government's oil output forecast of 

1.9 million barrels per day will not be met 
next year. 

Current oil output, the vast majority of which is 
produced by state-owned Pemex, averages 
about 1.7 million barrels per day. 
 
(Reporting by Frank Jack Daniel; Writing by David Alire 
Garcia; Editing by Leslie Adler) 
((david.aliregarcia@thomsonreuters.com; +52 55 
5282 7151; Reuters Messaging: 
david.aliregarcia.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Says Mexico Budget Targets 

Prudent but Assumptions Are 

Optimistic  

16-Sep-2019  
Sept 16 (Reuters) - Fitch: 
• Fitch says Mexico budget targets 
prudent but assumptions are optimistic 

• Fitch, on Mexico, says embedded 
assumptions related to GDP growth and 
revenues are optimistic and highlight risks to 

primary surplus target 
• Fitch, on Mexico, says worsening global 
growth outlook points to continuing challenges 
that will likely restrain economic recovery 
• Fitch says believes that there are risks of 
Mexico's revenues undershooting given 

optimistic macroeconomic and oil production 

assumptions 
• Fitch says pemex will continue to be an 
important source of revenue, but also a 
contingent liability for Mexico 
• Fitch says Mexico's 2020 budget 

shows little sign that government intends to 
combat low growth via looser fiscal policy 
• Fitch says even with Mexico's budgetary 

injections into pemex, its investment and 
reserve replacement plans will fall short of its 
business plan 
• Fitch, on Mexico, says with a self-
imposed ban on raising/ imposing new tax rates 
expiring in 2021 it will likely pursue fiscal reform 

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

AFRICA 
 
 

Kenya 

Kenya starts tightening its belt after 

debt binge criticism  

19-Sep-2019  
By Duncan Miriri 
NAIROBI, Sept 19 (Reuters) - Kenya took the 

first step towards cutting excessive 
government spending and reducing a gaping 
fiscal deficit that have driven up borrowing, a 

draft Treasury budget review showed on 
Thursday, but analysts said the cuts do not go 

far enough. 

President Uhuru Kenyatta's government has 
been criticised for ramping up borrowing since 
coming to power in 2013. Total public debt 
stands at 55% of GDP, up from 42% when he 
took over. 
The critics accuse the government of saddling 

future generations with too much debt. The 
government has defended the higher borrowing, 
saying it is required to fund infrastructure. 
The finance ministry said it will cut the 
government's spending for the 2019/20 (July-
June) fiscal year by 2.1%, equivalent to 46.2 
billion shillings ($445 million), the budget 
review showed. 

The former finance minister Henry Rotich was 

criticised for raising spending in June and 
imposing additional tax measures on already 
squeezed taxpayers. 
The current minister, Ukur Yatani, who was 
appointed to the post in an acting capacity in 
July, promised strict spending cuts aimed mainly 
at non-essential items such as foreign travel by 

officials. 
The cuts to the budget for this fiscal year were 
mainly caused by revenue collection shortfalls, 
the ministry said in its budget review, citing a 
123.5 billion shillings gap in the government's 
financial year to the end of June. 

The cuts were attained through "trade-offs and 

reallocations of the existing budgetary 
provisions," it said. 
The overall budget deficit target, however, 
remained unchanged at 5.9% of GDP, while 
projected local and external borrowing also 
remained broadly within the initial budget 

unveiled in June, disappointing analysts. 
"Given the scale of the fiscal deficit, a 
meaningful fiscal consolidation exercise might 
require substantive spending cuts alongside 
big revenue measures," said Razia Khan, head 
of research for Africa at Standard Chartered in 
London. 

Patrick Njoroge, the governor of the central 
bank, said on Wednesday that a tightening of 

the government's fiscal policy, would give room 
for some form of monetary easing to attain a 
balance. 
The government aims to cut the fiscal deficit to 
about 3.5% of economic output by the 2022/23 
financial year, Yatani said last week. 
Pressure on the government's finances ratcheted 

in 2013 after the creation of 47 new local 
authorities, meant to devolve resources to the 
grassroots and reduce equality, which operate 
their own budgets. 
As well as runaway spending, Kenyatta's 
government has been criticised for failing to 

stamp out widespread corruption as hundreds of 
billions of shillings in government funds are lost 

every year. 
 
($1 = 103.8000 Kenyan shillings) 
(Additional reporting by George Obulutsa  
Editing by Shri Navaratnam) 
((duncan.miriri@thomsonreuters.com; Tel: +254 20 
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4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malawi 

Malawi economy to grow 4.5% in 2019  

18-Sep-2019  

LILONGWE, Sept 18 (Reuters) - Malawi's 

economy is likely to expand by 4.5% this 
year, the International Monetary Fund (IMF) 
said late on Tuesday, boosted by improved 
agricultural production and the rebuilding of 
infrastructure damaged by Cyclone Idai. 

The growth projection is down slightly from the 

fund's March forecast of a 5% expansion to 
gross domestic product. Earlier in September the 

finance ministry said growth would advance 5%, 
up from 4% growth in 2018.  
The small southern African nation's economy is 
largely reliant on sales of tobacco, tea and 
sugarcane, with growth having slowed in recent 
years because of an El Nino-induced drought, 
electricity shortages and political uncertainty. 

Cyclone Idai, the worst cyclone in Africa for 
decades, lashed Mozambique, Zimbabwe and 
Malawi in March, killing thousands and wrecking 
infrastructure.  
"Over the medium term, growth could rise 
further to 6-7%, backed by greater access to 

finance, crop diversification, an improved 
business climate and more resilient 
infrastructure, including improved electricity 
generation," the IMF said in a statement. 
In April last year the IMF granted Malawi a $112 
million credit facility to help the country to 
stabilise debt and fight poverty. 

 
(Writing by Mfuneko Toyana 
Editing by David Goodman) 
((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Nigeria 

S&P Says Nigeria 'B/B' and 'Nga/Nga-

1' Ratings Affirmed Outlook Stable  

14-Sep-2019  
Sept 13 (Reuters) -  
• S&P says Ngeria 'B/B' and 'NGA/NGA-
1' ratings affirmed; outlook stable 

• S&P says view Nigerian Government 
Institutions as relatively weak, with slow 
decision-making on policy issues 
• S&P says Nigeria's economic growth 
remains weak, slower than that of peers at a 

similar rating level 
 
((reuters.briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

 

South Africa 

South African Government to Deliver 

Medium-Term Budget Policy Statement 

on Oct 30  

19-Sep-2019  
Sept 19 (Reuters) -  
• South African Government to deliver 
medium-term budget policy statement on oct 
30 -treasury 

• Shift from usual week of October 23 

necessitated by international commitments of 
President Cyril Ramaphosa and the finance 
minister - treasury 
 
(Reporting by Emma Rumney) 
((Emma.Rumney@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Tunisia 

Fitch Ratings: Tunisia's Presidential 

Election Raises Policy Uncertainty  

18-Sep-2019  
Fitch Ratings-London/Hong Kong-September 
18: Tunisia's presidential election will 
increase political uncertainty after two 
outsiders came top in the first round of 

voting, Fitch Ratings says. This uncertainty 
could raise significant policy risk as the country 
continues its challenging fiscal and economic 
adjustment amid pressures on external finances. 

The first-round vote held on 15 September saw 
Kais Saied, a constitutional law professor, and 
Nabil Karoui, a media magnate currently 
detained on charges of tax evasion and money 
laundering, which he denies, finish first and 
second. They received about 34% of votes 
between them, beating more-established 

candidates including Prime Minister Youssef 
Chahed. Candidates have until 19 September to 
contest the result, but assuming it stands, Saied 

and Karoui will contest a runoff vote in the next 
two to four weeks. 
Holding elections at short notice following the 
death in July of president Beji Caid Essebsi while 

in office shows that Tunisia's democratic 
institutions are functioning smoothly (these are 
the second presidential elections since the 2011 
Arab Spring). However, victory for Karoui in the 
runoff would raise risks of a political crisis and 
test these institutions, as it is uncertain whether 

he would be released from detention or 
prevented from taking office. 
Saied and Karoui have not laid out detailed 
economic policies, instead using the relatively 
short campaign to promote an anti-

establishment discourse and their messages of 
social conservatism, constitutional reform and 

anti-corruption for Saied and pro-poor populism 
for Karoui. Tunisian domestic economic policy is 
the preserve of the prime minister and his 
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government, rather than the presidency. 

Nonetheless, disputes between the two branches 

of executive power can hamper policymaking. 
This is exemplified by a disagreement in 2018 
between Chahed and the deceased president 
Essebsi, which derailed talks between politicians 
and unions on economic and social reforms. 
The first-round result highlights the increased 

fragmentation in Tunisian politics following the 
splintering of the centrist Nidaa Tounes party, a 
cofounder of the governing coalition. The 49% 
voter turnout, down from 65% in 2014, suggests 
popular disillusionment with mainstream 
politicians. 

This looks set to complicate upcoming legislative 
elections, due on 6 October, and subsequent 
coalition formation. Saied is not affiliated to any 

political party, and Karoui, a former member of 
Nidaa Tounes, has founded his own party, Qalb 
Tounes. 
While greater clarity may emerge following 
the legislative elections, political uncertainty 

surrounding the presidential and legislative 
elections could lead to policy paralysis, as we 
noted when we affirmed Tunisia's 
'B+'/Negative sovereign rating on 27 June. 
This would further hamper economic and fiscal 
reform, which has already been subject to social 
and political constraints, as seen in the mixed 
performance under Tunisia's IMF programme, 

and economically disruptive labour protests. 
Delayed government formation would raise 
risks to fiscal consolidation, which could 
hamper the disbursement of official funding. 
This risk is somewhat mitigated by Tunisia's 
budgetary framework, which provides for 
temporary spending execution under draft 
budget laws even if they have not been 
approved by parliament. Under current 
legislation, the 2020 draft budget bill must be 
submitted to parliament by 15 October. 

So far, budget execution statistics do not point 
to major fiscal slippage in the run-up to the 
elections. We expect the full-year central 
government deficit (including grants) to be 
broadly in line with our June projection of 4% of 
GDP. This would be narrower than last year 

(4.5%) and 2017 (6%), but above the 

government's target (3.7%), reflecting slower-
than-planned progress on subsidy reform, and 
salary increases. 
The Negative Outlook on Tunisia's rating reflects 
pressures on external liquidity, weak external 
and fiscal buffers, and uncertainty about further 
reforms. 

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

Zimbabwe 

Zimbabwe is serious about reform, 

needs outside support, foreign minister 

says  

13-Sep-2019 16:29:01  
• Mnangagwa's reform record under 
spotlight 
• Austerity measures compound 
people's hardships 
• Opposition says its protests are 
crushed 
• Government tries to win over doubters 

By Alexander Winning and MacDonald Dzirutwe 

HARARE, Sept 13 (Reuters) - Zimbabwe is 

serious about pursuing political and economic 
reforms and deserves international support, 
its foreign minister told Reuters on Friday. 
President Emmerson Mnangagwa promised a 
different approach when he replaced longtime 
ruler Robert Mugabe after November 2017 coup, 

but he has found it hard to revive economic 

growth and faced criticism over a heavy-handed 
response to protests. 
Mugabe's death last week aged 95 has made 
some people question what Mnangagwa has 
achieved in his two years in power. 
"The international community needs to 
understand and nurse this country. This 

country has suffered for the past two 
decades," Foreign Minister Sibusiso Moyo said 
in an interview.  

"This is the time when it must be supported in 
its reforms." 
Mnangagwa's government has taken steps to 
relaunch the Zimbabwean dollar, cut the budget 

deficit, remove subsidies on fuel and power and 

repeal laws curbing public and media freedoms. 
But the currency reforms and austerity 
measures have compounded ordinary people's 
hardships in an economy where unemployment 
is estimated to be as high as 80%. The 
opposition says it is being denied the right to 
protest peacefully. 

On Friday, Zimbabwe's central bank raised its 
overnight borrowing rate to 70% from 50% after 
a surge in inflation and a steep fall in the 
domestic currency. 
Moyo, a former army general and Mnangagwa 
loyalist, said the government would strengthen 
social safety nets to cushion the impact of 

austerity measures and seek to recover public 
funds "where there was clear-cut evidence of 
pilfering". 
He said the authorities would not use excessive 
force to control protests and that there was no 
blanket ban on demonstrations staged by the 

main opposition group MDC. 
"This country is undertaking all these reforms, 
with all the painful processes which are taking 
place, without any form of support from outside. 
No lines of credit, no balance of payments 
support, nothing," Moyo said.  
"We are a sincere government in delivering the 

necessary reforms and freedoms." 

 
(Reporting by Alexander Winning and MacDonald 
Dzirutwe 
Editing by Gareth Jones) 
((alexander.winning@tr.com; +27 11 595 2801)) 
(c) Copyright Thomson Reuters 2019.  
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GLOBAL 
 

Global economy 'far' from recession, 

IMF official says  

13-Sep-2019 23:17:40  
By Andrea Shalal 
WASHINGTON, Sept 13 (Reuters) - Trade 

tensions are weighing on growth across the 

world, but the International Monetary Fund is 
"far" from forecasting a global recession, an 
IMF official told Reuters on Friday, as the fund 
prepares to release a new economic outlook 
next month. 

The IMF on Thursday said tariffs imposed or 
threatened by the United States and China could 
shave 0.8% off global economic output in 2020 

and trigger losses in future years. 

"The trade tensions are weighing on growth. But 
we really don't see recession in the current 
baseline. I think we're far from that," said the 
IMF official, who is familiar with the preparation 
of the outlook.  
"While manufacturing activity has been weak, 
we also see resilience in the services sector and 

consumer confidence is holding up. The question 
is how long that resilience can last, and we are 
monitoring carefully all indicators," said the 
official, who was not authorized to speak 
publicly. 
The fund issues an economic outlook twice a 
year to coincide with its spring and fall 

meetings, forecasting global gross domestic 
product for the current year and the following 
year. 

Negotiators for the United States and China are 
due to meet in Washington next week to prepare 
for minister-level talks aimed at defusing a 
bruising trade war that has roiled financial 
markets and sparked concerns about a global 

recession. 
Tensions eased somewhat this week after a 
series of goodwill gestures by Beijing and 
Washington. Friday's release of a report showing 
a greater-than-expected increase in U.S. retail 
sales in August could also further allay market 

concerns about a recession. 

IMF spokesman Gerry Rice told reporters on 
Thursday the trade war, now in its second year, 
was taking a toll on the global economy, eroding 
business confidence, investment and trade, but 
gave no details on the upcoming forecast. 
Economists polled by Bankrate see a 41% 
chance the U.S. economy will slip into recession 

by the time of the November 2020 presidential 
election. 
 
(Reporting by Andrea Shalal 
Editing by Sonya Hepinstall and Tom Brown) 
((andrea.shalal@tr.com; +1 202-815-7432)) 
(c) Copyright Thomson Reuters 2019. 
 
 
 
 

EMERGING MARKETS 
 

ADB-Emerging East Asia Bond Markets 

Continue Growth Despite Risks  

18-Sep-2019  
ENPNEWSWIRE-(C) 2019 ENPUBLISHING 
Release date- 18092019 - Emerging East Asia's 

local currency bond market expanded steadily 

in the second quarter of 2019 despite 
downside risks stemming from ongoing trade 
conflicts, a faster-than-expected economic 
slowdown in the People's Republic of China 
(PRC), and moderating global growth, 
according to the latest issue of the Asian 
Development Bank's (ADB) Asia Bond Monitor. 

'Foreign investment in emerging East Asia 

remains stable but there are still considerable 
potential risks. Financial stability in the region 

could be undermined if global investors change 
their views on emerging markets,' said ADB 
Chief Economist Mr. Yasuyuki Sawada. 
'Governments in the region would do well to 
continue to deepen local currency bond markets 
so they can act as a reliable local source of 
funding.' 
Emerging East Asia comprises the PRC; Hong 
Kong, China; Indonesia; the Republic of 
Korea; Malaysia; the Philippines; Singapore; 
Thailand; and Viet Nam. 

Despite the risks, foreign investment in 
emerging East Asia's bond markets remained 

stable in the second quarter. Foreign holdings of 
local currency bonds rose in the PRC on 

expectations of additional economic stimulus 
from the government, and in Indonesia on the 
back of a credit ratings upgrade. Holdings fell in 
the Republic of Korea, Malaysia, and the 
Philippines on a variety of domestic factors. 
Local currency bonds outstanding in emerging 
East Asia totaled $15.3 trillion at the end of 

June, up 3.5% in US dollar terms from the end 
of March this year and 14.2% higher than the 

end of June 2018. Bond issuance in emerging 
East Asia totaled $1.6 trillion in the second 
quarter, 12.2% higher than in the first quarter 
due to strong issuance of government bonds and 

a recovery in corporate bonds issuance. 
At the end of June, there were $9.4 trillion in 

local currency government bonds outstanding, 
13.6% higher than at end June 2018. The stock 
of corporate bonds was $5.8 trillion, up 15% 
compared with end June 2018. 
The PRC remained emerging East Asia's largest 
bond market, accounting for 75.3% of the 
region's total outstanding paper. In the PRC, the 

stock of local government bonds expanded 5.4% 
on a quarter-on-quarter basis, the fastest of any 
bond category in the PRC, following directives 
for local governments to accelerate the issuance 
and use of special bonds to support economic 

growth and finance infrastructure and other 

development projects. At the end of June, the 
PRC's debt-to-gross domestic product ratio was 
84.6% versus 78.8% at the end of June 2018. 
The Asia Bond Monitor includes three 
discussion boxes that focus on the impact of 
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US monetary policy uncertainty in emerging 
market currencies; the importance of 

domestic capital markets as a source of 
financing for corporates in emerging markets; 
and the challenges faced by financial markets 
on the use of other benchmark interest rates 
as they transition away from the widely used 
London Interbank Offered Rate, or LIBOR. 

ADB is committed to achieving a prosperous, 
inclusive, resilient, and sustainable Asia and the 
Pacific, while sustaining its efforts to eradicate 

extreme poverty. In 2018, it made commitments 
of new loans and grants amounting to $21.6 
billion. Established in 1966, it is owned by 68 
members-49 from the region. 
 
[Editorial queries for this story should be sent to 
newswire@enpublishing.co.uk] 
((Comments on this story may be sent to 
info@enpublishing.co.uk)) 
Copyright (c) 2019 M2 Communications Ltd. 
©Thomson Reuters 2019. All rights reserved. 
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