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ASIA 
 

Bahrain 

Moody's Changes Outlook On Bahrain's 

Rating To Stable, Affirms B2 Rating  

17-Dec-2018  

Dec 17 (Reuters) - Moody's: 
Moody's changes outlook on Bahrain's rating 
to stable, affirms B2 rating. 

Moody's says key driver of Bahrain's outlook 
change to stable is Moody's assessment that 
Bahrain's government & external liquidity risks 
have materially reduced. 
Moody's says expects that Bahrain's external 
vulnerability will remain very high. 

Moody's says Bahrain's government debt metrics 
will continue to deteriorate, albeit more slowly 
than previously envisaged. 
Moody's says Bahrain's government, external 

liquidity risks have materially reduced following 
$10 billion financial support package 
announcement from GCC neighbors. 

Moody's says expects that, despite some fiscal 
consolidation, Bahrain's government debt 
burden will continue to rise. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

China 

China plans to issue local govt bonds 

earlier, step up pace  

17-Dec-2018  
BEIJING/SHANGHAI, Dec 17 (Reuters) - China 

plans to begin issuing new local government 
bonds for 2019 in January, earlier than usual, 
two sources with knowledge of the matter 

told Reuters on Monday, as the authorities try 
to counter slowing growth worsened by the 
Sino-U.S. trade war. 
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Local government bond issuance typically begins 

in March, following the approval of quotas at the 

National People's Congress, or annual meeting of 
the nation's parliament. But a source said a plan 
to advance issuance in 2019 could be passed at 
a meeting of the standing committee of the NPC 
next week. 
The source said local government bond 

issuance is likely to be stepped up next year, 
but that the pace of issuance would be 
smoothed out compared with 2018. 

China's local governments nearly exhausted 
annual quotas for new debt issuance in the first 
10 months of the year as the central 
government sought to combat slowing 
infrastructure investment to boost growth. 

Bond sales picked up sharply in the third quarter 

partly due to a crackdown on illegal financing 
channels such as shadow banking.  
The finance ministry did not immediately 
respond to requests for comment. 
Local governments have issued bonds worth a 
total of 4.1 trillion yuan ($594.21 billion) so far 

in 2018, according to data from the website of 
the China Central Depository and Clearing Co, 
China's primary bond clearing house. 
 
($1 = 6.8999 Chinese yuan) 
(Reporting by Xiangming Hou and Andrew Galbraith 
Editing by Jacqueline Wong) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2018. 
 
 

China remains largest foreign buyer of 

U.S. Treasury bonds in Oct.  

18-Dec-2018  
WASHINGTON, Dec. 17 (Xinhua) -- China's 

holdings of U.S. Treasury bonds in October hit 
the lowest in a year, but the country remained 
the largest foreign buyer of U.S. government 
debt, statistics released Monday by U.S. 
Treasury Department showed. 

China's holdings of U.S. Treasuries totaled 1.139 

trillion U.S. dollars in October, down by 12.5 
billion dollars from the previous month. 
The statistics also showed that Japan, the 

second largest foreign buyer, is a net seller of 
U.S. Treasuries in October, with its holdings 
slipping to a one-year low of 1.019 trillion 
dollars, down by 9.5 billion dollars from the 
previous month. 
The two countries together still accounted for 
about a third of the total foreign holdings of 
U.S. Treasury bonds, which saw a net foreign 

outflow of 25.6 billion dollars in October. 

Washington has increased the issuance of its 
government bonds since the massive corporate 
tax cut was enacted last December. Business 

insiders have warned of imbalance between 
demand and supply. 
 
Enditem 
Copyright (c) 2018 Xinhua News Agency 
 

 

China pledges to step up tax cuts, keep 

liquidity ample to aid growth  

21-Dec-2018  
• China to keep 2019 growth within 
"reasonable range"- meeting 

• Beijing to strengthen counter-cyclical 
policy adjustments 
• China to cut taxes on a larger-scale, 
keep liquidity ample 

BEIJING, Dec 21 (Reuters) - China will step up 

tax cuts and keep liquidity ample in 2019 to 
help support economic growth, according to a 
statement from the official Xinhua news 
agency following a key annual economic 
meeting of the country's top leaders. 

China will keep next year's economic growth 

within "a reasonable range", the statement said, 
after the conclusion of the Central Economic 
Work Conference, a closed-door gathering of 
party leaders and policymakers.  
Beijing will maintain its pro-active fiscal policy 
and prudent monetary policy next year, Xinhua 

said. 
"The pro-active fiscal policy should enhance 
efficiency, implement larger-scale tax cuts 
and fee reductions, and substantially increase 
the size of local government special bonds," 
Xinhua said. 

"The prudent monetary policy should be neither 
too loose nor too tight, keeping liquidity 
reasonably ample and improving monetary 

policy transmission mechanism," it said. 
The government will strengthen counter-cyclical 
adjustments of macro-policies, and make policy 
fine-tuning in a pre-emptive way, Xinhua said. 
China will strive to support jobs, trade and 
investment and resolve financing difficulties for 
small and private firms, while curbing risks and 

financial market volatility, it said. 
To ward off a sharp growth slowdown, the 
government has in recent months unveiled a raft 
of policy measures, including cuts in banks' 
reserve requirements to boost lending, tax cuts 
and steps to fast-track infrastructure projects. 
Reuters reported this week that government 

advisers had recommended to top leaders that 
China lower 2019's growth target to 6.0-6.5 
percent at the annual meeting to map out the 
coming year's economic agenda.  
China's economic growth slowed to 6.5 percent 
in the third quarter, the weakest pace since the 

global financial crisis. Data last week showed 
surprising softness in November factory output 
and retail sales, indicating momentum is likely to 
be reduced further in the current quarter. 
 
(Reporting by Kevin Yao, Yawen Chen and Stella Qiu; 
Editing by Richard Borsuk) 
(( kevin.yao@thomsonreuters.com ; +8610 6627 
1215; Reuters Messaging: 
kevin.yao.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Georgia 

IMF allocates further $41.6 mln loan 

tranche to Georgia  

20-Dec-2018  
TBILISI, Dec 20 (Reuters) - The IMF has 

approved a further $41.6 million loan to 
Georgia after it demonstrated prudent macro-
financial policies and sound reform 
implementation, the fund said on Thursday.  

The credit is the fourth tranche under a three-
year, International Monetary Fund programme 

totalling $291.5 million, bringing total 
disbursements to $166.3 million. 
Georgia, a major conduit for Caspian oil and gas 

to Europe, has been recovering from falling 
exports and a plunge in the currencies of its 
main trading partners Russia, Turkey and 
Azerbaijan, which depressed economic growth in 

recent years. 
"Georgia's economic performance remains 
strong, but downside risks to the outlook have 
increased," the IMF said in a statement. 
"Despite the positive outturns, the authorities 
need to remain vigilant to a deteriorating 
external outlook and to sustain reform efforts 
to promote more inclusive growth." 

The Fund said that the former Soviet republic's 
banking sector remained well capitalised, liquid, 
and profitable, but dollarisation remained high. 

The inflation-targeting framework, combined 
with the floating exchange rate regime, 
continues to serve Georgia well, while the 
current monetary policy stance remains 

appropriate, it said. 
Georgia's central bank kept its key refinancing 
rate at 7 percent on Dec. 12, citing forecasts 
suggesting that annual inflation would stay close 
to its 3 percent target this year. 
"Efforts to build international reserves need to 
be stepped up given heightened external 

uncertainty and Georgia's vulnerability to 
external shocks," the Fund said. 
The central bank's total foreign currency 

reserves declined to $3.089 billion on Dec.1 
from $3.095 billion a month earlier. 
 
(Reporting by Margarita Antidze; Editing by Kirsten 
Donovan) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

Indian Bonds Steady As Investors 

Await Cues On Interest Rates   

17-Dec-2018  
By Neha Dubey 
NewsRise 
MUMBAI (Dec 17) -- Indian government bonds 

were trading little changed in afternoon 

session, as investors awaited fresh cues on 
U.S. and local interest rates. 

The benchmark 7.17% bond maturing in 2028 

changed hands at 98.19 rupees, yielding 7.45%, 
at 1:00 p.m., against 98.23 rupees and 7.44% 
yield at previous close. The local currency was 
trading at 71.68 to dollar against 71.90 at 
previous close. 
“Traders will avoid adding new positions until 

there is some fresh trigger,” a trader with a 
private bank said. “We will need to see the 
central bank commentaries before moving in 
either direction.” 

The Federal Reserve’s two-day monetary policy 
meeting starts tomorrow. While the Fed is widely 
expected to raise rates at this meeting, it might 
scale back its rate hike forecast for the next 

year, according to analysts.  
Meanwhile, the minutes of India’s Monetary 
Policy Committee December meeting are due on 
Dec. 19. 
The underlying bond market sentiment turned 
positive as data released last week showed retail 
inflation easing to a near one-and-a-half year 

low, increasing bets of monetary policy easing in 
the coming months. 
Bond traders expect the policy stance to be 
changed to ‘neutral’ from ‘calibrated 
tightening’ at the Monetary Policy 

Committee’s next meet in February. Some 
expect the rate to also be cut by 25 basis points 
after consumer price index - the MPC’s key price 

gauge - fell to 2.33% on year in November, 
staying below the 4% inflation target for a 
fourth month in a row. 
India’s appointment of former bureaucrat 
Shaktikanta Das as the Reserve Bank of India’s 
governor also boosted expectations of a dovish 
bias. Das took over as the RBI chief after Urjit 

Patel abruptly resigned on Dec. 10 amid 
reported differences with the government. The 
RBI’s central board met last week and decided to 
further examine the issue of the central bank's 
governance. 
The board did not discuss a case for changes to 

its economic capital framework at the meeting 
and a committee mandated to do so will be 

formed "soon", Economic Affairs Secretary 
Subhash Chandra Garg said on Dec. 15. The 
agenda for the RBI's next board meeting has not 
been decided yet, he added. 
Analysts expect the federal government to boost 

spending on farm and rural sectors ahead of the 
general elections, due in first half of 2019, even 
as it struggles to increase revenue from the 
goods and services tax and disinvestment. The 
government targets lowering its fiscal deficit to 
3.3% of gross domestic product this fiscal year. 
The benchmark Brent crude price was steady at 

$60.28 per barrel after slipping 1.9% in the 
previous session amid concerns over slowdown 

in global economic growth. India imports 80% of 
its crude oil requirements. 
 
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-
61353300 
- Edited by Gourab Das 
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- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Up For 2nd Day As OMO 

Quantum Hiked, Oil Prices Fall  

19-Dec-2018  
By Dharam Dhutia and Neha Dubey 

NewsRise 
MUMBAI (Dec 19) -- Indian government bonds 

rose for a second session, as the central bank 
scaled up the quantum of open market 
purchase of notes and lower oil prices 
improved inflation outlook. 

The benchmark 7.17% bond maturing in 2028 
settled at 99.67 rupees, highest since Apr.6, 

yielding 7.22% in Mumbai, against 98.85 rupees 
and a 7.35% yield yesterday. The benchmark 
bond yield has plunged 25 basis points in the 
last two sessions.  
“Since the new governor came in, there were 
hopes of some measures, and the increase in 
OMO purchase quantum is exactly a move in 

that direction, which has further added to the 
positive momentum,” said Mahendra Kumar 
Jajoo head - fixed income, Mirae Asset Global 
Investments (India). “The only caveat is the Fed 
decision. If the Fed provides a dovish guidance 
or actually does not hike rate, we are likely to 
see further rally.”  
The Reserve Bank of India yesterday 
increased the quantum of the planned open 
market purchase of government bonds for 
December by 100 billion rupees and said it 
will buy notes worth another 500 billion 

rupees in January. The liquidity conditions will 
continue to be monitored and the central bank 
will consider similar quantum of OMO buys until 

end of March 2019 depending on the 
assessment. 
The RBI has so far has bought bonds worth 1.56 
trillion rupees and is scheduled to buy notes 
worth 150 billion rupees tomorrow. 
Kotak Mahindra Bank expects OMO purchases to 
the tune of 1.50 trillion rupees in January-

March, and expects the benchmark bond yield to 
fall to 7.15% levels.  
Crude oil prices crashed yesterday, with the 
benchmark Brent crude oil contract falling to the 
lowest level in 14 months amid concerns of 
oversupply and weak demand.  
The benchmark Brent crude oil contract was last 

trading 0.1% higher at $56.33 per barrel, after 
it fell 5.6% yesterday. The benchmark Brent 
crude oil contract has collapsed by over 30% in 
this quarter. India imports about 80% of its 
crude oil requirement. 
The Indian rupee ended at 70.40 to dollar 

against 70.44 at previous close. Earlier in the 
session, it had risen to a near three-week high 

of 69.85.  
Meanwhile, the Fed is widely expected to hike 
interest rates but may scale back its rate hike 
forecast for next year. Markets are pricing in one 
more rate hike in 2019 against an earlier 

expectation of three hikes. 

The minutes of India’s latest monetary policy 

meeting are also due after market hours today. 
The rate-setting panel had earlier this month 
kept rates and the policy stance unchanged, but 
signaled its willingness to take policy actions 
based on data. 
India’s retail inflation in November eased to a 

near one-and-a-half year low, increasing bets of 
monetary policy easing in the coming months. 
 
- By Dharam Dhutia and Neha Dubey; 
dharam.dhutia@newsrise.org; 91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Bank Indonesia - Indonesia’s External 

Debt Remains Controlled  

17-Dec-2018   

Indonesia's external debt at the end of 
October 2018 remains controlled with 
healthy structure . The position of Indonesia's 
external debt at the end of October 2018 was 
USD360.5 billion, consisting of government and 
central bank debt of USD178.3 billion, and 
private including state-owned enterprises debt 

amounting to USD182.2 billion. Indonesia's 
external debt at the end of October 2018 grew 
5.3% (yoy), higher than the previous quarter's 
growth of 4.2% (yoy). The increase in the 
external debt growth was resulted from growing 
government and private external debt growth.  
Government external debt growth 

increased in October 2018. The outstanding 
of government external debt at the end of 
October 2018 was USD175.4 billion or grew 
3.3% (yoy), increasing from 2.2% (yoy) in the 
previous month. Despite the higher growth, the 
Government's external debt position went down 

from the end of September 2018 level of 
USD176.1 billion. The decrease in debt stock 

was due to the decline in the outstanding of 
loans and Government Securities (SBN) held by 
foreign investors.  
Private external debt in October 2018 
increased. The position of private external debt 

at the end of October 2018 grew 7.7% (yoy), up 
from the previous month growth of 6.7% (yoy), 
mainly driven by external debt growth of the 
electricity, gas, and water supply sector. The 
private external debt was mainly incurred by the 
financial and insurance services sector, 
manufacturing sector, electricity, gas, and water 

supply sector, as well as the mining sector. The 
share of the four sector external debt to the 

total private external debt reached 72.9%, 
relatively the same compared to the share in the 
previous month.  
The structure of Indonesia's external debt 

remains healthy. This is reflected in, among 
others, the ratio of Indonesia's external debt to 

mailto:Publicdebtnet.dt@tesoro.it
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Gross Domestic Product (GDP) at the end of 

October 2018 which was stable at around 34%. 

The ratio is still better than the peers' average. 
In addition, the structure of Indonesia's external 
debt remained dominated by long-term external 
debt amounting to 86.9% of the total external 
debt. Bank Indonesia and the Government 
continue to coordinate to monitor the 

development of external debt and optimize its 
role in supporting development financing, 
without creating risks that can affect economic 
stability.  
The complete data on the latest Indonesian 
external debt and its metadata can be obtained 

from the publication of the Indonesian Foreign 
Debt Statistics (SULNI) December 2018 edition 
on the Bank Indonesia website.  

 
(C) Copyright 2018 - Bank Indonesia 
 
 

Lebanon 

Fitch Revises Lebanon's Outlook to 

Negative; Affirms at 'B-'  

18-Dec-2018 6  
Fitch Ratings-Hong Kong-December 18: Fitch 

Ratings has revised the Outlooks on 
Lebanon's Long-Term Foreign- and Local-
Currency Issuer Default Ratings (IDR) to 
Negative from Stable and affirmed the IDRs at 
'B-'. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The revision of the Outlook on the Long-Term 

IDRs reflects a further deterioration in 
government deficits and debt dynamics and 
signs of rising pressures on Lebanon's 
financing model, including a decline in deposit 
growth, and increasing reliance on 
unorthodox measures by the central bank in 

response to these pressures. 
Lebanon's public finances have worsened in 
2018 and risks to the medium-term 

sustainability of government debt have risen. We 

forecast that the 2018 budget deficit has 
widened significantly to 10.6% of GDP, from an 
average of 8.2% of GDP in 2012-2017, because 
of hikes in public sector salaries, higher 
electricity subsidies and interest payments and a 
pick-up in capital spending. We forecast that the 

budget deficit will remain above 10% of GDP in 
2019-2020, on the back of higher interest rates, 
weak economic growth and a lack of material 
fiscal reform. Lower oil prices and the higher 
corporate tax rate introduced in 2018 will help 
marginally. We project that government 
debt/GDP will reach 158% in 2020 and will 

continue rising, to 169% in 2023. 

The salary scale adjustment in September 2017 
has been the primary driver of the larger deficit. 
In 1H18, personnel costs (which include wages, 
end of service and pension payments) were 26% 
higher than a year earlier. The cost of the 

adjustment has outweighed revenue-raising 

measures introduced in 2018 to offset the salary 

scale. Other spending lines have also pressured 

the budget in 2018, notably transfers to 
Electricite du Liban (EDL), the loss-making 
state-owned electricity company, which rose 
33% yoy in 1H, in line with global oil prices. 
Government interest payments grew by around 
8% yoy in January-September, held in check by 

the fact that Banque du Liban (BdL, the central 
bank) agreed in May to buy the equivalent of 
USD5.5 billion in Lebanese pound T-bonds at a 
rate of just 1%. In 2019, higher interest rates 
will feed through more strongly into domestic 
debt auctions and add further upward pressure 

to government interest payments, which we 
expect will equate to 49% of government 
revenue. 
Lebanese and international stakeholders 
agree that the budget deficit needs to narrow, 
but a credible, actionable plan for achieving 
this is still lacking and it remains unclear if 
political dynamics will allow for a concerted 

fiscal adjustment. At the CEDRE conference in 

April, Lebanon gained USD11 billion in pledges 
for concessional financing, which is loosely 
conditional on Lebanon reducing the budget 
deficit by 5% of GDP over five years, by 
reforming subsidies to EDL and improving tax 
compliance. However, these are long-standing 
aims in Lebanon and reform of EDL is unlikely to 

yield savings in the near term. Agreement on 
the 2019 budget is stuck until a new 

government is formed (following the election on 
6 May). 
Higher government borrowing requirements and 
rising international interest rates are placing 
extra pressure on Lebanon's financing model 

and risk undermining confidence in its 
sustainability. Deposit inflows are a key element 
of the Lebanese financing model, traditionally 
supported by confidence in the currency peg 
against the US dollar due to high BdL reserves, 
free movement of capital and attractive spreads 

on US dollar-deposits over US interest rates and 
on Lebanese pound-deposits over local US 
dollar-deposits. Deposit growth is used for 
government financing by domestic banks and FX 

deposits also support foreign reserves. 
However, private sector deposit growth in 
commercial banks has slowed, despite rising 

interest rates, with the total stock up by USD3.7 
billion in January-October, compared with a rise 
of USD5.9 billion in 2017 and an annual average 
increase of USD8.7 billion in 2011-2017. Deposit 
dollarisation has also inched up, to 69%, 
although it remains lower than during previous 
periods of stress, notably in 2005-2008. 

BdL's gross FX reserves remain high, despite 
persistently large current account deficits (23% 
of GDP in 2017), but face downward pressure. 
They were USD34.6 billion at end-October and 

likely dropped to USD33.1 billion at end-
November following repayment of maturing 

Eurobonds. BdL had gold reserves of USD11.2 
billion and other foreign assets of USD8.5 billion 
(including USD4.5 billion of Lebanese 
Eurobonds). FX reserves have fallen from 
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USD35.8 billion at end-2017, but in October still 

were equivalent to 66% of Lebanese pound 

deposits. BdL does not report a figure for net FX 
reserves. We estimate that BdL's US dollar 
liabilities to Lebanese commercial banks (USD56 
billion-USD68 billion assuming 50%-60% 
dollarisation) are larger than its foreign assets, 
although these liabilities (banks' US dollar 

deposits at BdL) are locked into long maturities. 
Nevertheless, the customer deposits used to 
fund them have much shorter maturities. 
BdL has increasingly supported the economy 
and financial system since 2011, including via 
unorthodox financial operations and stimulus 

programmes. The extent of financial operations 
in 2016-2018 by the BDL reflects the pressure 

the Lebanese economy has been under, with 

weak growth, political headwinds, persistent 
twin deficits and lack of fiscal consolidation. 
Lebanon's 'B-' IDRs reflect the very weak public 
finances, difficult political environment and 
anaemic economic performance. The ratings also 

reflect the unblemished track record of public 
debt repayment and the depth of the financial 
system (deposits in commercial banks are 
around 300% of GDP) 
Public debt is predominantly held by the 
country's large banking sector and monetary 
authority and non-resident depositors are 

mostly diaspora Lebanese. This close-knit 

nature of the financial sector has helped the 
government manage its large burden of debt 

over an extended period of time. Lebanon has 
had very few episodes of deposit outflows in the 
last 15 years. Average maturities of deposits at 
commercial banks and of commercial bank 
deposits at BdL have lengthened, as has the 

maturity profile of government debt. 
Growth prospects remain modest without 
improvements in the external environment, a 
stronger reform programme or a boost to 
investment through the implementation of 
CEDRE projects. Growth averaged 1.5% in 
2011-17, since the outbreak of the Syrian war, 

an extremely weak performance relative to the 
historical trend. In 2000-2010 real GDP growth 
averaged 5.3%. GDP per capita and broader 

human development indicators are well above 'B' 
category peers and more in line with the 'BBB' 
median, although governance indicators are 

weaker than 'B' category peers. 
Domestic and international politics weigh on the 
ratings. The factional nature of domestic politics 
renders the country vulnerable to periods of 
political vacuum and policy inertia. Most 
recently, Lebanon has been struggling to form a 
government for more than six months since the 

6 May election. Spillovers from regional 
instability continue to weigh on the economy and 
geopolitical risks persist, for example, related to 
enmity between Hizbollah and Israel, US policy 

against Iran and the rivalry between Saudi 
Arabia and Iran. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Lebanon a score 
equivalent to a rating of 'B' on the Long-Term 

Foreign-Currency (LT FC) IDR scale. 

Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
• Structural features: -1 notch, to reflect 
governance issues and political and security 
risks not fully captured in the SRM, related to 

the delicate sectarian balance in Lebanese 
society and politics, spillovers from regional 
instability and other geopolitical risks. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 

including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 

to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 

RATING SENSITIVITIES 
The main factors that could, individually or 
collectively, lead to negative rating action are: 
-Inability of the domestic banking sector to 
continue to attract sufficient deposits to keep 
funding the government and greater reliance on 
unorthodox central bank policy to help fund the 

government 
-Inability of BdL to maintain sufficient gross FX 
reserves to retain confidence in the currency 
peg. 

The main factors that could, individually or 
collectively, lead to positive rating action are: 

-An improvement in public debt dynamics, 
whether through fiscal tightening or improved 
economic performance. 
-Improved outlook for non-resident deposit 
inflows into the banking system 
-Greater confidence in the sustainability of the 
domestic political environment and greater 

regional stability reducing risks of spillover into 
Lebanon. 
KEY ASSUMPTIONS 
Fitch assumes that international oil prices will 
average USD65/b in 2019 and USD62.5/b in 

2020. 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR affirmed at 'B-
'; Outlook revised to Negative from Stable 
Long-Term Local-Currency IDR affirmed at 'B-'; 
Outlook revised to Negative from Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 

Country Ceiling affirmed at 'B-' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'B-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
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Maldives 

India's Modi gives $1.4 bln aid to 

Maldives amid worry over its China 

debt  

17-Dec-2018 26  
• Delhi tries to regain ground from China 
• New Maldives' president makes first 
overseas visit to India 
• China infrastructure boom stokes fears 
of debt 

By Sanjeev Miglani 

NEW DELHI, Dec 17 (Reuters) - India will give 

financial assistance of $1.4 billion to the 
Maldives, Prime Minister Narendra Modi said 
on Monday, the biggest aid yet to the Indian 
Ocean island nation that is grappling with 
debt from a Chinese building spree. 

Modi made the announcement after talks with 
Maldives' new president, Mohamed Ibrahim 
Solih, who defeated the pro-China strongman 

Abdulla Yameen in a surprise election result in 
October and is trying to reset ties with India. 
During a five-year construction boom in the 
Maldives, China built a sea bridge connecting the 
capital, Male, to the main airport and is 
developing the airport itself, as well as building 

housing on land reclaimed from the sea.  
But the fast-paced building activity has stoked 
fears that the Maldives has loaded up on debt 

that could be anything from $1.5 billion to more 
than $3 billion.  
Solih's administration has said it is trying to find 
out just how much the country of 400,000 

people owes China. 
Modi said India stood ready to help the Maldives 
as a close friend and neighbour.  
"For Maldives' social and economic 
development we are providing a financial 
assistance of $1.4 billion in the form of 
budgetary support, currency swap 
agreements and concessional lines of credit," 
he said during a brief media appearance with 

Solih. 

Both India and China have been trying to build 

regional influence in the Maldives and other 
Indian Ocean countries such as Sri Lanka that lie 
along vital shipping lanes. 
Soon after he took over last month, Solih said 
state coffers had been looted over the past few 

years and warned that the country was in 
financial difficulty after racking up debt with 
Chinese lenders. 
Solih said the Maldives and India had signed 
agreements to cooperate on trade, health and 
defence. India would help improve Maldives' 
security through joint patrols as well as aerial 

surveillance, officials said. 
India's big worry has been that China's 

expansive diplomacy in the region was aimed at 
securing an outpost on an island in the Maldives. 
Modi said he had discussed regional security 
with Solih and both had agreed not to allow each 
other's territory to be used against the other.  

 

(Reporting by Krishna N. Das 
Editing by Sanjeev Miglani, Robert Birsel) 
(( Krishna.Das@tr.com ; +91-98711-18314, +91 11 
4954 8026; Reuters Messaging: 
Krishna.Das.thomsonreuters.com@reuters.net , 

Twitter: https://twitter.com/krishnadas56 )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Oman 

Fitch Downgrades Oman to 'BB+'; 

Outlook Stable  

18-Dec-2018  
Fitch Ratings-Hong Kong-December 18: Fitch 
Ratings has downgraded Oman's Long-Term 

Foreign-Currency Issuer Default Rating (IDR) to 
'BB+' from 'BBB-'with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
The downgrade reflects the following key rating 
drivers: 
Despite a sharp increase in average oil prices 
this year, we expect Oman's budget deficit to 
narrow only gradually to 9% of GDP, still one 

of the largest deficits among Fitch-rated 

sovereigns. This has exposed the rigidity of 
public expenditure and weaknesses in Oman's 
fiscal policy framework. We estimate that 
Oman's underlying fiscal stance has become 

more expansionary in 2018, as measured by a 
widening of the non-oil primary deficit. 

Although additional hydrocarbon revenue and 
some non-oil revenue measures have narrowed 
the deficit from around 14% of GDP in 2017 and 
more than 21% of GDP in 2016, government 
spending has increased again. This is despite 
continued restraint on the civil service payroll 
and capital spending. In nominal terms, the 

deficit will be only about 10% smaller than 
budgeted, despite oil prices averaging more 
than 30% above the 2018 budget assumption 
of USD50/bbl. We estimate that Oman would 
have needed an oil price of USD96/bbl in 
2018 to reach budget balance. 

Lower oil prices will limit policy space in 2019-
20. We forecast the fiscal deficit will widen to 
10% of GDP in 2019 under our baseline 

assumption that average Brent oil prices will 
moderate to USD65/bbl. We also assume that 
Oman's voluntary commitment to OPEC will 
constrain average oil production to the 2018 
level of around 980 thousand bbl/day, below 
capacity. Renewed spending restraint, the 
introduction of VAT and excise tax, continued 

revenue gains from the new Khazzan gas field 
and a 5% increase in oil production could narrow 
the deficit to around 7% of GDP by 2020, 
despite an assumed moderation of oil prices to 
USD62.5/bbl. 
Fiscal deficits are leading to a sharp 
deterioration in Oman's sovereign and 

external balance sheets. We expect 
government debt to continue on an upward 
trend well into the 2020s, reaching 58% of 
GDP by 2020, from 48% of GDP in 2018 and 
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well above the historical 'BBB' median of 36% 

of GDP. Sovereign net foreign assets (SNFA) will 

become a negative 8% of GDP in 2020, from an 

asset position of 7% of GDP in 2018, becoming 
worse than the 'BBB' median of 3% of GDP. This 
reflects government external borrowing, the 
drawdown of reserves and the use of the State 
General Reserve Fund (SGRF) for financing. 

Oman's overall net external debt will rise to 53% 
of GDP in 2020 from 37% of GDP in 2018, also 
reflecting SOE borrowing. The historical 'BBB' 
median net external debt is around 7% of GDP. 
The outlook for oil production, prices and the 
pass-through of oil revenues to the 
government's budget is highly uncertain. We 

estimate that a USD5/bbl change in oil prices 
could change the fiscal deficit by around 2% of 

GDP, all else equal. A change in oil production of 
around 5% (around 50 thousand bbl/day) 
relative to our forecast could shift the overall 
fiscal deficit by more than 1% of GDP. Petroleum 
Development Oman appears to be on track to 

expand oil production capacity by around 100 
thousand bbl/day from 2017 levels (a 10% 
addition to Oman's existing production). 
Oman's 'BB+' rating and Stable Outlook also 
reflect the following key rating drivers: 
Oman's ratings balance its undiversified 
economy, high fiscal and external deficits and 

debt ratios against relatively high GDP per 
capita and a SNFA position that remains for 
now stronger than that of other 'BB' category 
sovereigns. 

Oman has been able to fund its fiscal and 
external deficits from a diverse range of sources, 
and significant public sector assets greatly 
mitigate financing risks. We estimate that SGRF 

foreign assets could potentially allow the 
government to stay out of the debt markets for 
one to two years. Our assumption is for gross 
foreign issuance of around USD5 billion per year 
in 2019-2020 (after USD8 billion in 2018). Debt 
issuance will be accompanied by drawdowns of 
around USD1 billion per year from the SGRF 

(from USD1.3 billion in 2018), privatisation 
receipts of USD650 million per year and average 
gross domestic issuance equivalent to around 

USD2 billion per year. 
We expect real GDP growth of 2.8% in 2018, 
from a contraction of 0.9% in 2017. Nominal 
GDP data points to broad-based growth in 9M18, 

with a moderation of fiscal consolidation 
supporting domestic demand and with only the 
construction sector seeing a drop in activity. The 
weakness of the construction sector reflects a 
wind-down of government capital spending 
projects and is contributing to falling expatriate 

employment (down by more than 3% yoy in 
October). On the hydrocarbon side, oil and gas 
production is expanding, as is refining activity on 
the back of the commissioning of the Sohar 

refinery expansion project last year. Our 
forecasts assume that growth will fluctuate 
between 1.8% in 2019 and 3.0% in 2020, 

reflecting swings in oil production. 
There is significant potential for higher growth 
and government revenue from new hydrocarbon 

projects, which will be critical to stabilising 

public and external finances. Phase 2 of the 

Khazzan gas field could start producing in 2021, 
adding a further 0.5 billion scft/day of capacity 
(around 0.1 million boe/day), after the 1 
bscft/day addition from Phase 1 in 2017-2018. 
The recently-discovered Mabrouk field, is 
estimated to contain more than 4.7 trillion cubic 

feet of recoverable gas (a 12% addition to 
Oman's existing reserves) and 112 million 
barrels of condensate (a 2% addition to existing 
reserves of oil and condensate). The 
government is in discussions with Shell and 
Total on potential new downstream projects 

including gas-to-liquids and LNG. 
Most structural indicators are in line with the 
'BBB' median, including World Bank governance 

indicators. Fitch views the banking system as 

relatively strong, with regulatory capital at 
around 16% of risk-weighted assets and non-
performing loan ratios in the low single digits 

(despite a recent up-tick). The social pressure 

resulting from the low employment rate of 
young Omanis is a risk to public finances. The 
domestic political scene remains stable, but 
uncertainty continues to envelop the eventual 
succession to Sultan Qaboos, who has not 
publicly designated a successor. The constitution 
stipulates that the ruling family must choose a 

new Sultan within three days of the post 
becoming vacant, otherwise a letter containing 
the sultan's recommendation is opened. The 

economy and government budget revenues are 
still not diversified, although structural reforms 
are underway that seek to address this. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Oman a score 
equivalent to a rating of 'BBB-' on the Long-
Term Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 

IDR by applying its QO, relative to rated peers, 
as follows: 
• Public Finances: -1 notch, to reflect the 
rigidity of expenditure and a weak fiscal policy 

framework, which have contributed to a track 
record of fiscal slippages and a sharp build-up of 
net public and external debt. 

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

assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could lead to positive 

rating action are: 

• Narrowing of the budget deficit resulting 
in stabilisation of the government debt/GDP, for 
example as a result of an improved fiscal policy 
framework. 
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• Sustainable reduction of net external 

debt/GDP. 

The main factors that could lead to negative 
rating action are: 
• Continued increases in government 
debt/GDP or drawdown in assets, for example 
due to a failure to reduce the budget deficit. 
• Continued increases in net external 

debt/GDP. 
KEY ASSUMPTIONS 
Fitch assumes that Brent crude will average 
USD72.5/bbl in 2018, USD65/bbl in 2019 and 
USD62.5/bbl in 2020. 
Fitch assumes that an eventual transition of 

power from Sultan Qaboos will be smooth and 
ensure broad policy continuity. 
Fitch assumes no change to the peg of the 

Omani rial to the US dollar. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR downgraded to 
'BB+' from 'BBB-'; Outlook Stable 

Long-Term Local-Currency IDR downgraded to 
'BB+' from 'BBB-'; Outlook Stable 
Short-Term Foreign-Currency IDR downgraded 
to 'B' from 'F3' 
Short-Term Local-Currency IDR downgraded to 
'B' from 'F3' 
Country Ceiling downgraded to 'BBB-' from 'BBB' 

Issue ratings on long-term senior unsecured 
foreign-currency bonds downgraded to 'BB+' 
from 'BBB-' 
Issue ratings on the sukuk trust certificates of 

Oman Sovereign Sukuk S.A.O.C. downgraded to 
'BB+' from 'BBB-' 

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

Pakistan 

Fitch downgrades Pakistan on 

heightened refinancing risks  

17-Dec-2018  
SINGAPORE, Dec 17 (IFR) - Fitch on Friday 

downgraded Pakistan to B– from B, citing 
heightened external financing risks and 
continued worsening of its fiscal position. 
The country's liquid reserves dropped to 
US$7.3bn as of December 6, equivalent to 1.5 
months of imports, while sovereign debt service 
obligations total US$7bn–$9bn per year for the 
next three years, with a US$1bn Eurobond due 
in April next year. 
The outlook for the new rating is stable. 

Pakistan's dollar bonds due 2027 were quoted at 
a cash price of 91.75, implying a yield of 8.2%, 
according to Refinitiv data. 
Moody's has a B3 rating on Pakistan with a 
negative outlook, while S&P rates the sovereign 
B with a stable outlook. 

 
(Reporting by Daniel Stanton; Editing by Vincent 
Baby) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Philippines 

Fitch Affirms Philippines at 'BBB'; 

Outlook Stable   

20-Dec-2018  
Fitch Ratings-Hong Kong-December 19: Fitch 

Ratings has affirmed the Philippines' Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) at 'BBB' with a Stable Outlook. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
The ratings on the Philippines balance 
favourable growth prospects, lower 
government debt, and a net external creditor 
position against lower per capita income 
levels, a weaker business environment and 
lower standards of governance compared with 
its rating category peers. 

Growth prospects remain favourable, supported 
by strong domestic demand and increasing 
infrastructure investment. However, Fitch 
believes that overheating risks remain in place, 

highlighted by rapid credit growth and a 
widening current-account deficit, although the 
central bank's stated intention is to remain 

vigilant against developments that could affect 
the inflation outlook. Inflation pressures now 
appear to be easing, partly due to recent 
monetary policy tightening and easing of some 
supply-side pressures. We forecast GDP growth 
to remain strong in 2019 and 2020 at around 
6.6%, supported by robust private consumption 

and public investment. 
Nevertheless, GDP growth could come under 
downward pressure, similar to other countries in 
the region, from the slowdown in China and 

escalating trade tensions with the US, and from 
rising domestic and global interest rates. 

After peaking at 6.7% in October, inflation fell to 
6% in November, supported by a combination of 
policy rate increases, easing of supply-side 
constraints on rice availability and some 
moderation in commodity prices. Fitch expects 
full-year inflation to average 5.2% in 2018 and 
to decline to within the central bank's target 

range of 2%-4% in 2019 and 2020 as the 
cumulative rate increases of 175bp during 2018 
take effect and as the impact of excise tax hikes 
in 2018 dissipates. 
Government revenue continues to increase 
following the implementation of tax package 1A 

at the beginning of 2018. The agency expects 

central government revenue to reach 16.5% of 
GDP in 2019 and 16.7% in 2020, up from 15.6% 
in 2017. There have been delays in additional 
reforms that would improve the efficiency of the 
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tax system, but these reforms are likely to be 

revenue neutral once implemented. 

Infrastructure spending continues to drive 
central government expenditure. Disbursements 
for infrastructure and other capital outlays 
exceeded authorities' target by PHP38.2 billion 
in January-September 2018. In addition, the 
2019 draft budget contains a large allocation for 

infrastructure spending of around 4.7% of GDP, 
in line with the government's public investment 
programme that aims to increase public capex to 
7.0% of GDP by 2022. Nevertheless, Fitch 

expects the budget deficit to remain within 
manageable levels of around -3% of GDP in 
2019 and 2020, as revenue should rise 
alongside the increase in government 

expenditure. The agency therefore expects 
the government debt-to-GDP ratio to remain 
broadly stable at 37% by 2020, compared 
with an estimated 37.5% in 2018. 

A widening current-account deficit amid tighter 
global monetary conditions and a stronger dollar 
drove the peso down by around 6% against the 
US dollar in the year to date. Reserves have 
declined by USD5.7 billion since the start of the 

year, but Fitch expects coverage of current 
external payments (CXP) to remain high at 6.8 
months at end-2018. 
The Philippines maintains a net external creditor 
positon against the 'BBB' median's net debtor 
position. In addition, the Philippines is less 

vulnerable to large outflows compared with 

some of its neighbours in the region, given lower 
non-resident holdings of domestic debt and 
equities, although foreign outflows are likely in 
2019 as global monetary conditions continue to 
tighten. 
The current-account deficit is likely to have 

widened to around 2% of GDP in 2018 driven by 
strong capital goods imports and a sharp 
slowdown in exports. We expect the deficit to 
remain at around the same level in 2019 and 
2020, reflecting rising capital goods imports 
under the public investment programme. 
However, remittances and services exports 

related to the business process outsourcing 
(BPO) and tourism sectors are forecast to 

remain strong and will keep the deficit from 
widening sharply. We forecast the current-
account deficit at -1.9% in 2019 and 2020. 
Foreign direct investment inflows increased to 

USD8 billion in the first nine months of 2018, up 
24% from the same period last year, suggesting 
foreign investor sentiment remains positive. The 
recent passage of the 11th regular foreign 
investment negative list could further ease 
restrictions on foreign investment. The 
Philippines slipped by 11 notches on the recent 

World Bank's Ease of Doing Business Index 
rankings, but this was mainly on account of a 
sharp decline in its Getting Credit score. 

The Philippines' structural indicators continue to 
lag those of peers in the same rating category. 
Fitch estimates GDP per capita at end-2018 to 
reach USD3,179, compared with the 'BBB' 

median of USD10,657. In addition, standards of 
governance and human development are also 

weaker than the peer median. The Philippines 

ranks in the 41st percentile of the World Bank's 

governance indicators, compared with the 58th 
percentile of the 'BBB' median. 
Banking sector performance should remain fairly 
steady despite some asset-quality pressure from 
higher domestic inflation and interest rates. 
Resilient domestic demand and the authorities' 

ongoing infrastructure programme should 
sustain GDP and credit growth, and we expect 
credit costs to rise only modestly in 2019. Rating 
profiles should remain steady, backed by 
satisfactory risk controls, adequate loss-
absorption buffers, and generally stable funding 

and liquidity profiles. However, an unexpectedly 
steep and prolonged slowdown in activity would 
pose greater risks - especially in real estate, 

where many large conglomerates are exposed. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Philippines a 

score equivalent to a rating of 'BBB-' on the 
Long-Term Foreign-Currency IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 
• Macro: +1 notch for sound macro policy 

framework, which supports macroeconomic 
stability and higher medium-term growth 
potential. 
Fitch's SRM is the agency's proprietary multiple 

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

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

reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that, individually or 
collectively, could trigger positive rating action 
are: 

• Continued strong growth, without the 
emergence of imbalances while maintaining 

external buffers, which narrows income and 
development differentials with 'BBB' range peers 
• Strengthening of governance standards 
and implementation of reforms that improve 
structural indicators 
• Sustained broadening of the 

government's revenue base that enhances fiscal 
finances. 
The main factors that, individually or 
collectively, could trigger negative rating action 
are: 
• Reversal of reforms or a departure from 
the existing policy framework that leads to 

macro instability 
• Deterioration in external balances and 
flows that reduces the resilience of the economy 
to shocks. 
• Instability in the financial system, 
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possibly triggered by a sustained period of 

excessive credit growth. 

KEY ASSUMPTIONS 
• Global economic assumptions are 
consistent with Fitch's latest Global Economic 
Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 

'BBB'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 
'BBB'; Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F2' 
Short-Term Local-Currency IDR affirmed at 'F2' 

Country Ceiling affirmed at 'BBB+' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'BBB' 

Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'BBB' 
 
Media Relations: Peter Hoflich, Singapore, Tel: +65 
6796 7229, Email: peter.hoflich@thefitchgroup.com; 
Wai-Lun Wan, Hong Kong, Tel: +852 2263 9935, 
Email: wailun.wan@thefitchgroup.com. 
Additional information is available on 

www.fitchratings.com 
 
 

Saudi Arabia 

Saudi 2019 budget boosts spending in 

bid to spur sluggish economy   

18-Dec-2018  
• Focus on growth after years of 
austerity 
• May also mark slowing of drive to 
shrink deficit 
• Appears to imply Brent oil averaging 
$70-71 a barrel 
• Some doubt spending will be enough 

to lift demand much 
• But more stimulus may come from 
sovereign wealth fund 

By Marwa Rashad and Stephen Kalin 
RIYADH, Dec 18 (Reuters) - Saudi Arabia plans 

to increase state spending by 7 percent next 
year in an effort to spur economic growth that 
has been hurt by low oil prices, according to a 
2019 state budget announced by King Salman 
on Tuesday. 

Spending is projected to rise to an all-time high 

of 1.106 trillion riyals ($295 billion), from an 
actual 1.030 trillion riyals this year. 
"We are determined to go ahead with economic 
reform, achieving fiscal discipline, improving 
transparency and empowering the private 
sector," the king said in a nationally televised 

speech. 
The economy shrank last year and although the 
government estimates it grew 2.3 percent in 
2018, that is much slower than the boom years 

early this decade - and not enough to put much 
of a dent in a record jobless rate of 12.9 percent 
among Saudis. 

"The budget focuses on boosting activity after 
years of fiscal consolidation and weak growth," 

said Monica Malik, chief economist at Abu Dhabi 

Commercial Bank. 

Because of the ramp-up in spending, the 2019 
budget also appears to mark a slowing of Saudi 
Arabia's drive to cut a big state budget deficit 
caused by the oil price slump. 
The deficit, which the government has 
pledged to eliminate by 2023, came in at 136 
billion riyals this year, well below the 195 

billion riyal gap originally projected for 2018.  

That was partly because of higher oil export 
revenues; Brent oil has averaged about $73 a 
barrel so far this year, up from $54 in 2017. But 
Riyadh also boosted non-oil revenues with tough 
austerity steps such as the imposition of a 5 
percent value-added-tax at the start of 2018. 

Next year, the government projects only a 

minimal shrinking of the deficit to 131 billion 
riyals. Malik said her assumptions for Saudi 
gross domestic product and oil revenue 
suggested the deficit might actually widen back 
in 2019, to over seven percent of GDP from near 
four percent. 

Saudi Arabia does not disclose the oil price 
assumptions on which its planning is based, but 
Malik and some other private economists 
estimated the 2019 budget implied Brent at 
$70-71 per barrel with oil production at 10.2 
million barrels per day. 
SLOW GROWTH 

Jean-Paul Pigat, head of research at Lighthouse 
Research in Dubai, said the budget's increase in 

spending was lower than he had expected. 
"Government spending is what ultimately 
drives growth in Saudi, and the wider region, 
and without stronger stimulus, it is difficult to 
see where the spark for stronger demand will 
come from," he said. 

The government's own projections see growth in 
the non-oil part of the economy, which is key to 
creating jobs, edging up to only 2.5 percent next 
year from 2.3 percent this year.  
The Saudi private sector has been lobbying for 
relief from austerity steps such as fees for hiring 
expatriate workers, but in briefings on Tuesday, 

officials gave no sign that next year's planned 
increases in the fees might be delayed. 

The budget predicted oil revenues would jump 9 
percent to 662 billion riyals in 2019, a forecast 
that some economists called unrealistic. Many 
think oil prices are unlikely to rise much if at all 
next year. 

However, the revenue projection could be 
justified by further cuts to domestic fuel price 
subsidies -- another step which might hurt the 
private sector. Authorities have said further cuts 
will happen eventually, but did not reveal on 
Tuesday whether they were imminent. 

Pigat said additional stimulus for the economy 
might come in the form of off-budget spending 
by the Public Investment Fund, the kingdom's 

main sovereign wealth fund, which is embarking 
on multi-billion-dollar projects to develop Saudi 
Arabia's tourism, entertainment and real estate 
industries. 

Government coffers in 2018 were boosted by an 
unusual source: over 50 billion riyals in 
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settlements reached with detainees in a 

crackdown on corruption launched at the end of 

last year, Finance Minister Mohammed al-Jadaan 
said. 
Scores of top officials and businessmen were 
detained in Riyadh's Ritz-Carlton Hotel in a 
purge that began in November 2017. 
Investigators said earlier this year that they 

aimed ultimately to seize some $100 billion. 
 
(Additional reporting by Tuqa Khalid and Saeed Azhar 
in Dubai; Writing by Andrew Torchia; Editing by Mark 
Heinrich, William Maclean) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Saudi may issue bonds in currencies 

other than dollar, finance minister says  

19-Dec-2018  
DUBAI, Dec 19 (Reuters) - Saudi Arabia may 

issue bonds in currencies other than the U.S. 
dollar, the finance minister told Al Arabiya TV.  
Saudi Arabia has issued $52 billion in dollar 
bonds since it started tapping the 
international debt markets in 2016. 

Earlier this year, government representatives 

met bond investors in Taiwan to discuss the 
potential sale of Formosa bonds - debt securities 
sold in Taiwan by foreign issuers and 

denominated in currencies other than the 
Taiwanese dollar. 
 
(Reporting by Nafisa Eltahir; Writing by Davide 
Barbuscia; Editing by Hugh Lawson) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 

davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Saudi "comfortable" with oil prices, 

still seeks 2023 balanced budget 

19-Dec-2018  
More assets seized in corruption purge to 
show up in 2019 budget 
• Govt-owned company assessing value 
of illiquid assets 
• Saudi Binladin Group to have "normal 
board", likely in 2019 
• Riyadh to borrow more locally, 
considering euro and yen 

By Marwa Rashad and Stephen Kalin 
RIYADH, Dec 19 (Reuters) - Saudi Arabia's 

finance minister said on Wednesday he was 
unconcerned with current oil prices impacting 
spending plans in 2019, and the government 
still aims to close its budget deficit by 2023 
though the target is not set in stone. 

Mohammed al-Jadaan told Reuters cash 

settlements from an anti-corruption campaign, 
which generated 50 billion Saudi riyals ($13.3 
billion) in 2018, would net "not significantly less" 

in 2019. 
The authorities have said they expect to 
confiscate more than $100 billion overall from a 

purge of princes, ministers and business tycoons 

ordered by Crown Prince Mohammed bin Salman 

in November 2017. 
"We have a figure for the budget, but I can’t tell 
you what it is. It's what we received from the 
attorney general as most likely to be coming our 
way," Jadaan said in an interview at Riyadh's 
Ritz-Carlton Hotel, where suspects in the 

corruption sweep were held for up to three 
months. 
For three years - ever since Riyadh ran an 
eye-popping deficit of 367 billion riyals ($98 
billion) in 2015, threatening its financial 
stability - fiscal policy focused to a large 
extent on reassuring markets by cutting the 
deficit.  

Under an ambitious reform plan aimed at ending 

dependence on crude, the world's top oil 
exporter is seeking a balanced budget by 2023. 
The government unveiled a 1.11 trillion Saudi 
riyal ($295 billion) budget on Tuesday, the 
kingdom's largest, with a seven percent increase 
in state spending to spur economic growth and a 
projected deficit of 4.2 percent of GDP.  

"We are still targeting 2023, but what I'm saying 
is we need to realize that it is not set in stone," 
Jadaan said. "What's the point of having a 
balanced budget on 23 specifically? It could be 
22, it could be 24. We want to be disciplined, we 
want to be efficient and pro-growth." 
He said the ministry plans to borrow more 
locally than internationally, and would issue 
bonds mainly in U.S. dollars but is considering 
venturing into other currencies including euro 
and yen. 

Asked about the impact of lower oil prices on 
spending, Jadaan said: "Until today we are 
comfortable" and "even in the worst case 
scenario we are still relatively comfortable" 

given the kingdom's significant reserves and low 
debt to GDP ratio. 
Saudi Arabia does not disclose the oil price 
assumptions on which its planning is based, but 
economists have estimated the 2019 budget 
implied Brent at $70-71 per barrel with oil 
production at 10.2 million barrels per day. 

Oil stabilised on Wednesday after one of its 

biggest falls in years, but remained under 
pressure from oversupply and concern a slowing 
global economy would depress demand. 
CORRUPTION SETTLEMENTS 
Jadaan said seized assets were being managed 
and valued by a ministry-owned company, 

Istidama, run by a committee chaired by the 
commerce minister and with no connection to 
the sovereign wealth body, the Public 
Investment Fund. 
"Some of them are liquid assets, so they 
liquidate them when the market is right. Some 

of them are more sticky assets in real estate and 
other private investments that they will then 
consider what are they going to do with," he 

said.  
Construction giant Saudi Binladin Group (SBG), 
in which the government took a roughly one-
third stake under the campaign, will soon have a 

"normal board" with family members and 
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representatives of government ownership, 

according to Jadaan. 

A five-member committee charged with 
restructuring the company's governance "is 
about now to conclude," most likely in 2019, he 
said. "It's a transition. That committee is just a 
temporary supervisory committee until the 
governance is sorted out." 

Asked about the possibility of listing SBG on the 
stock market, he said: "A company with this 
kind of business you can't list for some time. It 
will need some time to go through restructuring, 
make it more business ready." 
Reuters reported in September that the family-

run company had ended up on a collision course 
with the government after chairman Bakr 
Binladin and his shareholder brothers resisted 

earlier pressure to list. 
Other businessmen rounded up in the corruption 
sweep have ceded shares in publicly-listed 
companies among other settlements. 

Among those detained was billionaire investor 
Prince Alwaleed bin Talal, who said in March he 
had reached an agreement with the government 
for his release, without disclosing details of the 
"confirmed understanding". 
Asked about the government's seizure of shares 
in publicly-traded companies under corruption 

settlements, Jadaan said: "If it is not on Tadawul 
(stock exchange), we don't own it."  
 
($1 = 3.7507 riyals) 
(Editing by Elaine Hardcastle and William Maclean) 
(( marwa.rashad@thomsonreuters.com ; 
+966114632603 ; Reuters Messaging: 
marwa.rashad.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Korea 

Moody's Says Outlook Stable For 

Korea's Financial Institutions, But 

Risks Are Rising  

17-Dec-2018  

Dec 16 (Reuters) –  
Moody's says outlook stable for Korea's 
financial institutions, but risks are rising. 

Moody's says outlook for Korean banks is stable, 
but risks for the banks are rising because of the 
weakening growth in the Korean economy. 

Moody's says outlook for Korean credit card 
companies for 2019 is negative, because of their 
falling profitability. 
Moody's says stable outlooks for the life 
insurance and non-life insurance sectors in 
Korea through 2019, as well as for securities 
companies. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 

 

South Korea to sell net 42.5 trln won 

worth of T-bonds in 2019  

20-Dec-2018  
SEOUL, Dec 20 (Reuters) - South Korea's 

finance ministry said on Thursday it would sell 
a net 42.5 trillion won ($37.63 billion) worth 
of treasury bonds in 2019, up from a net 36.7 
trillion won worth planned for this year. 

The ministry will sell a total of around 99.6 
trillion won worth of treasury bonds next year, 
which includes 57.1 trillion won worth of bonds 
to raise funds for buying back bonds or repaying 
maturing bonds, the ministry said in a 

statement. 
The ministry also announced it would issue 50-

year bonds every other month from February, 
and if necessary, in March and September 
additionally. 
Throughout next year, the ministry can issue 

bonds sold in foreign currencies up to $1.5 
billion versus $1 billion set for this year, a 
ministry official told Reuters. 
 
($1 = 1,129.5000 won) 
(Reporting by Hayoung Choi; Editing by Choonsik Yoo) 
(( hayoung.choi@thomsonreuters.com ; +822 3704 
5643; Reuters Messaging: 
hayoung.choi.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Uzbekistan 

Fitch Assigns Uzbekistan 'BB-' IDRs; 

Outlook Stable  

20-Dec-2018  

Fitch Ratings-London-December 20: Fitch 

Ratings has assigned Uzbekistan Long-Term 
Foreign- and Local-Currency Issuer Default 
Ratings (IDRs) of 'BB-'. The Outlooks are 
Stable. 
A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Uzbekistan's ratings balance a robust 
sovereign balance sheet, low government 
debt and a record of high growth relative to 
rating peers against high commodity 
dependence, high inflation and structural 
weaknesses in terms of low GDP per capita 
and weak institutional and governance levels 
relative to rating peers. 

Uzbekistan has embarked on an ambitious and 
comprehensive reform programme that seeks to 

improve macroeconomic stability and growth 
prospects, as well as addressing institutional and 
governance weaknesses in what was a heavily 
state-controlled economy. The process is taking 
place from a position of relative strength given a 

robust sovereign balance sheet, stable financial 
sector and low indebtedness. 

The external balance sheet is a key rating 
strength. Sovereign net foreign assets are 
forecast at 46% of GDP at end-2018, compared 
with -23% and 0.7% for the current 'B' and 'BB' 
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medians, respectively. Foreign exchange 

reserves are forecast at USD26.9 billion at end-

2018, equivalent to 14.8 months of current 
external payment (CXP), almost three times the 
current 'BB' median, and are expected to remain 
high (12.5 months at end-2020). The external 
liquidity ratio, forecast at 625% in 2019, is the 
highest in the 'BB' category. 

Uzbekistan Fund for Reconstruction and 
Development (UFRD), the sovereign wealth 
fund, underpins the sovereign's external and 
fiscal financing flexibility, in addition to 
supporting strategic investment projects, state-
owned enterprise (SOE) financing and funding 

for state-owned banks. Total assets of the UFRD 
were USD18 billion in 2017, and a high share of 
international reserves (43% or USD11.5 billion) 

consist of UFRD cash holdings; the CBU's share 
of international reserves' holdings consist mostly 
of gold (97%). 
Fitch expects that the recent liberalisation of 
the foreign exchange market, combined with 

strong domestic demand, public sector 
investment projects with a high import 
component and likely slower demand from 
key trade partners will pull the current 
account to a deficit of 2.7% of GDP in 2018 
and an average of 3.2% in 2019-2020, after 

an extended period of surpluses. The current 
account deficit will be financed mostly by FDI, 
but there could be a lag between the 

announcement and execution of reforms and 

foreign investment increasing above historical 
levels. Uzbekistan is a solid net external creditor 
at 49% of GDP. 
Commodity dependence is high, but the export 
base is not dominated by one product. Gold, 
natural gas, metals and cotton account for 60% 

of total exports. External buffers are strong but 
exposed to commodity price volatility as 55% of 
international reserves are gold holdings. Russia 
remains a key trading partner (especially in 
terms of non-mineral exports), the source of 
80% of migrant remittances and the main 
foreign investor in the country. 

The liberalisation of the FX market in September 
2017 is playing a key role in reducing 

macroeconomic distortions and improving the 
business environment and economic policy 
framework. After a 50% depreciation on 
liberalisation, and some appreciation pressures 

in 1H18, the soum has slipped by 6% against 
the US dollar since July, reflecting the weaker 
rouble and rapid import demand. Fitch expects 
the authorities to maintain increased exchange 
rate flexibility, supporting the economy's 
capacity to absorb shocks and moderating the 
build-up of external imbalances. Central bank FX 

intervention will be aimed at smoothing 
exchange rate volatility and absorbing local 
currency liquidity derived from gold purchases. 

Monetary policy is currently focused on 
addressing persistently high inflation, but 
effectiveness is hampered by still developing 
transmission channels. Fitch expects inflation to 

average 17.9% in 2018 and decline gradually to 
16.8% and 14% in 2019-2020, significantly 

above the projected 4% 'BB' median due to the 

ongoing process of adjustments to utility and 

other regulated prices, public sector wage 
increases, a weaker soum, and demand 
pressures from rapid (directed) credit growth. 
The Uzbek banking sector poses limited near-
term risks to financial stability and the sovereign 
balance sheet. The sector is dominated by state-

owned banks (83% of assets), concentrated, 
and largely exposed to public sector entities. 
Government entities such as UFRD provide 
funding to banks to channel lending to SOEs and 
strategic projects. Capitalisation levels are 
adequate, as the sovereign recapitalised state 

banks in 2017 (USD670 million). NPLs are low 
compared with regional and rating peers (1.33% 
in 3Q18), as foreign currency loans to SOEs 

were restructured in 2017 after FX liberalisation. 
Rapid growth in credit to the economy (45% yoy 
in October and mostly supporting state directed 
investment) creates moderate macroprudential 

risks. Loan and deposit dollarisation is high, 
increasing in 2017 driven by the soum 
depreciation. 
Uzbekistan has a track record of conservative 
fiscal planning and execution that has led to 
the accumulation of savings and low debt. 
General government debt is projected at 
20.9% of GDP in 2018, compared to a current 
'B' median of 60% and 'BB' median of 47%. 

All debt is external and includes 7% of GDP in 
government guarantees. Fitch expects debt to 
average 19.5% of GDP in 2019-2020. 

The government is a net creditor of 17.2% of 
GDP owing to deposits of 8%, (including USD2.1 
billion accumulated from previous surpluses of 
which USD850 million are in foreign currency) in 
addition to UFRD cash holdings. Refinancing 

risks are low with amortisations averaging 1.2% 
of GDP in 2018-2019. The structure of debt is 
favourable in terms of maturity and costs (51% 
owed to IFI creditors), but debt dynamics are 
highly exposed to currency risk as 100% is 
foreign currency-denominated. 
Fitch expects the consolidated budget 

(including regional governments and off-
budget funds such as social security) to 
remain in surplus in 2018-2019 and reach a 
balanced position in 2020, reflecting strong 
revenue growth in 2018, prudent expenditure 
execution given changes in the tax regime 

and strong VAT revenue growth. A 
comprehensive tax reform package to be 
introduced in 2019 to reduce the tax burden, 
increase formalisation and increase the 

efficiency of the tax system could cost 2pp of 
GDP, but Fitch expects this to be partly 
compensated by formalisation gains and 
improved efficiency in tax collection. 
Fitch projects that off-budget spending through 
UFRD investment and directed credit (primarily 

financing for housing development, strategic 

infrastructure and industrialisation projects), will 
lead to an augmented deficit of 2.6% of GDP in 
2018 and 2.9% in 2019-2020. These projected 
deficits will be roughly in line with the forecast 
'BB' median and will be financed mostly through 
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sovereign assets. The government has not 

issued domestic debt since 2012. 

Fitch forecasts growth to reach 5% in 2018 and 
slow slightly to 4.9% in 2019 before rising to 
5.3% in 2020, outperforming the forecast 
growth for the current 'BB' median. Growth will 
be driven by government investment in strategic 
projects, housing and infrastructure expenditure. 

Long-term growth potential is underpinned by 
favourable demographics and a rich natural 
resource endowment. GDP per capita forecast at 
USD1,188 in 2018 is less than one-fifth of the 
USD6,600 'BB' median. 
Governance indicators, as measured by the 

World Bank, are well below 'BB' and 'B' medians. 
However, after an orderly and peaceful 
transition of power in 2016, the government of 

president Shavkat Mirziyoyev has focused on 
addressing institutional weaknesses in terms of 
rule of law, government effectiveness, control of 
corruption, reducing the state presence in the 

economy and improving the business 
environment. The government has improved 
relations with neighbouring countries, and 
Uzbekistan is engaging with a variety of 
international partners, including multilateral 
organisations, to attract investment, obtain 
financing, open new markets and received 

technical assistance. 
A fast-moving, complex and broad reform 
agenda create some concerns regarding 
coordination and institutional capacity of the 

public administration to effectively plan and 
execute policy measures while minimising 

economic distortions, in Fitch's view. Despite the 
current strong commitment of the political 
leadership to the reform agenda, Fitch considers 
that the delay in the materialisation of its 
benefits in terms of higher growth, increased 
private investment and employment creation in 
combination with greater-than-expected social 

costs could cause reform fatigue, although this 
would not impact social stability. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Uzbekistan a 

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

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
• Public Finances: +1 notch, to reflect 
government deposits of 8% of GDP in addition to 

UFRD cash assets (30% of GDP) that result in 
net government debt at -17% of GDP in addition 
to low refinancing risks due to the favourable 
cost and profile of government debt. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 

including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 

our criteria that are not fully quantifiable and/or 

not fully reflected in the SRM. 

RATING SENSITIVITIES 
The main factors that could, individually or 
collectively, trigger positive rating action are: 
• Progress in entrenching macroeconomic 
stability driven by increased credibility and 
consistency of Uzbekistan's policy framework 

• Faster than anticipated improvement in 
structural indicators including GDP per capita 
and institutional factors 
• A significant strengthening of the 
sovereign balance sheet 
The main factors that could, individually or 

collectively, trigger a negative rating action are: 
• Policy slippage or inconsistencies that 
lead to widening of macroeconomic imbalances 

• A sustained fall in foreign exchange 
reserves 
• Materialisation of contingent liabilities 
that lead to sustained weakening of the 

sovereign balance sheet 
KEY ASSUMPTIONS 
Fitch assumes that the Russian economy will 
grow 1.5% in 2019 and 1.9% in 2020, and oil 
prices will average USD65 and USD62.5 in 2019 
and 2020, respectively. 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR assigned at 
'BB-'; Outlook Stable 
Long-Term Local-Currency IDR assigned at 'BB-
'; Outlook Stable 

Short-Term Foreign-Currency IDR assigned at 'B' 
Short-Term Local-Currency IDR assigned at 'B' 

Country Ceiling assigned at 'BB-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 

EUROPE 

 

Albania 

Albania to sell 3.5 bln leks (28.3 mln 

euro) of 2-year T-notes on Dec 20  

19-Dec-2018  
TIRANA (Albania), December 19 (SeeNews) – 
Albania's finance ministry will offer 3.5 billion 
leks ($32.2 million/28.3 million euro) of two-
year fixed-rate Treasury notes at an auction 
on December 20, the ministry's debt issuance 
calendar shows. 

The government securities will mature on 

December 24, 2020. 
The coupon rate on the issue edged down to 

2.0% from 2.15% at the last auction of two-year 
fixed-rate T-notes held in October, according to 
figures published on the website of the finance 
ministry. 

 
(1 euro = 122.591 leks) 
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Bulgaria 

Bulgaria c/a surplus at 4.9 pct/GDP 

through October  

18-Dec-2018  
SOFIA, Dec 18 (Reuters) - Bulgaria posted a 

current account surplus of 4.9 percent of 
gross domestic product from January to 
October compared with a surplus of 7.1 
percent in the same period a year ago, central 
bank data showed on Tuesday. 

For October alone, the current account posted a 

surplus of 56 million euros ($63.7 million), 

compared with a surplus of 79 million euros in 
October 2017. 
Foreign direct investment, much needed to 
boost sustainable growth in the Black Sea state, 
remain low at 842 million euros through 
October, compared with 1.07 billion euros in the 

same period in 2017. 
The finance ministry sees the current account 
posting a surplus of 2.9 percent of GDP in 2018, 
after 6.5 percent surplus in 2017. It expects the 
surplus to ease to 0.9 percent in 2019, mainly 
due to slower exports and a pickup in imports 
driven by domestic demand. 

 
($1 = 0.8790 euros) 
(Reporting by Tsvetelia Tsolova) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech Republic 

Czech lawmakers approve 2019 state 

budget in final reading  

19-Dec-2018  
PRAGUE, Dec 19 (Reuters) - The lower house of 

the Czech parliament approved the 2019 
central state budget on Wednesday with a 

deficit of 40 billion crowns ($1.78 billion) 
prompted by a rise in spending as the 
economy extends an expansion.  

The opposition has criticised the plan, arguing 
that in times of prosperity - the government 
sees economic growth of 2.9 percent next year - 
the state should create reserves for weaker 
years. 

The lower house voted 108-88 to approve the 
plan presented by the centre-left cabinet of 
Prime Minister Andrej Babis. 
The overall public sector, including the state 
budget as well as regional and local budgets, 
national health insurance system and various 

development and culture funds, should be in a 1 

percent surplus next year, down from 1.6 
percent in 2018.  
Government debt is expected to drop to 31.9 
percent of GDP next year from 33 percent this 
year, one of the lowest figures in the 

European Union. 

The National Budget Council, an advisory body 

of economists confirmed by parliament, has 

called the plan "not optimal". 
Pledges made by the government will bring the 
biggest year-on-year spending rise in the Czech 
Republic's modern history to about 4 billion 
euros next year, or 2 percent of annual 

economic output.  
The government has raised pensions and public 
sector salaries, and introduced benefits such as 
free intercity public transport travel for 
pensioners and students. 
Czech budgets usually outperform the approved 
plans. This year's budget plan had anticipated a 

50 billion crown deficit, but is expected to end 
the year with a lower gap.  

 
($1 = 22.5490 Czech crowns) 
(Reporting by Jan Lopatka and Robert Muller 
Editing by Mark Heinrich) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czechs plan mostly domestic debt in 

2019, may consider foreign issue  

20-Dec-2018  
PRAGUE, Dec 20 (Reuters) - The Czech Finance 

Ministry will need 331.2 billion crowns ($14.7 
billion) in gross financing next year to cover 

maturing debt and the planned budget deficit, 
it said on Thursday. 

The financing need includes 238 billion in 
maturing domestic bonds, 45.7 billion in 
maturing short-term treasury bills and 40 billion 
central state budget deficit, approved by 
parliament on Wednesday. 
The amount is 17.4 billion lower than the 

ministry had forecast a year ago for 2019. 
The ministry said it would issue at least 150 
billion in domestic bonds along the curve and 
also planned to take advantage of low short-
term yields to issue treasury bills.  

It left the door open to foreign debt issuance, 

saying it could tap foreign markets if costs 
including exchange rate risk management were 

lower than domestic ones.  
Domestic interest rates have been growing as 
the central hiked interest rates in the past 
months to 1.75 percent, opening a wide interest 
rate differential with the European Central 
Bank's zero policy rate. 
The plan confirmed core state debt would keep 

falling, to 29.9 percent of gross domestic 
product from 30.7 this year and the peak of 41.1 
percent in 2013.  
The ministry also detailed issuance for January 
and the first quarter.  
 
($1 = 22.4900 Czech crowns) 
(Reporting by Jan Lopatka; 

Editing by Alison Williams) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
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(c) Copyright Thomson Reuters 2018.  
 
 

Czech Senate ratifies EU's fiscal 

compact  

20-Dec-2018   
PRAGUE, Dec 20 (Reuters) - The Czech 

Republic was on Thursday on the verge of 
ratifying the EU treaty on fiscal stability, after 
the finance ministry said parliament's upper 
house gave its approval. 

Designed to protect the euro, the pact sets a 
ceiling on national deficits and debt. Although 
the Czech Republic has not adopted the single 
currency, it has long met the pact's fiscal 

targets. 
The Czechs expect a public sector surplus this 

year and next amid continued economic growth.  
Like other non-euro members, the Czech 
Republic will not have to adopt clauses 
containing penalties for missing the targets. 
The final stage of the process is the signature of 

President Milos Zeman. Once that happens, 
Britain will be the only European Union state not 
to have ratified the pact. 
 
(Reporting by Jan Lopatka; 
Editing by Alison Williams and John Stonestreet) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary 

Hungary prints second Panda bonds  

18-Dec-2018  
HONG KONG, Dec 18 (IFR) - The Republic of 

Hungary has raised Rmb2bn (US$290m) from 
its second Panda bond offering in China's 
interbank market. 

The three-year notes were priced at par to yield 
4.30%, within an indicative range of 3.90%-
4.50%, according to a filing on 
Chinamoney.com. 

The notes, rated AAA by China Lianhe, were also 

made available to offshore institutional investors 
via Bond Connect.  
The sovereign is rated AAA by China Lianhe and 
Baa3/BBB–/BBB– by global rating agencies. 
The proceeds will be used to finance maturing 
foreign currency debt and for the issuer’s 
general budgetary purposes, which might 

include supporting certain One Belt One Road 
initiatives.  
Hungary is the third sovereign issuer of Panda 
bonds this year after UAE emirate Sharjah in 
February and the Philippines in March. 

Bank of China was joint lead underwriter and 

lead bookrunner on the offering, with HSBC 
(China) as joint lead underwriter and joint 

bookrunner. 
Hungary registered a Rmb3bn Panda bond 
programme with the National Association of 
Financial Market Institutional Investors in June 

2017. The country made its debut in the Panda 

bond market in 2017 with an offering of Rmb1bn 

three-year notes at 4.85%. 
In March this year, Hungary returned to the yen 
market for the first time in more than 10 years 
with a ¥30bn (US$266m) three-year Samurai 
bond. 
 
(Reporting by Carol Chan; Editing by David Holland) 
(( C.Chan@thomsonreuters.com ; +852 2912 6604; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania sells 289.1 mln lei of Oct. 

2021 treasury bonds  

17-Dec-2018  
BUCHAREST, Dec 17 (Reuters) - Romania's 

finance ministry sold a less than planned 
289.1 million lei ($70.51 million) of October 
2021 treasury bonds on Monday, at an 
average yield of 3.79 percent, the central 

bank said. 
Debt managers planned to sell 600 million lei. 
They tendered the paper last time in 
November at 4.05 percent. 

Romania has sold 42 billion lei and 612 million 
euros of domestic debt this year. The finance 
ministry has also tapped foreign markets for 
3.75 billion euros of 2028, 2029, 2030, 2039 

Eurobonds and $1.2 billion of 2048 dollar bonds. 

 
($1 = 4.1001 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 527 
0313; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Romania's fin min plans banking tax to 

cap interbank rates  

18-Dec-2018  
BUCHAREST, Dec 18 (Reuters) - Romania's 

finance ministry plans to introduce a tax on 
banking assets from 2019, seeking to cap the 
interbank ROBOR interest rates at a reference 
level of 1.50 percent, minister Eugen 
Teodorovici said on Tuesday. 

The government went back and forth on its tax 

intentions last year, provoking uncertainty 
among investors and weighing on the leu 
currency, and it has enforced consumption-
friendly wage and pension hikes at the expense 
of infrastructure investment. 
Called a "tax on greed" by Teodorovici, the move 

could be approved by the leftist Social Democrat 
government by the end of the year, he added, 
together with other measures including a 15 
percent hike in state pensions in late 2019. 

The 3-and 6-month ROBOR money market rates 
were quoted at 2.71/3.04 percent and 2.95/3.34 
percent respectively on Tuesday.  

"We shouldn't be shy to call this tax a fee levied 
on greed. It's just a proposal to protect the 
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Romanians," Teodorovici told reporters. 

"The banks' exposure to state securities is the 

second largest in Europe, on the other hand, the 
banks' profit is attractive," he added. 
He said that if approved, the new tax would rise 
gradually, from zero percent for an ROBOR rate 
of 1.5 percent, to maximum 0.9 percent of 
banking sector assets for a ROBOR rate of 3.01 

to 3.50 percent. 
Teodorovici would not elaborate on how the 
government would apply this tax and he did not 
explain the mechanism.  
The government has yet to draft a budget bill 
for next year. It targets a consolidated fiscal 
deficit of just under 3 percent of GDP - the 
European Union's maximum ceiling. 

Economists polled by Reuters expect an 

overshoot to 3.1 percent of GDP this year and 
for it to reach 3.4 percent in 2019.  
Teodorovici said the new tax could bring as 
much as 3.6 billion lei ($880.82 million) to the 
state coffers, "depending on the greediness". 
 
($1 = 4.0871 lei) 
(Reporting by Radu Marinas, editing by Ed Osmond) 
(( radu.marinas@thomsonreuters.com ; +40 21 527 
0313; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Serbia 

Serbia redeems early 10 bln dinars 

(84.4 mln euro) of 3-yr   

18-Dec-2018  
December 18 (SeeNews) - Serbia's finance 

ministry said on Tuesday it completed the 
early redemption of 10 billion dinars ($96.1 
million/84.4 million euro) worth of three-year 

Treasury notes. 

The government paper, which will mature on 
February 22, 2019, was redeemed at a yield of 
3.0%, the finance ministry said in a statement. 
The repurchased government securities were 
part of a 108.7 billion dinars issue of three-year 

T-notes auctioned on February 18, 2016. The 
accepted yield at the auction was 5.95%. 

 
(1 euro = 118.436 dinars) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Serbia's reforms "broadly on track", 

IMF says  

21-Dec-2018  
BELGRADE, Dec 21 (Reuters) - Serbia's 

economic performance was strong in 2018 
and the government remains committed to 
progress on reforms next year, the IMF said 
on Friday, completing its first review of a non-
financial arrangement with Belgrade.  

Serbia, the largest of the six ex-Yugoslav 

republics, has seen its economy start to recover 
in the past three years after years of decline due 
to wars and isolation in the 1990s, followed by 

the 2008 global financial crisis. 

In October, the IMF raised Serbia's 2018 growth 

forecast to 4.2 percent from 3.5 percent, citing 
"dramatic" economic improvement, but forecast 
growth dropping to 3.5 percent in 2019 as low-
base effects wane. 
In a statement, the International Monetary 
Fund's Executive Board said Serbia continued to 

implement provisions of the non-financial Policy 
Coordination Instrument, which are tailored for 
countries that do not need the IMF's financial 
backing.  
Serbia, whose three-year 1.2 billion euros 
($1.37 billion) loan deal with the fund ended 
in February, needs the current non-financial 
arrangement to assure investors.  

"Serbia’s strong economic performance 

continues, supported by the recovery of private 
consumption and robust foreign direct 
investments and exports ... Program 
implementation is broadly on track," the IMF 
statement said.  
In October, Belgrade and the IMF agreed over a 

2019 fiscal deficit target of 0.5 percent of gross 
domestic product (GDP). Serbia is expected to 
end 2018 with a small surplus.  
The fund said that Serbia's 2019 budget 
safeguards fiscal adjustment made in recent 
years and foresees a further decline in public 
debt, while accommodating higher investments 

and unwinding of crisis-era austerity measures. 
Serbian inflation fell to 1.9 percent in November 

from 2.2 percent a month earlier, inside the 
central bank's target of 3 percent, give or take 
1.5 percentage points. 
Serbian authorities are committed to making 

progress on reforms in 2019 to foster private 
sector-led growth and ensure the country is 
bound for faster convergence with income levels 
of the European Union that it wants to join, the 
IMF said.  
 
($1 = 0.8728 euros) 
(Reporting by Aleksandar Vasovic; Editing by Mark 
Heinrich) 

(( aleksandar.vasovic@thomsonreuters.com ; 
+381113044930; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Turkey 

Turkish November budget surplus 7.6 

billion lira  

17-Dec-2018  
ANKARA, Dec 17 (Reuters) - The Turkish 

budget showed a surplus a 7.6 billion lira 
($1.41 billion) in November, Turkey's finance 
ministry said on Monday. 

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

14.8 billion lira, the ministry said. It said the 
budget showed a deficit of 54.5 billion lira in the 
first 11 months of the year. 
 
($1 = 5.3867 liras) 
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(Reporting by Istanbul newsroom; Writing by Tuvan 
Gumrukcu; Editing by David Dolan) 
(( tuvan.gumrukcu@tr.com ; +90 312 292 7021; 
@tuvangumrukcu; Reuters Messaging: 
tuvan.gumrukcu.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine 

World Bank ok's $750 mln loan 

guarantee for Ukraine 

18-Dec-2018  
KIEV, Dec 18 (Reuters) - The World Bank has 

approved a $750 million loan guarantee for 
Ukraine, President Petro Poroshenko said on 
Twitter on Tuesday, calling it proof of his 
nation's "tangible progress on the reform 
path." 
The World Bank, International Monetary Fund 

and other bodies support Ukraine with loan 
agreements conditional on Kiev passing reforms 
and tackling corruption. The IMF executive board 
was expected to meet later on Tuesday to 
approve a new stand-by loan deal for Ukraine 
worth $3.9 billion.  

 
(Reporting by Matthias Williams; 
Editing by Andrew Cawthorne) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

IMF approves $3.9 bln credit line for 

Ukraine ahead of elections  

18-Dec-2018  
By Matthias Williams and Natalia Zinets 
KIEV, Dec 18 (Reuters) - The International 

Monetary Fund approved a new $3.9 billion 
stand-by aid agreement for Ukraine on 
Tuesday, intended to help the country 
maintain stability and the trust of investors as 
it heads into a choppy election period. 

The Finance Ministry said a first tranche of $1.4 

billion should arrive by Dec. 25, and decisions on 
the next two tranches would come in May and 

November next year. 
Separately, the World Bank on Tuesday 
announced a $750 billion loan guarantee to 
help Ukraine raise an estimated $1 billion in 
debt on international markets.  

IMF aid had effectively been frozen since April 

2017 due to Ukraine's stop-start efforts to 
implement reforms and tackle corruption as 
required by the IMF and other donors. The 
government reluctantly raised household gas 
tariffs in October, a potential vote-loser that was 
seized on by the opposition.  
Ukraine holds what are likely to be tight 

presidential and parliamentary elections next 
year, while fighting a conflict in eastern Ukraine 

that has killed more than 10,000 people since 
2014. The authorities imposed martial law in 
some parts of the country in November, citing 
the threat of a Russian invasion. 
The new IMF agreement spans 14 months and 

replaces a $17.5 billion programme that has 
propped up Ukraine since it plunged into 

turmoil following the 2014 Crimea 
annexation. 

"The Fund's decision stands as an important 
display of recognition of our undeniable progress 
in macroeconomic stabilization and confirmation 
of success in reforms," Ukrainian President Petro 
Poroshenko said. 

The IMF said the programme would focus on 
four priorities, including fiscal consolidation, 
reducing inflation, strengthening the financial 
sector and pushing reforms. 
The prospect of securing more IMF loans has 
allowed the government, which must service a 
rising debt burden next year, to go to the 

market to issue new debt, and paved the way 

for the European Union and other foreign donors 
also to disburse aid. 
The World Bank approved a loan guarantee 
geared at pushing reforms and tackling 
corruption. 
"Overall, the reform programme ... addresses 

structural bottlenecks and sends a signal to 
investors about Ukraine's ability to sustain 
reforms and address macroeconomic 
vulnerabilities ahead of the 2019 elections," said 
Satu Kahkonen, World Bank Country Director for 
Ukraine.  
 
(Reporting by Matthias Williams and Natalia Zinets, 
Editing by Alison Williams and Rosalba O'Brien) 
(( matthias.williams@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Fitch Ratings: IMF Deal Eases Near-

Term Financing Risks for Ukraine  

20-Dec-2018  
Fitch Ratings-London/Moscow-December 20: 
Ukraine's new IMF programme mitigates 
near-term financing risks and will support 
improvements in macroeconomic and financial 
stability, Fitch Ratings says, but programme 
compliance and retaining bond market access 
will be important in meeting external 
sovereign funding needs beyond 2019. 

The IMF on Tuesday approved a 14-month, 

USD3.9 billion Stand-By Arrangement (SBA) for 
Ukraine, including USD1.4 billion for immediate 
disbursement. The SBA replaces the four-year 
Extended Fund Facility initiated in March 2015. 
Its approval follows a staff-level agreement in 
October. 

As we noted when we affirmed Ukraine's 'B-
'/Stable sovereign rating on 26 October, 
continued IMF engagement should mitigate 
near-term risks relating to sovereign debt 
repayments and next year's elections. External 
financing needs are high and set to increase due 
to rising external bond payments, worth USD1.7 

billion in 2019 and USD2.4 billion in 2020. 
The IMF agreement supports access to other 
external financing sources. The EU approved the 
disbursement of EUR500 million of its new 
Macro-Financial Assistance programme at the 
end of November, and the World Bank this week 
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approved a USD750 million loan guarantee. 

Shortly after the staff-level agreement, Ukraine 

issued USD2 billion of five- and 10-year 
Eurobonds. Timely compliance with the SBA will 
be key to securing access to both official and 
market financing as funding conditions for 
emerging markets globally are becoming more 
challenging. 

Easing of sovereign financing constraints will 
also support banks' ability to meet upcoming 
debt repayments. Oschadbank (B-/Stable) and 
Ukreximbank (B-/Stable) face aggregate 
repayments of USD1.4 billion on their previously 
restructured Eurobonds in March and April 2019. 

These banks' combined cash and interbank 
placements were USD1.5 billion at end-3Q18 
(including USD1.1 billion in foreign currency). 

Repayments on sovereign bonds held on their 
balance sheets will provide more foreign 
currency. Repo of these securities with the 
National Bank of Ukraine (NBU) is also possible. 
The new IMF programme will help reduce 
policy uncertainty and limit the risk of 
reversals of reforms that have strengthened 

the policy framework in recent years. The NBU 
held interest rates at 18% on 13 December, 
keeping its tight policy stance focused on 
achieving sustainable low inflation levels and 
maintaining increased exchange-rate flexibility. 

The 2019 budget targets a deficit of 2.3% of 
GDP, which would be slightly lower than in 2018 
and consistent with a gradual decline in general 

government debt from a forecast 57.7% of GDP 
(67% including guarantees) in 2018. 
Nevertheless, economic uncertainties remain, 
including the impact of continuing tensions with 

Russia, and the potential for greater-than-
anticipated domestic political uncertainty to 
weigh on the recovery in investment, put 
pressure on the hryvnia and reverse the slight 
decline in dollarisation. Presidential elections are 
due at the end of March 2019 (with a second 

round likely in April, in our view) and 
parliamentary elections on 27 October, and 
likely outcomes are unclear given the high share 
of undecided voters. 

Financing constraints limit the space for 
significant deviation from current policy settings. 
But the scope for anti-reform populism, a 

fragmented political landscape, and powerful 
vested interests present risks to smooth SBA 
implementation, as they did to previous IMF 
programmes. Ukraine is likely to need to 
maintain engagement with the IMF after the end 
of the 14-month SBA given large external debt 
repayments in 2020-2021. 
Ukraine's rating balances weak external 
liquidity and structural weaknesses against 
improved policy credibility and 
macroeconomic stability, falling government 
debt and a record of multilateral support. 

Given high external financing needs, Fitch 
considers that access to sufficient external 
market and official financing is dependent on 
regular and predictable progress under the IMF 

programme. Our sovereign credit analysis in 
2019 will focus on the impact of political 

developments on the credibility and consistency 

of the policy framework, macroeconomic and 

financial stability, and the prospects for 
continued cooperation with international 
partners. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

IMF says Argentina should cap 

upcoming wage increases at 25 pct  

19-Dec-2018  
BUENOS AIRES, Dec 19 (Reuters) - Argentina 

should cap public sector pay increases at 25 
percent to stay in line with its 2019 budget, 

the International Monetary Fund said on 
Wednesday in a review of the country's 
standby financing agreement. 

Argentina, suffering from high inflation and a 
shrinking economy, agreed in the middle of the 
year to take unpopular fiscal measures to lock in 
a $56.3 billion deal. 
On Wednesday the IMF's executive board said 

in a statement that it approved the release of 
$7.6 billion to the government, bringing total 
disbursements so far to $20.21 billion. 

Labor and opposition groups have slammed 
President Mauricio Macri for signing the 
agreement, which calls for cutting utility 
subsidies to help erase the government's 
primary fiscal deficit next year. 

"It will be important to resist pressures to 
maintain energy subsidies and increase wages. 

Reducing energy subsidies remains an important 
component of the fiscal rebalancing," the IMF 
said in its second review of the pact, also 
released on Wednesday. 
The government has agreed to wage increases 

for public sector employees in December, 
January, and February, effectively raising 
nominal wages by 14 percent in the first half of 
2019, the review said. 
"Since the 2019 budget has a 34 percent annual 
increase in wages, this will require limiting the 
next wage increase, from June 2019 to June 

2020, at no more than 25 percent," the review 
said. 

 
(Reporting by Gabriel  
Burin, writing by Hugh Bronstein) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
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(c) Copyright Thomson Reuters 2018. 
 
 

Argentina primary fiscal deficit widens 

to 33.770 bln pesos in Nov  

20-Dec-2018  
BUENOS AIRES, Dec 20 (Reuters) - Argentina 

posted a primary fiscal deficit of 33.770 billion 
pesos ($887 million) in November, up 13.9 
percent from the same period the prior year, 
the Finance Ministry said in a statement on 
Thursday.  

 
(Reporting by Jorge Otaola; Writing by Cassandra 
Garrison; Editing by Jeffrey Benkoe) 
(( Cassandra.Garrison@thomsonreuters.com ; +54 11 
4318 0645; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Brazil 

Brazil's Congress passes 2019 federal 

budget with $257 bln spending  

20-Dec-2018  

BRASILIA, Dec 19 (Reuters) - Brazil's Congress 

approved the 2019 budget for the federal 
government on Wednesday, with total 
expenses of 3.382 trillion reais ($256.57 
billion). 

Of that, 758.7 billion reais in spending are 

related to financing public debt. 
Brazil is struggling with a gaping public deficit 

coming off a deep recession, with many 
economists saying it must overhaul its pension 
system to shore up state finances.  
President-elect Jair Bolsonaro's government is 
expected to take up the issue soon after he 
assumes office on Jan. 1. 
The budget lays out a vision for the 2019 

economy with gross domestic product growth 
of 2.5 percent, inflation of 4.25 percent and a 
benchmark Selic interest rate of 8 percent, 
compared to 6.5 percent currently.  

The target for the primary budget deficit related 
to fiscal and social security spending is 139 

billion reais. 
The bill now goes to President Michel Temer to 
be signed into law. 

 
($1 = 3.8976 reais) 
(Reporting by Maria Carolina Marcello; 
Writing by Jake Spring;  
Editing by Sandra Maler) 
(( jake.spring@thomsonreuters.com ; +55 61 99653-
2429; Reuters Messaging: 
jake.spring.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/jakespring )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Colombia 

Colombia's Congress approves diluted 

tax bill  

19-Dec-2018   
BOGOTA, Dec 19 (Reuters) - Colombia's 

Congress on Wednesday approved a tax 
reform bill, watering down and almost halving 
the original revenue target, and forcing the 
government to freeze spending to meet fiscal 
goals. 

After weeks of discussion in congressional 
committees, the lower house and Senate agreed 

that the revenue goal to fund next year's budget 
will be 7.8 trillion pesos ($2.4 billion), 

considerably lower than the 14 trillion pesos in 
the original bill the administration sent to 
Congress on Oct. 31. 
Measures passed included increased income 
tax on high earners, a reduction in business 

taxes and a crackdown on tax evasion. 

But faced with a deeply divided Congress that is 
creating difficulties for right-wing President Ivan 
Duque to pass legislation, the government 
withdrew a proposal to tax basic foodstuffs. 
Instead the finance ministry will freeze 6.2 
trillion pesos in 2019 spending. 

The thinner reform makes it more likely another 
tax overhaul will be needed in the coming years, 
though some lawmakers said a tougher stance 

on tax evasion may bring enough revenue to 
prevent that. 
"This reform generates something positive in 
lowering the corporate tax burden and has an 

effective plan to fight evasion and contraband," 
said Senator Richard Aguilar, adding that if 
economic growth and evasion goals are met, "I 
don't see the need for another reform during 
this government." 
The controversial bid to place value-added tax 
on basic food had been the backbone of Finance 

Minister Alberto Carrasquilla's plan to raise the 
bulk of the reform's revenue. 
But opponents criticized it as a tax on the poor 

that would stoke inflation. 
The reduced revenue plan makes it harder for 
the government to meet terms of the so-
called fiscal rule, which aims to cut the central 
government deficit to 1 percent of gross 

domestic product in 2027. Next year it must 
meet a deficit target of 2.4 percent, down 
from 3.1 percent this year.  

While failing to meet the annual deficits targets 
may not be regarded favorably by credit rating 
agencies, which want them reduced and have 
called for a deep structural tax reform, 
Carrasquilla remained upbeat.  

"We have to show our commitment to the fiscal 
rule," he told reporters. "The full movie is what 

any rating agency - serious entities - look at." 
Moody's revised the outlook on its Baa2 rating to 
negative from stable in February. That followed 
S&P's decision to downgrade Colombia's credit 
rating last December to BBB-, one notch above 

junk, citing concerns over the fiscal deficit. 
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The reform also lowers taxes for foreign 

investors in local Treasury bonds. 

 
(Reporting by Helen Murphy and Carlos Vargas, Editing 
by Rosalba O'Brien and Phil Berlowitz) 
(( helen.murphy@thomsonreuters.com ; +571-518-
5378; Reuters Messaging: 
helen.murphy.reuters.net@reuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Costa Rica 

Costa Rica repays central bank for loan 

following tax reform  

20-Dec-2018  

By Alvaro Murillo 
San Jose, Dec 19 (Reuters) - Costa Rica said on 

Wednesday that it would repay the central 
bank for a special loan of 498 billion colones 
($833 million) that it requested in September 
to bolster the country's finances. 

The payment eases concerns sparked by the 
government's use of the so-called treasury 
letter, which had to be repaid within 90 days.  
Earlier this month, the Central American 

country's legislative assembly approved a 
package of tax increases and fiscal measures, 
which had triggered protests from some 
government workers. 
"We are managing to pay 100 percent of the 
treasury letter, six days before the deadline, 
thanks to the recovery of investor confidence 
as a direct result of the approval of the tax 

reform," Finance Minister Rocio Aguilar told a 
news conference. 

Concerns about Costa Rica's public debt, which 
has doubled over the past decade, have battered 
its bonds and currency.  
The tax reform is expected to raise about $750 
million in its first year, or about 1.3 percent of 
gross domestic product (GDP). 

But ratings firm Moody's warned earlier this 
month that it would likely be insufficient to 
reduce Costa Rica's high debt. The agency 
downgraded the country's rating and placed it 

on negative outlook. 
 
(Writing by Julia Love; Editing by Jacqueline Wong) 
(( Julia.Love@thomsonreuters.com , @byJuliaLove; 52 
(55) 5282-7131; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ecuador 

Ecuador announces $700 mln in budget 

cuts in austerity push  

18-Dec-2018  
QUITO, Dec 18 (Reuters) - Ecuador will slash 

gasoline subsidies and cut government 
workers' salaries in a bid to reduce the fiscal 
deficit by $700 million, officials said on 
Tuesday, as the cash-strapped OPEC nation 
seeks to reduce its debt load.  

Ecuadorean President Lenin Moreno clinched a 

$900 million loan from top financier China last 

week and has not ruled out a possible funding 
deal with the International Monetary Fund. The 
South American country has struggled with low 
oil prices in recent years. 
Moreno has sought to reduce the fiscal deficit 
since taking over from leftist Rafael Correa in 

2017. Moreno earned Correa's endorsement 

during the presidential campaign, but has since 
fallen out of the former populist leader's favor 
while pursuing more market-friendly policies. 
The measures announced Tuesday included a 
cut in gasoline subsidies that Finance Minister 
Richard Martinez said had cost the government 

more than $50 billion in the past 10 years. 
Prices will rise from $1.48 per gallon to $1.85 

per gallon, closer to prices in neighboring 
countries, but the hike will not apply to public 
transit, Martinez said. 
"All Ecuadoreans have been paying for the fuel 
used by luxury vehicles, like Mercedes-Benz or 

4x4s," Martinez said at a news conference, 
adding that the subsidy cut will save $400 
million a year. 
The government will also save $300 million by 
reducing the salaries of state employees, Labor 
Minister Raul Ledesma said. 
 
(Reporting by Jose Llangari 
Writing by Luc Cohen; Editing by David Gregorio) 
(( luc.cohen@thomsonreuters.com ; +58 424 133 
7696; Reuters Messaging: Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Mexico 

'Positive surprise': Investors soothed 

by Mexico budget  

17-Dec-2018  
By Dave Graham 
MEXICO CITY, Dec 16 (Reuters) - The first 

budget presented by Mexico's new leftist 

government met with a positive initial 
response from financial markets on Sunday 
with banks describing the plans to keep a lid 
on spending as credible and helpful to 
investor sentiment. 

Mexico's peso rose against the dollar in Asian 
trading after Finance Minister Carlos Urzua 
unveiled the budget on Saturday evening, 
pledging to find more money for both the elderly 

and unemployed youngsters by slimming down 
several government ministries, and in 
expectation of higher tax revenues. 
He also vowed to run a larger budget surplus, 
excluding interest payments on debt, than 
Mexico did last year. 
The budget is a major test of President Andres 

Manuel Lopez Obrador's economic credibility, 
which was shaken when he said on Oct. 29 he 
was scrapping a partly-built $13 billion new 
Mexico City airport on the basis of a 
referendum that was widely panned as 
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illegitimate. Rating agency Fitch warned it could 

downgrade the country's creditworthiness after 

the decision. 
Lopez Obrador took office on Dec. 1, and much 
of the new spending covers pledges made during 
the election campaign. 
Still, analysts at Citi said the spending promises 
were below consensus forecasts, calling the 

budget a "positive surprise" for the market. 
"Rating agencies will be kept at bay for at least 
the next six months or so, as it would take 
meaningful slippage versus the plan to trigger 
downgrades," they said in a research note.  
Mexican bank Banorte echoed the sentiment, 

predicting markets would respond well on 
Monday. 
The peso strengthened by 0.8 percent against 

the dollar in early Asian trading. 
Raul Feliz, an economist at the CIDE think tank 
in Mexico City said markets could take heart 
from the fact that "there's no really crazy stuff" 

in the budget. 
Due to be approved by Congress before the end 
of the year, the plan forecasts a slight slowdown 
in economic growth to about 2 percent next year 
from an estimated 2.3 percent in 2018. 
The package also targets a 2019 primary 
budget surplus - a figure which strips out 
payments on existing debts - of 1 percent of 

gross domestic product (GDP). That compares 
with a 0.7 percent primary surplus estimated 
for 2018. 

Still, markets are likely to monitor the progress 
of the budget closely to see if Urzua can meet 
his targets and how he reacts if his revenue 
projections prove unrealistic. 
Some analysts expressed the view that the 

budget's forecasts for economic growth, oil 
output and the exchange rate looked optimistic.  
Others said Urzua was underestimating a hit to 
revenues from a proposal to halve value-added 
tax (VAT) in Mexico's northern border region.  
BOND BALANCING ACT 
Investors soured on Lopez Obrador following 

his announcement cancelling the airport, 
dumping Mexican bonds, stocks and the peso. 
He argued the project was too costly and 
tainted by corruption, though he has not 
produced evidence to support this. 

Since then, the government has been trying to 
craft a deal with the holders of bonds that were 
issued to finance the airport. Although the two 
sides have been moving closer, the dispute 

remains a factor of uncertainty, said the CIDE's 
Feliz. 
On Sunday, Mexico declined to further sweeten 
an offer to buy back almost a third of the airport 
bonds.  
Markets are also keeping tabs on the financial 
health of heavily-indebted state oil firm 

Petroleos Mexicanos, or Pemex, which Lopez 
Obrador has pledged to revive. 

To find extra cash, the plan prescribes budget 
cuts to ministries including agriculture, transport 
and environment. 
Others facing belt-tightening measures are state 

governments, Congress and the courts, with 

which Lopez Obrador has been at odds since the 

Supreme Court this month froze a law 

mandating public sector pay reductions. 
 
(Reporting by Dave Graham; Additional reporting by 
Michael O'Boyle and Sharay Angulo; Editing by Frank 
Jack Daniel and Chris Reese) 
(( dave.graham@thomsonreuters.com ; +52 1 55 
5282 7146; Reuters Messaging: 
dave.graham.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Mexico's lower house postpones 

budget vote  

19-Dec-2018  
MEXICO CITY, Dec 18 (Reuters) - Mexico's 

lower house of Congress on Tuesday pushed 
back a vote on the revenue section of 
President Andres Manuel Lopez Obrador's 

2019 draft budget after it was quickly 
approved by the finance committee. 

Lopez Obrador's leftist government only unveiled 
the budget proposal on Saturday night. It met 
with a positive initial response from financial 
markets, with investors warming to his 
commitment to keep a lid on spending.  
The president's National Regeneration Movement 

(MORENA) and its allies dominate Congress, 
having won the first outright majority in more 
than two decades. 
The revenue section was approved by the 

finance committee without changes. But 
opposition lawmakers strongly criticized the 

proposal's cuts to a wide range of areas and 
demanded a reduction in gasoline prices.  
The revenue section reached the floor of the 
lower house on Tuesday, and discussion is 
expected to continue on Wednesday. Once 
approved, the revenue budget proposal moves 
to the Senate. 

The budget is a major test of Lopez Obrador's 
credibility, which was shaken when he said on 
Oct. 29 he was scrapping a partially built $13 
billion airport for Mexico City on the basis of a 
referendum that was widely panned as 
illegitimate. 

The leftist leader changed course on Tuesday 

and said there would be no cuts to university 
budgets, as the proposal originally called for.  
"That mistake will be repaired and the 
universities will be given what corresponds to 
them," he said at an event. 
 
(Reporting by Miguel Angel Gutierrez and Daina Beth 
Solomon; additional reporting by Diego Ore; Editing by 
Dave Graham and Jeffrey Benkoe) 
(( daina.solomon@thomsonreuters.com ; +52 55 5282 
7150; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Mexico's lower house approves 

revenues section of budget  

20-Dec-2018  

MEXICO CITY, Dec 19 (Reuters) - Mexico's 

lower house of Congress on Wednesday 
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approved the revenue section of President 
Andres Manuel Lopez Obrador's 2019 draft 

budget, sending it on to senators for their 
approval.  

The chamber postponed the vote on Tuesday 
after opposition legislators objected to cuts to a 
wide range of areas and demanded a reduction 
in gasoline prices. 
A measure proposed on Wednesday by the 

president's National Regeneration Movement 
(MORENA) to improve tax collection and combat 
tax evasion boosted the total revenues by 23.77 
billion pesos ($1.18 billion) to 5.83 trillion pesos. 
Lopez Obrador's budget proposal, unveiled on 
Saturday, was positively received by investors, 
who cheered his commitment to keep a lid on 

spending.  

The budget is a major test of Lopez Obrador's 
credibility after he said in late October that he 
would scrap a partially built $13 billion airport 
for Mexico City, the capital, alarming the private 
sector. 
 
($1 = 20.1134 Mexican pesos) 
(Reporting by Miguel Angel Gutierrez and Sharay 
Angulo; writing by Julia Love 
Editing by Leslie Adler) 
(( Julia.Love@thomsonreuters.com , @byJuliaLove; 52 
(55) 5282-7131; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Venezuela 

Venezuela creditors demand payment 

on defaulted $1.5 bln bond-lawyer  

17-Dec-2018  
By Brian Ellsworth 
CARACAS, Dec 17 (Reuters) - A group of 

creditors has demanded payment on a $1.5 

billion Venezuelan bond that is in default, 
their lawyer said on Monday, kicking off a 
long-awaited showdown between creditors 
and the crisis-wracked OPEC nation. 

President Nicolas Maduro's government and 
state-owned companies owe nearly $8 billion in 

unpaid interest and principal following this year's 
default on bonds amid a hyperinflationary 
collapse of the country's once-wealthy socialist 

economy. 
Five investment funds have demanded that 
Venezuela pay the principal and outstanding 
interest on its 2034 bond, said Mark Stancil of 
Washington-based law firm Robbins Russell, 
who represents the group. It is the first step 
in a potential legal campaign by creditors to 
recover their investments. 

The decision could trigger similar efforts by 
investors holding $60 billion in outstanding 

bonds issued by Venezuela and state oil 
company PDVSA. That could pave the way for a 

creditor dispute similar to the one that roiled 
Argentina for a decade. 
"Unfortunately, the Republic has stopped paying 
on these bonds and is in default," Stancil wrote 

in an email. "My clients have therefore exercised 
their contractual rights to protect their interests 

- and those of their investors - in the face of the 

Republic's failure to meet its obligations." 

The investors hold bonds with a face value of 
around $380 million, he said, without identifying 
the funds. Venezuela has failed to make about 
$140 million in interest payments on the bond, 
according to Refinitiv data. 
Officials from Venezuela's Information Ministry, 

Finance Ministry and Central Bank did not 
respond to a request for comment. 
The move, known as "acceleration," means the 
bond in question must be paid immediately, but 
in practice it is unlikely that Venezuela would do 
so and could require years of litigation before 

investors recoup their money.  
The group has not yet taken their claim to courts 
in New York which govern the terms of the 

dispute related the bond in question, according 
to Stancil. 
He said the group filed the acceleration request 
to Bank of New York Mellon Corp, the fiscal 

agent for the bond, on Dec. 6. It also notified 
David Syed of law firm Dentons, which is 
representing Venezuela, he added.  
Bank of New York Mellon declined to comment 
and Syed did not respond to an email seeking 
comment. 
Investors holding defaulted PDVSA and 

Venezuela bonds have until now taken few 
concrete steps in response to the default. 
Creditors do not believe Maduro is willing or 
capable of carrying out a restructuring process 

even though he has said he wants to do so.  
The acceleration move coincides with a recent 
flurry of activity among other Venezuelan 

creditors, including one group which last 
week said it had hired law firm Cleary Gottlieb 
Steen & Hamilton LLP to advise on strategic 
alternatives. 

Crystallex, a Canadian mining company that is 
seeking to collect $1.4 billion in compensation 
for the state takeover of its assets a decade ago, 
hired investment bank Moelis & Co to advise it 
on a possible sale of Citgo, PDVSA's U.S. refining 

subsidiary. 
Venezuela and PDVSA bonds have for years 
provided juicy yields due to high oil prices, 

making them a mainstay of emerging market 
bond funds that wanted to outperform the 
market.  

After most of them defaulted, the bonds now 
trade at a discount of more than 70 percent, 
while almost all of PDVSA's bonds are marked 
down by more than 80 percent.  
Maduro has said U.S. financial sanctions have 
prevented Venezuela and PDVSA from making 
timely payments.  

Investors have noted that PDVSA has made 
interest payments on several bonds, including 
the 2020 issue that is backed by shares in Citgo. 
Aid groups estimate that 1.6 million to 2 million 

Venezuelans will leave the country by the end of 
this year to escape hyperinflation and the 
extreme scarcity of food and medicine. 

 
(Additional reporting by Corina Pons and Mayela 
Armas; Editing by Jeffrey Benkoe) 
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(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
(c) Copyright Thomson Reuters 2018. 

 

AFRICA 
 

Angola 

Fitch Affirms Angola at 'B'; Outlook 

Stable  

20-Dec-2018  
Fitch Ratings-Hong Kong-December 20: Fitch 
Ratings has affirmed Angola's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B' with a Stable Outlook. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
The 'B' rating reflects Angola's diminished 
level of fiscal and external reserves, high 
public debt burden, and frequent downward 
revisions to GDP, all of which is balanced 
against its substantial FX revenue from 
hydrocarbon production, the government's 
demonstrated ability to make significant fiscal 

adjustments, and Angola's recently-
negotiated IMF programme. 

The combination of stagnating oil production and 

lower oil prices have brought Angola's external 
and fiscal buffers to their lowest point in seven 
years. Angola's gross international reserves 
declined to USD16.2 billion as of end-October 
2018, down from USD27 billion as of end-

October 2014. Reserves continued to fall in 
2018, despite a current account (CA) surplus, as 
the National Bank of Angola (BNA) deployed 
reserves to manage an orderly depreciation of 
the kwanza over the year and to increase 
foreign-currency liquidity within the economy. In 

January 2018, the BNA moved from a de facto 
peg to a weekly FX auction system that allowed 
for the FX rate versus the US dollar to move by 
as much as 2% from the previous week's 

auction. Subsequently the kwanza depreciated 
by 46% over 2018. 
In December, the IMF approved a USD3.7 

billion three-year Extended Fund Facility 
(EFF). Under the programme, USD990 million 
will disburse before the end of the year, which 
will bolster Angola's reserves and support the 

ongoing adjustments to the FX market. The 
EFF should also make it easier for Angola to 
access other sources of external financing, 
allowing the government to meet its expected 
external financing needs of approximately 6% of 

GDP in 2019 and to begin rebuilding reserves. 
Fitch expects that combined with continued 
depreciation of the kwanza and tighter fiscal 

policy reserves growth will turn positive in 2019. 
The IMF programme's main focus is fiscal 
consolidation and Angola has already 

demonstrated its ability to lower the fiscal 
deficit. The government reports that the 2018 

fiscal balance is on track for a surplus of 0.6% of 

GDP, widening to 1.5% of GDP in 2019. Fitch 

believes that unaccounted for spending and/or 
arrears clearance may take the 2018 balance 
into a small deficit, but notes that the final 
outturn will still mark a substantial narrowing 
compared with the fiscal deficit of 6.3% of GDP 
in 2017. The narrowing deficit is partly the result 

of higher oil revenues from higher prices and 
from the FX adjustment, but also reflects deep 
expenditure cuts, both to the current and capital 
budgets. 
Fitch expects additional fiscal consolidation in 
2019 and 2020, as the government implements 

a planned VAT in June 2019. Additional 
consolidation will help to reduce Angola's large 
stock of government and government-

guaranteed debt. Fitch forecasts Angola's total 

public sector debt burden to reach 81% of 
GDP as of end-2018, up from 65% at end-
2017. Of that amount, 77% of GDP is general 
government debt, with the rest composed of 
state-owned enterprise debt, most of it from 

Sonangol, the state-owned oil company. 

Angola's economy has performed below 
expectations in 2018, as oil production has fallen 
and the government slashed spending. Fitch 
forecasts GDP to contract marginally by 0.1%, 
with growth improving to 2.5% in 2019, as total 
oil and gas production experiences a small 

increase from 2018. Fitch's baseline scenario 
envisages non-oil growth increasing as the 

effects of greater foreign-currency liquidity are 
felt and the government's reform programme is 
implemented. We expect that overall GDP 
growth will average approximately 3% over the 
medium term. However, Fitch believes that 

Angola's economy will continue to be driven by 
hydrocarbon production and government 
spending for the foreseeable future, which 
leaves the country vulnerable to the risks of 
negative oil price shocks and/or long-run 
decreases in production levels. 
Fitch forecasts a current account surplus of 

1.8% of GDP in 2018, compared with a deficit of 
10% of GDP in 2015. Fitch forecasts the current 
account to remain in surplus, but expects it to 

narrow as oil export receipts fall on lower prices 
and imports increase with higher economic 
growth. The fall in official reserves and private 

sector foreign assets has taken Angola from a 
net external creditor to a net external debt 
position of 7% of GDP. 
Economic headwinds have contributed to 
deteriorated asset quality at Angola's banks, and 
weak balance sheets raise the prospect of 
contingent liabilities materialising for the 

sovereign. NPLs reached 28.8% at end-2017, 
but an ongoing clean-up of public banks should 
bring the ratio down. Nominal credit growth 
turned positive in 2018, but at approximately 

30%, it is inflated by kwanza depreciation. A 
quarter of loans are foreign currency-
denominated. Loan growth is likely to continue 

in 2019 as lending activity is correlated with the 
oil sector. The end of directed currency sales 
and the expected greater foreign currency 
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liquidity will also support growth in lending. 

Angola's ratings are constrained by structural 

weaknesses, most notably poor performance on 
governance and human development indicators 
and the highest level of commodity dependence 
among Fitch-rated sovereigns. GDP per capita is 
above the 'B' median, but this reflects the size of 
the oil sector and not of broad-based economic 

growth potential. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Angola a score 
equivalent to a rating of 'CCC+' on the Long-
Term Foreign-Currency (LT FC) IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 

as follows: 
• Macro: +1 notch, to reflect improvement 
in the economic policy framework, including FX 
regime adjustments and fiscal tightening. 

• External Finances: +1 notch, to reflect 
the expected external support from the IMF EFF 
and the additional sources of external financing 
available to Angola. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 

including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 

assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 

not fully reflected in the SRM. 
RATING SENSITIVITIES 
The Stable Outlook reflects Fitch's assessment 
that upside and downside risks to the ratings are 
currently well balanced. Consequently, Fitch's 
sensitivity analysis does not currently anticipate 
developments with a high likelihood of leading to 

a rating change. 
The main factors that, individually or 
collectively, could lead to negative rating action 
are: 
• Further deterioration of fiscal buffers 

and/or external international reserves. 
• Failure to stabilise public sector 

debt/GDP. 
• Failure to implement a reform agenda 
that supports non-oil GDP growth and maintains 
access to external financing flows. 
The main factors that could lead to positive 
rating action are: 

• A steady rise in oil revenue supporting 
an improved sovereign balance sheet and the 
rebuilding of external reserves. 
• Sustained implementation of economic 
reforms that support growth in the non-oil 
sectors of the economy. 
• An improvement in the business 

environment as well as income per capita, and 
rising governance standards. 
KEY ASSUMPTIONS 
• Fitch forecasts Brent oil to average 
USD65/bl in 2019 and USD62.5/bl in 2020. 

The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR affirmed at 'B'; 

Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'B'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'B' 

Issue ratings on long-term senior-unsecured 
foreign-currency bonds affirmed at 'B' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Gambia 

Gambia names international advisers 

to tackle debt, ministry says  

17-Dec-2018  

LONDON, Dec 17 (Reuters) - Gambia's finance 

ministry has appointed advisers to help put its 
debt on a "sustainable path", the finance 
ministry said on Monday.  

Gambia has been facing a heavy debt burden 
with the International Monetary Fund warning 

the country against any new borrowing after its 
debt reached 130 percent of gross domestic 

product at the end of last year.  
"The Ministry ... has appointed Potomac Group 
as the international financial adviser, working 
with Orrick, Herrington & Sutcliffe as 
international legal adviser, to assist with the 
development and implementation of a strategy 
to put the country's external debt on a 

sustainable path," the ministry said in an 
emailed statement.  
Gambian President Adama Barrow, who won 
elections in December 2016, has vowed to 
revive the country’s faltering economy with 
sweeping reforms as he sought to draw a line 

under the erratic 22-year rule of his predecessor 
Yahya Jammeh. 
Born of British and French colonial rivalry in the 
19th century and surrounded by francophone 
Senegal, Gambia has suffered from grinding 
poverty, in part because of Jammeh’s volatile 
rule, during which thousands of dissenters were 

jailed and scores of businesses expropriated.  
Most of Gambia's debt was contracted under 
Jammeh, either through borrowing or the 
government’s taking on the liabilities of state-
owned enterprises. 

Ebrima Darboe, director of debt management at 
the ministry, said the appointments were part of 
the government's reform agenda and was 

expected to boost growth,  
"It is the government's expectation that this 
initiative will be supported by a broad base of 
creditors, including creditors that have not 
provided the debt relief they committed in the 
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Heavily Indebted Poor Countries process," he 

said in the statement.  

Washington-based Potomac Group is a financial 
advisory firm specialising in helping 
governments on sovereign balance sheet issues. 
Thomas Laryea at Orrick, Herrington & Sutcliffe 
has advised a group of bond holders of defaulted 
Mozambique sovereign debt in the ongoing debt 

restructuring.  
 
(Reporting by Karin Strohecker, editing by Larry King) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ivory Coast 

Ivory Coast to raise up to $2.5 billion 

in 2019  

18-Dec-2018  
ABIDJAN, Dec 18 (Reuters) - Ivory Coast is 

seeking to raise up to 1.4 trillion CFA francs 
($2.5 billion) next year on regional and 
international markets, a government minister 
said on Monday. 

A budget ministry employee who declined to be 
named told Reuters that Ivory Coast was 
planning to raise most of the money through 
Eurobonds.  

"Provisional fundraising on the regional and 

international money markets is up to 1,428.9 
billion CFA francs," Moussa Sanogo, secretary of 
state in charge of the budget, told parliament.  
Ivory Coast, the world's top cocoa producer, 
approved in September a 2019 budget of 7.3 
trillion CFA francs. 

 
($1 = 574.2200 CFA francs) 
(Reporting by Loucoumane Coulibaly; Editing by 
Juliette Jabkhiro and Andrew Heavens) 
(( loucoumane.coulibaly@thomsonreuters.com ; +225 
05083848; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Morocco 

IMF approves $3 billion Precautionary 

and Liquidity Line for Morocco  

18-Dec-2018  
RABAT, Dec 18 (Reuters) - The IMF has 

approved financing of about $2.97 billion in 
the form of a Precautionary and Liquidity Line 
(PLL) to help Morocco ward off external 

economic shocks. 

"The new PLL arrangement will provide 
insurance against external shocks and support 
the authorities’ efforts to further strengthen the 

economy’s resilience and promote higher and 
more inclusive growth," the IMF Executive Board 
announced on Monday. 
The two-year arrangement will help lower the 
ratio of public debt to GDP over the medium 

term while securing priority investment and 
social spending, the IMF said on its website. 

Under this arrangement, Morocco can access 

about $1.73 billion in the first year, it said, 
adding that the authorities intend to treat the 
new arrangement as precautionary, similar to its 
previous three PLL arrangements. 
Morocco’s first PLL deal for about $6.2 billion 
was approved in August 2012. It then received 

PLL arrangements in July 2014 for $5 billion, and 
in July 2016 for $3.5 billion. 
"The PLL was introduced in 2011 to meet more 
flexibly the liquidity needs of member countries 
with sound economic fundamentals and strong 
records of policy implementation but with some 

remaining vulnerabilities," the IMF said. 
Morocco’s treasury debt-to-GDP ratio for 2019 
is expected to rise to 67.1 percent in 2019, up 
from 66.7 percent in 2018 and 65.1 percent in 
2017, according to Finance Ministry data. 

The ratio of public debt to GDP stood at 91.2 
percent in 2017, with the government planning 
to reduce it to 60 percent in 2021. 
 
(Reporting by Ahmed Eljechtimi; Editing by Kevin 
Liffey) 
(( ahmed.eljechtimi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
 
 

Morocco keeps benchmark interest rate 

at 2.25 pct  

18-Dec-2018  
By Ahmed Eljechtimi 
RABAT, Dec 18 (Reuters) - Morocco's central 

bank left its benchmark interest rate 
unchanged at 2.25 percent on Tuesday, saying 
borrowing costs were in line with medium-
term inflation and growth prospects. 

Inflation, triggered mainly by food prices, is 
expected to average 2 percent in 2018 before 

easing to 1 percent in 2019 and 1.2 percent in 
2020, the central bank, known as Bank Al 
Maghrib, said in a statement. 
Its benchmark interest rate has been at 2.25 
percent since March 2016. 
The bank forecast Morocco's economic growth 

would slow to 3.3 percent in 2018, from 4.1 
percent in 2017, and to 3.1 percent in 2019 
before picking up to 3.6 percent in 2020. 
Growth prospects are based on an expected 
cereals output of 10.3 million tonnes in 2018 
and of 8 million tonnes in both 2019 and 2020. 
Agriculture accounts for about 15 percent of 

Morocco's economy and employs nearly 35 
percent of its workforce. 
Central Bank Governor Abdellatif Jouahri told 
reporters Morocco's total public debt would 
amount to 81.9 percent of GDP in 2018 and 82 
percent in 2019 before returning to 81.8 
percent in 2020. 

Jouahri also welcomed the International 

Monetary Fund's approval on Tuesday of a 

Precautionary and Liquidity Line (PLL) worth 
about $2.97 billion as an insurance against 
economic shocks, saying the move was a 
recognition of his country's sound fundamentals. 
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Under this precautionary arrangement, the 

fourth of its kind since 2012, Morocco can access 

about $1.73 billion in the first year, the IMF 
said.  
Rising oil and gas prices have put a strain on 
Morocco's budget. The central bank said the 
current account deficit could widen to 4.4 
percent of GDP in 2018 from 3.6 percent last 

year, notably due to Morocco's energy imports. 
Foreign direct investments are expected to reach 
4.1 percent of gross domestic product in 2018 
and 3.4 percent in the next two years. 
Taking account of the international bond 
Morocco aims to issue next year, foreign 

exchange reserves are expected to rise from 
230.4 billion dirhams ($24 billion) at the end of 
2018 to 239 billion dirhams in 2019 and 235.7 

dirhams in 2020, enough to cover five months of 
imports. 
The bank projected the budget deficit would 
reach 3.7 percent of GDP in 2018, up from 3.4 

percent last year, and rise again to 3.8 percent 
in 2019 before falling back to 3.6 percent in 
2020. 
 
($1 = 9.5610 Moroccan dirham) 
(Reporting by Ahmed Eljechtimi 
Editing by Ulf Laessing and Gareth Jones) 
(( ahmed.eljechtimi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Nigeria 

Nigeria leader presents 8.83 trln naira 

2019 budget to raucous lawmakers  

19-Dec-2018  
• Budget proposal assumes $60 per 
barrel oil price 
• Spending plan assumes 2.3 mbpd oil 
production 
• President to seek second term in 
February poll 

By Paul Carsten and Camillus Eboh 
ABUJA, Dec 19 (Reuters) - Nigeria's President 

Muhammadu Buhari presented an 8.83 trillion 

naira ($28.80 billion) budget for 2019 on 
Wednesday, laying out plans to drive growth 
to a raucous parliament that highlighted 
divisions two months before an election.  

The spending plan for Africa's top oil producer 
assumes crude production of 2.3 million barrels 
a day, an oil price of $60 per barrel and an 
exchange rate of 305 naira to the dollar. 
Buhari's handling of the economy - which 

emerged from its first recession in 25 years this 
year but remains sluggish - has become a 
campaign issue.  
The main opposition candidate, businessman 
and former vice president Atiku Abubakar, has 
criticised policies implemented by Buhari since 

taking office in 2015 and vowed to double the 
size of the economy to $900 billion by 2025 if 
elected.  
Coming months after dozens of lawmakers 
defected to the opposition, Buhari received a 

rowdy reception with many of his statements 

greeted by jeers and chants of "lies", while 

supporters at times stood to applaud. 
"We are supposed to be above this," said Buhari 
at one point, in response to boos.  
Buhari said 2.28 trillion naira had been allocated 
to capital spending and 2.14 trillion naira for 
debt service, of which 80 percent was domestic 

debt that he said accounted for about 70 percent 
of the total debt. 
"Although our national debt is within sustainable 
limits, we need to increase our domestic 
resource mobilisation to bring down our debt-
revenue ratio over the medium term," he said.  

LOWER THAN 2018 BUDGET 
The spending plan is smaller than the record 
9.12 trillion-naira budget for 2018 that he 
signed into law in June.  

The 2019 budget must still be approved by 
parliament, a process that can take months. 
Previous budgets have been delayed by 
wrangling and next year there will be the added 

complication of the presidential election followed 
by gubernatorial elections weeks later. 
"The proposal is unlikely to be approved before 
February’s election, meaning that both the 
assembly and Mr. Buhari himself might be 
replaced mid-way through the process," said 
John Ashbourne, Africa economist at Capital 

Economics. 
"Even once the budget is finalised, it may not 
prove an accurate guide to actual spending," he 

said, adding: "More broadly, today’s speech 
underlined the fact that another term for Mr. 
Buhari would mean policy stability." 
Nigeria's economy grew by 1.81 percent in the 

third quarter of this year. Inflation rate rose 
slightly in November to 11.28 percent compared 
with a year ago. 
 
($1 = 306.6000 naira) 
(Additional reporting by Alexis Akwagyiram in Lagos; 
Editing by Andrew Heavens and Andrew Cawthorne) 
(( alexis.akwagyiram@thomsonreuters.com ; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

IMF's Lagarde says South Africa has 

not requested financial support  

19-Dec-2018  
PRETORIA, Dec 19 (Reuters) - The 

International Monetary Fund has not received 
any request from South Africa for a financial 
aid programme, it's managing director 
Christine Lagarde said on Wednesday, as the 
country struggles with weak economic growth 
and rising debt. 

Africa's most industrialised economy slipped into 

recession after contractions in the first two 
quarters of the year, but bounced back strongly 
in the third quarter helped by growth in 
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manufacturing, agriculture and retail. 

Growth is seen below one percent this year and 

unemployment stands at near record highs, 
triggering speculation that South Africa may ask 
the IMF for financial support. 
President Cyril Ramaphosa has pledged to re-
start growth after a decade of stagnation 
under his predecessor Jacob Zuma, but faces 
an uphill battle to fix struggling state 

companies that rely on government 
guarantees and bailouts for survival. 

"I am not here to discuss any kind of financial 
support or to negotiate any kind of programme 
and I have not received any request to that 
effect," Lagarde told reporters in Pretoria. 
"So that's crystal clear and I hope it puts to bed 
some of the rumours or noises that I have seen 

here or there about this particular matter." 
Commenting on economic developments in 
neighbouring Zimbabwe, IMF's Africa 
Department director Abede Aemro Selassie said 
it would be difficult for the fund to support the 
country's reform programme as it still had 
significant outstanding debt. 

Abede also said the preconditions for moving 
forward on a programme with Mozambique 
included clarifying the circumstances around its 
prior borrowing, as well as ensuring its overall 
debt position is sustainable, which could include 
further debt restructuring.  

Mozambique admitted in 2016 to $1.4 billion of 
previously undisclosed loans, prompting the IMF 

to cut off support and triggering a currency 
collapse and debt default. 
 
(Reporting by Emma Rumney 
Writing by Olivia Kumwenda-Mtambo 
Editing by James Macharia) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Sudan 

Sudan eyes stronger growth, exports, 

lower deficit in 2019 

18-Dec-2018  
By Khaled Abdelaziz 
KHARTOUM, Dec 18 (Reuters) - Sudan expects 

stronger economic growth, a big rise in 
exports and a reduced budget deficit next 
year, according to a draft budget approved by 
the cabinet on Tuesday. 

Prime Minister Motazz Moussa said the 2019 

budget was "based on real resources (and) 
disciplined spending", adding that the 
government would prioritise higher production of 
oil, wheat and sugar as well as digital economy 
investments. 

The budget envisages economic growth of 5.1 
percent in 2019, up from a projected 4 percent 

this year, and exports are seen jumping by 30 
percent, the cabinet said in a statement, though 
it did not say how these goals would be 

achieved. 
Revenues are expected to increase by 39 
percent to 162.8 billion Sudanese pounds 
($3.43 billion) and the budget deficit to 
decline to 3.3 percent from 3.7 percent this 
year, in 2019, it said. 

In a separate statement, President Omar al-
Bashir appeared to signal an end to fuel 
subsidies, saying there could be "no real 
economic reforms" while leaving them intact. 

Bashir also said Sudan remained "cohesive and 
stable" despite a big loss of oil revenues, 
following the secession of South Sudan in 2011. 
The revenues had accounted for 90 percent of 
exports and 40 percent of the budget, he said.  
With the secession, Sudan lost three-quarters of 
its oil output, a crucial source of foreign 

currency. 
In October, Sudan sharply devalued its currency 
after the government tasked a body of banks 
and money changers with setting the exchange 
rate on a daily basis. 
The new system was part of a package of 

measures aimed at tackling an economic crisis 
and an acute shortage of foreign currency. 
 
($1 = 47.5002 Sudanese pounds) 
(Reporting by Khaled Abdelaziz; writing by Lena Masri; 
Editing by Gareth Jones) 
(( Lena.Masri@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
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