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ASIA 
 

China 

Why bond issues always get top 

ratings in China  

16-Jul-2017  
It may seem baffling, but the rating agencies 
in China appear to give just about every bond 
the highest classification, which is one of the 

biggest reasons foreign investors are afraid of 
putting their money into its market. 

According to some of the country's top economic 

analysts and bond market players, it is the fault 
of the organisations that oversee the industry. 
"A lot of people blame China's rating agencies 
for adopting loose standards when evaluating 
bond issuers. It is not our fault - it's the 

regulators," said Mao Zhenhua, the founder and 
chief economist of China Chengxin International 
Credit Rating, one of the country's Big Four 
rating agencies. 
So far, of the 1,500 bonds issued by publicly 
traded firms covered by these four agencies, 70 

per cent are rated AA or above and 900 of them 
have been awarded the highest possible rating 
of AAA, according to Bloomberg. 
That makes international investors, who are 
used to a US-dominated rating scale running 
from a high of AAA to a low of C, with a series 
of notches in between, suspicious about 
China's bond market. 

Mao said a fragmented system of regulation 

involving several watchdogs, all competing to 

some extent, was at least part of the problem. 

The People's Bank of China oversaw the 
interbank bond market and the China Securities 
Regulatory Commission monitored exchange-
traded bonds while the China Insurance 
Regulatory Commission gave recognition to the 
ratings given by the agencies and the National 

Development and Reform Commission had the 
power to approve bond issues, he said. 
"The Chinese bond market is unique in terms 
of its competitive regulatory framework," Mao 
said at a forum held by Renmin University. 
"The competition is particularly fierce 
between the central bank and the CSRC over 
the development of the bond market under 
their jurisdictions in recent years." 

Both regulators are trying to avoid defaults in 

the market under their own jurisdictions, and 
this is pushing the ratings higher. The banking 
regulator and the insurance regulator both 
require that banks and insurers invest only in 
bonds rated AA and above. That makes the 
issuance of bonds with a rating below AA 

meaningless Mao Zhenhua, founder, China 
Chengxin International Credit Rating 
"On the other hand, both the China Banking 
Regulatory Commission and the China Insurance 
Regulatory Commission require that banks and 
insurers invest only in bonds rated AA and 
above. That makes the issuance of bonds with a 

rating below AA meaningless," Mao said. 
China opened its interbank bond market wider 
on July 3, launching a bond connect scheme that 
allows offshore investors to directly trade in its 
in¬terbank bond market through Hong Kong. 
A lack of hedging tools and an unpredictable 
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policy outlook are also seen as reasons that 

deter foreign investors from pouring their 

savings into the country's US$10 trillion debt 
market. 
By the end of 2014, just 7 per cent of 
outstanding Chinese ¬government bonds 
were held by foreign institutions, said Bu 
Yanhong, general manager of the asset 
management department under Postal 

Savings Bank of China. As for bond investment, 

I am pessimistic about the foreign inflow in the 
near future Qu Qing, chief analyst, Hua Chuang 
Securities 
The trading, custodianship and clearing of bonds 
were also fragmented under the current 
arrangements, causing confusion and deterring 
foreign investors from jumping in, she added. 

"Investors have to use different hedging tools 
when trading in the interbank market and the 
exchange market," Bu said. "Not only do the 
tools remain very limited, but the institutions 
with the licences to provide the service are 
different." 

China's bond market has come to the end of a 
three-year bull run and has seen volatility 
increase since the end of last year. It has only 
just stabilised from a major correction in April as 
liquidity tightened following the crackdown led 
by regulators to squeeze out leveraging risks, 
pushing the 10-year government bond yield to 

above 3.7 per cent on May 11. 
"As for bond investment, I am pessimistic about 

foreign inflows in the near future," said Qu Qing, 
chief analyst with Hua Chuang Securities, citing 
risks arising from policy uncertainty, be it 
taxation, macroeconomic or regulatory. 
 
Copyright © 2017 South China Morning Post All rights 
reserved. 
 
 

China increases U.S. treasuries holding 

in May  

19-Jul-2017  
WASHINGTON, July 18 (Xinhua) -- China 

increased its holding of U.S. Treasury 
securities for the fourth consecutive month in 
May, the latest data from the U.S. Treasury 
Department showed on Tuesday. 

China added its treasuries holding by 10 billion 
U.S. dollars in May, with the total holding up to 
1.1022 trillion dollars. 

China's foreign exchange reserves rose for the 
fifth month in a row in June, indicating easing 
capital flight pressure, according to data from 
the country's central bank, the People's Bank of 
China. 
China's foreign exchange regulator, the State 
Administration of Foreign Exchange, 

attributed the rise of forex reserves in June to 
stable cross-border capital flow and the 
relative appreciation of non-U.S. dollar assets. 

Japan, which overtakes China as the largest 
holder of U.S. treasuries last October, raised its 
holding by 4.4 billion dollars to 1.1113 trillion 
dollars in May. 
By the end of May, overall foreign holdings of 

U.S. Treasury securities rose to 6.1236 trillion 

dollars from April's 6.0737 trillion dollars. 

 
Copyright (c) 2017 Xinhua News Agency 
 
 

China's bond issuance rises to 3.7 

trillion yuan in June  

19-Jul-2017  
BEIJING, July 19 (Xinhua) -- The value of bonds 

issued in China totaled 3.7 trillion yuan (about 
547 billion U.S. dollars) in June, a significant 
rise from 2.9 trillion yuan in May, official data 
showed Tuesday. 

Bonds issued on the inter-bank market reached 

3.5 trillion yuan last month, also more than the 
2.7 trillion yuan in May, data from the People's 

Bank of China (PBOC) showed. 
By the end of June, bonds outstanding stood at 
68.2 trillion yuan, including 11.9 trillion yuan of 
treasury bonds, 12.4 trillion of local government 
bonds, and 16 trillion of financial bonds, PBOC 

data showed. 
China has the world's third largest bond 
market, which is growing rapidly and opening 
more widely across the globe. 

Authorities approved a mainland-Hong Kong 
bond connect program in mid-May, allowing 
investors from both sides to trade bonds on each 
other's interbank markets. 

Thanks to the program, the Chinese bond 

market could see up to 100 billion U.S. dollars of 
annual capital inflows during the next five years 
and combined foreign bond holding would 
account for 4 to 5 percent of the country's GDP, 
analysts have estimated. 
In 2016, China issued 36.1 trillion yuan in 

various kinds of bonds, up 54.2 percent from 
2015, data showed.  
 
Copyright (c) 2017 Xinhua News Agency 
 
 

India 

India Government Bonds Seen Higher 

Tracking U.S. Treasury  

17-Jul-2017  
 

By Dharam Dhutia 
NewsRise 

MUMBAI (Jul 17) -- Indian government bonds 

are likely to open higher, tracking a fall in U.S. 
Treasury yields, after weaker-than-expected 
data raised doubts on the timing of the 
Federal Reserve's next rate hike. 

The yield on the benchmark 6.79% bond 
maturing in 2027 is likely to trade in a 6.44%-
6.48% band today, a trader with a primary 

dealership said. The note had closed at 102.34 

rupees, yielding 6.46%, on Jul. 14. The 
benchmark yield fell by seven basis points last 
week, its biggest weekly fall since the week 
ended Jun. 9. 
“We may see some positive movement in bonds, 
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but any major movement on either side can be 

ruled out for the day,” the dealer said. “Also, the 

market will eye the choice of papers for auction 
this week, which may act as the next trigger.” 
The latest U.S. data showed that retail sales 
underperformed, dropping 0.2% in June, 
marking the second straight month of decline. 
Consumer prices in the country were unchanged 

in the month, as against expectations for a 0.2% 
increase. The data cast doubts on the timing of 
the Fed’s next rate increase. 
Underlying domestic sentiment remains 
positive as traders expect India’s Monetary 
Policy Committee to cut rates at its meeting 
on Aug. 2. 

India’s retail inflation cooled to 1.54% in June 

from a year earlier, the slowest pace of 

expansion since the formal introduction of the 
index in 2012, as prices of vegetables and 
pulses and products further contracted, 
government data showed. 
The MPC last month left the nation’s key interest 
rate unchanged as expected, but lowered its 

inflation projection for the year, leading to 
speculations that a rate cut will follow soon. 
The Reserve Bank of India projects inflation at 
2.0%-3.5% in the first half of this fiscal year 

and at 3.5%-4.5% in the latter half. The MPC 
aims to bring headline inflation closer to a 
previously-announced target of 4% on a 

“durable basis and in a calibrated manner”. 
KEY FACTORS: 

*U.S. Treasury prices fell, with the yield on the 
10-year note at 2.32% 
*Benchmark Brent crude oil contract rose 1.01% 
to $48.91 per barrel in the previous session 
*RBI likely to announce details of INR150 billion 

worth of weekly government bond auctions 
*RBI to conduct 7-day, 14-day and 28-day 
variable rate reverse repo auctions 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Primary Dealers Sell Net 9.52 Billion 

Rupees Of India Government Bonds 

Today  

20-Jul-2017  

By Parnika Sokhi 
NewsRise 
MUMBAI (Jul 20) -- Primary dealers were the 

largest sellers of Indian government bonds 
today, selling a net of 9.52 billion rupees, 
according to Clearing Corp. of India data 
computed by Reuters. 

Investors from 'others' category were the largest 

buyers of bonds with net purchase of 7.77 billion 
rupees, data showed. The 'others' category of 
participants in secondary bond market includes 
insurance companies, corporates and the central 
bank, among others. 
Foreign banks were net buyers of 3.03 billion 

rupees today. 

Total traded volume in sovereign bonds stood at 

327.02 billion rupees today, lower than 625.12 
billion rupees recorded yesterday. 
Indian bonds were little changed today, with the 
benchmark 6.79% bond maturing in 2027 
settling at 102.41 rupees, yielding 6.45%, 
against 102.44 rupees at previous close.  

 
- By Parnika Sokhi; Parnika.Sokhi@newsrise.org; 91-
22-61353300 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

India Govt Bonds Little Changed Ahead 

Of Weekly Debt Auction  

21-Jul-2017  
By Dharam Dhutia 
NewsRise 
MUMBAI (Jul 21) -- Indian government bonds 

trading nearly flat ahead of fresh supply today 
even as sentiment positive after ECB keeps 
rates steady. Benchmark note now at 

INR102.44, yielding 6.45%, against 

INR102.41 previous close. “Market would have 
rallied slightly but since we have supply today, 
traders are not buying much in the secondary,” 
says dealer at private bank. RBI to sell four 
bonds worth INR150 billion, which includes 

INR70 billion of 6.79% 2029 bond; central bank 

had sold INR100 billion of bonds under OMO sale 
yesterday. ECB President Draghi said bank 

would continue its monthly asset purchases at 
current rate, at least till December, against 
market expectations of definite timing on 

scaling back stimulus. “The monetary 
tightening from ECB is ruled out for the time 
being, and that is a positive for Indian bonds,” 

adds another trader. Benchmark yield pegged in 
6.44%-6.47% band until auction outcome. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited by Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Indonesia 

Fitch Assigns Indonesia's USD and EUR 

Bonds Final 'BBB-' Rating  

17-Jul-2017  

HONG KONG, July 16 (Fitch) Fitch Ratings has 

assigned Indonesia's US dollar- and euro-
denominated bonds, issued under the 
republic's global medium-term note 
programme, a final rating of 'BBB-'. 

The US dollar-denominated bonds are in two 
tranches - USD1 billion will mature in 2027 and 
USD1 billion in 2047 - while the EUR1 billion of 
bonds will mature in 2024. The final rating is in 
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line with the expected rating of 'BBB-(EXP)' 

assigned on 29 June 2017. 

KEY RATING DRIVERS 
The bond rating is in line with Indonesia's Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) of 'BBB-' with a Positive Outlook. 
RATING SENSITIVITIES 
The rating would be sensitive to any changes in 

Indonesia's Long-Term Foreign-Currency IDR. 
In December 2016, Fitch affirmed Indonesia's 
Long-Term Foreign-Currency IDR at 'BBB-' and 
revised the Outlook to Positive. The Long-Term 
Local-Currency IDR is also 'BBB-' with a Positive 
Outlook. 

 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Fitch Affirms Indonesia at 'BBB-'; 

Outlook Positive  

20-Jul-2017  
HONG KONG, July 19 (Fitch) Fitch Ratings has 

affirmed Indonesia's Long-Term Foreign- and 
Local-Currency Issuer Default Ratings (IDRs) 

at 'BBB-' with a Positive Outlook. The issue 
ratings on Indonesia's senior unsecured foreign- 
and local-currency bonds and foreign-currency 

sukuks - issued through Perusahaan Penerbit 
SBSN Indonesia - have also been affirmed at 
'BBB-'. The Country Ceiling has been affirmed at 
'BBB' and the Short-Term Foreign- and Local-
Currency IDRs at 'F3'. The senior unsecured 
short-term issues have also been affirmed at 
'F3'. 

KEY RATING DRIVERS 
Indonesia's ratings balance a low government 
debt burden, favourable growth outlook and 
limited sovereign exposure to banking-sector 
risks with weak - but strengthening - external 
finances compared with 'BBB' category peers 
and some lagging structural factors, including 
governance standards and a still difficult but 
improving - business environment. 

The Indonesian authorities have continued to 

strengthen their macroeconomic policy record 
with a focus on macro stability and sustainable 
growth since Fitch revised Indonesia's Outlook to 
Positive from Stable in December 2016. 
Bank Indonesia's (BI) monetary and exchange-
rate policies have supported a further increase in 
its foreign-exchange buffers, which reached a 

historic high of USD125 billion in May 2017, 
35% above the low after BI's "taper tantrum" 
interventions in the summer of 2013. The 
slowdown in the fast rise in corporate external 
debt, in part due to BI's external borrowing 

requirements implemented since 2015, has also 

contributed to improved resilience of Indonesia's 
external finances. Nevertheless, Indonesia is still 
dependent on commodities for its exports and 
portfolio inflows to finance a persistent, but 
manageable, current-account deficit, which Fitch 

expects to remain roughly stable at close to 

2.0% of GDP through 2019. 

Credible GDP growth assumptions in the revised 
budget for 2017 were recently approved in 
parliament, illustrating an apparent shift away 
from the overly ambitious annual growth targets 
adopted in budgets in the past several years. 
Fitch expects real GDP growth to rise to 5.2% in 

2017 and 5.6% in 2018, from 5.0% in 2016. 
Indonesia's GDP growth still compares 
favourably with peers ('BBB' median: 2.8% in 
2017), even though it is unlikely to soon return 
to the above-6% levels it enjoyed prior to the 
collapse of the commodity boom in 2012. 

A strong structural reform drive since September 
2015 is gradually improving the difficult business 
environment, including a reduction in the 

number and duration of bureaucratic procedures 
and a more standardised approach to minimum 
wage setting. The reform agenda could lose 
momentum if political and religious frictions 

become a distraction from economic policy-
making as the presidential elections of 2019 
approach. The Jakarta gubernatorial elections 
held earlier this year illustrate how such issues 
can dominate the electoral discourse. In 
addition, measures perceived as favouring 
domestic businesses could deter foreign 

investment. 
Fitch's forecast for low general government 
debt burden of 28.2% of GDP in 2017 
compares well with the 'BBB' median of 
41.2% and helps anchor Indonesia's 
investment grade rating. Fitch does not 
expect government debt to rise significantly 
as the government is adhering to a self-
imposed budget-deficit ceiling of 3% of GDP. 
The benefits of the tax authority's enhanced 

access to domestic and foreign bank data after 
the tax amnesty, as well as recently issued 
legislation on reporting requirements and 
negotiated international treaties for data 
exchange, are still uncertain, but form an upside 
risk to the government's very low revenue 
intake in the coming years. 
Fitch considers the sovereign's exposure to 

banking-sector risks as limited. Private credit 

represents only 36.9% of GDP and the banking 
system's health is relatively strong, although 
risks built up in the previous credit cycle imply a 
more challenging operating environment. This 
has led to deferral of private-sector capital 

expenditure and has increased gross non-
performing loans to 3.1% of total assets in April 
2017, from a low of 1.8% at end-2013. 
However, the banking sector's capital adequacy 
ratio is strong, at 22.6% in April 2017. 
The Indonesian economy continues to exhibit 

some structural weaknesses, notwithstanding 
the improvements resulting from the reform 
agenda, and is less developed on a number of 

metrics than many of its peers. Average per 
capita GDP remains low at USD3,823 compared 
with the 'BBB' range median of USD10,459, 
while governance continues to be weak, as 

illustrated by a low score for the World Bank 
governance indicator (41st percentile versus the 

mailto:Publicdebtnet.dt@tesoro.it
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'BBB' median of 58th percentile) and 

Transparency International's corruption index 

(90th out of 176 countries). 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Indonesia 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: 
•External Finances: -1 notch, to reflect 
Indonesia's vulnerability to changes in market 

sentiment and portfolio shifts, as a large part of 
government debt is held abroad or financed in 
foreign currency, and its relatively high net 

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 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 strengthening of the external 

finances, making Indonesia less vulnerable to 
sudden changes in foreign-investor sentiment, 
for instance through lower commodity export 
dependence or structurally higher foreign direct 
investment inflows. 
•Continued improvement of the business 
environment, tax compliance and governance 

standards. 
•Maintenance of strong and sustainable GDP 
growth. 
The rating Outlooks are Positive. Hence, Fitch 
does not anticipate a high probability of 
negative action over the forecast period. 
However, the main factors that could see the 
ratings revert to Stable Outlook are: 

•A sharp and sustained external shock to foreign 
and/or domestic investors' confidence with the 
potential to cause external financing difficulties. 
•A rise in the public debt burden, for example 
caused by breaching the budget-deficit ceiling. 
•A weakening in macroeconomic prospects, for 
example from a change in the authorities' focus 

on monetary stability or reforms to the business 
environment. 
KEY ASSUMPTIONS 
•The global economy performs broadly in line 
with Fitch's Global Economic Outlook (June 

2017) 

 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 

Additional information is available on 
www.fitchratings.com 
 
 

Iraq 

Iraq plans to sell us dollar bond deal in 

coming weeks  

18-Jul-2017  
LONDON, July 18 (IFR) - The Republic of Iraq is 

expected to issue an international bond over 
the coming weeks, sources familiar with the 
matter said on Tuesday. 

The new bond, expected to go up to US$1bn, 
will not be guaranteed by the United States 

Agency for International Development (USAID), 

which provided full faith and credit guarantee to 
Iraq's latest bond issuance last January. 
Citigroup, Deutsche Bank and JP Morgan will 
lead the transaction, which could be announced 
as early as the end of the month. 
Government representatives are expected to 

meet fixed income investors in London and 
the US ahead of the potential debt sale, said 
one of the sources. 

The three banks declined to comment. 
Iraq's prime minister said last November that 
the finance ministry planned to sell two bonds of 
US$1bn each, one of which would have been 
guaranteed by the US government. 

Earlier this month, the prime minister's website 

said the council of ministers decided to permit 
the issuance of foreign bonds and loans specific 
to the general Federal budget law for financial 
year 2017. 
The fundraising is needed to plug the country's 
budget deficit, caused by lower international oil 

prices. 
Iraq's latest bond issuance, which was 
unrated, had a five-year maturity. 
Iraq also has US$2.7bn in outstanding bonds 
issued in 2006 and maturing in 2028. Those 
notes, with a 5.8% coupon, were yielding 
about 8% on Tuesday. 

 
(Reporting by Sudip Roy; Editing by Philip Wright) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; Reuters Messaging: 
sudip.roy.thomsonreuters.com@reuters.net )) 
 
 

Malaysia 

Central Bank of Malaysia - 

International Reserves of Bank Negara 

Malaysia as at 14 July 2017  

21-Jul-2017  
The international reserves of Bank Negara 
Malaysia amounted to USD99.1 billion 
(equivalent to RM425.4 billion) as at 14 July 

2017. The reserves position is sufficient to 

finance 7.9 months of retained imports and is 
1.1 times the short-term external debt.  
 
© Bank Negara Malaysia, 2017. All rights reserved.  
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Central Bank of Malaysia published this content on 21 
July 2017 and is solely responsible for the information 
contained herein. 
(C) Copyright 2017 - Central Bank of Malaysia 
 
 

Saudi Arabia 

Saudi finance ministry says 13 banks 

qualify for domestic sukuk programme  

18-Jul-2017  
DUBAI, July 18 (Reuters) - Saudi Arabia's 

finance ministry said on Tuesday that 13 
domestic banks had qualified to participate in 
the government's planned issuance 
programme for local currency Islamic bonds. 

Alinma Bank assisted with structuring the sukuk, 
the ministry said in a brief statement which did 

not give further details or specify when issuance 
would start. It said any issues would be at the 
ministry's discretion. 
Finance minister Mohammed al-Jadaan told Al 
Arabiya television last week that local currency 
sukuk issues, designed to help Riyadh cover a 

large budget deficit caused by low oil prices, 
would begin this month. 
Besides Alinma, the other qualified banks are 
Alawwal Bank, Al Rajhi Bank, Arab National 
Bank, Bank AlBilad, Bank AlJazira, Banque Saudi 
Fransi, Gulf International Bank, Riyad Bank, 
Samba Financial Group, Saudi Investment Bank, 

National Commercial Bank and Saudi British 
Bank. 
The ministry did not say how the banks would 
participate, but commercial bankers said they 
believed the banks would act as buyers of the 
bonds in the primary market. 

Two Saudi bankers predicted the first sukuk 
offer would be around 10 billion riyals ($2.7 

billion) in size, and that issues might then be 
made monthly.  
A senior finance ministry official estimated in 
May that local debt issues would cover 25 to 35 
percent of the 2017 deficit, which is officially 
projected at almost 200 billion riyals. 
Riyadh launched local currency issues of 

domestic conventional bonds in 2015 but 
suspended them late last year after they 
strained liquidity in the banking system. 
Liquidity has since improved, and riyal money 
rates come down, as the government has paid 
overdue bills to the private sector. 
 
(Reporting by Saeed Azhar and Tom Arnold; Writing by 
Andrew Torchia) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

Sri Lanka 

Sri Lanka: Sovereign's up to US$1bn 

loan closes  

17-Jul-2017 

The general syndication process for the 
Government of Sri Lanka’s US$450m three-

year financing has been closed and the loan is 
likely to be increased to US$1bn, said sources 
familiar with the matter. 

Bank of Baroda, Deutsche Bank, Indian Bank, 
Qatar National Bank, State Bank of India and 
Sumitomo Mitsui Banking Corp were the 
mandated lead arrangers and bookrunners of 
the amortising facility, which paid a top-level all-

in pricing of 250bp based on an interest margin 
of 200bp and a two-year average life. The loan 
has a greenshoe option that allows it to be 
increased to US$1bn. 
Around 10 banks have joined the deal in 
general syndication, one source said. 
Allocations are being finalised. 
The six-bank group pre-funded the loan at a 

US$450m size in early May, and the financing 
will be transferred to the new lenders in 
August. 
Funds will be used for the development of 
projects as specified in the state budget. 

On May 4, the Democratic Socialist Republic of 
Sri Lanka raised US$1.5bn from a 10-year bond 
that priced at 6.20%, well inside the initial 
guidance of 6.625%. The bond drew a blowout 

response, attracting orders of more than 
US$11bn. Citigroup, Citic CLSA, Deutsche Bank, 
HSBC (B&D), ICBC International, JP Morgan and 
Standard Chartered were joint bookrunners. 
 
((chienmi.wong@thomsonreuters.com; +852 2912 
6611; Reuters Messaging: 
chienmi.wong.thomsonreuters.com@reuters.net; 
Twitter @TRLPC)) 
((prakash.chakravarti@thomsonreuters.com; +852 
2912 6671; Reuters Messaging: 
prakash.chakravarti.thomsonreuters.com@reuters.net; 
Twitter @TRLPC @PrakChakravarti)) 
(Editing by Luis Morais) 

 
 

Sri Lankan rupee steady; bond yields 

down after T-bill auction  

20-Jul-2017  
COLOMBO, July 20 (Reuters) - The Sri Lankan 

rupee closed steady on Thursday with dollar 
sales by exporters and foreign banks 
offsetting demand for the greenback from 
importers, while yields on government 
securities fell a day after T-bill yields came 
down, dealers said. 

They said the market is concerned that the 
downward pressure on the rupee is likely to rise 
due to the fall in government bond yields, after 

the International Monetary Fund (IMF) called for 
more monetary policy tightening and measures 
to curb strong credit growth.  
T-bill yields fell 4-22 basis points at a weekly 
auction on Wednesday. 
The fall in T-bill yields, which move in tandem 

with market interest rates, will increase the 
demand for cheap credit and add downward 
pressure on the currency, dealers said. 
The spot rupee closed at 153.70/75 per dollar, 
hardly changed from Wednesday's close of 
153.65/75. 
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"There were no large import bills and the rupee 

is not under pressure at the moment with little 

inflows coming in," a currency dealer said asking 
not to be named. 
"Bond yields have fallen after the Wednesday's 
t-bill auction." 
Central Bank Governor Indrajith Coomaraswamy 
said on Monday the rupee was still "over-valued" 

and that the central bank was still buying dollars 
to avoid any appreciation.  
The central bank is compelled to buy dollars 
from the market to meet a reserves target set 
by the IMF under a $1.5 billion, three-year 
loan programme. 

He told Reuters that the central bank had 
bought dollars in the range of $750 million to 

$800 million from the market, out of the $1.2 

billion it had planned to purchase in the 10 
months from March this year.  
Analysts expect the currency to depreciate 4 
percent this year. It has already fallen 2.6 
percent so far in 2017. 
The IMF, which completed its second review of a 

$1.5 billion loan on Tuesday, said the country's 
performance under its programme has been 
"broadly satisfactory".  
The completion of the second review will 
enable the IMF to release a third tranche of 
aid of about $167.2 million, bringing total 
disbursements under the arrangement to the 
equivalent of about $501.5 million.  

Seasonal demand for dollars is expected to pick 

up from August, dealers said. 
 
(Reporting by Shihar Aneez; Editing by Subhranshu 
Sahu) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
 
 

Thailand 

Thailand to tap 'domestic sources' for 

$5.3 bln rail project with China  

17-Jul-2017  
BANGKOK, July 17 (Reuters) - Thailand plans to 

get from "domestic sources" most of the 
funding for a 179 billion baht ($5.3 billion) 
high-speed railway project built with China, a 
finance ministry official said on Monday. 

The 873-km (542 miles) rail line, which will link 
Thailand's border with Laos to eastern ports and 
industrial zones, is part of Beijing's regional 
infrastructure drive that China originally named 

"One Belt, One Road". 
The link, in theory a centrepiece of Chinese-Thai 
cooperation, has been held up by years of 
negotiation over everything from cost and loan 
terms to land development rights. 

Last month, Thailand's military government 
invoked an executive order to kick-start the 

project. 
Under terms agreed so far, Thailand will fund 
the project and China will provide technical 

assistance.  

"As about 70-80 percent of the project's cost will 

occur in the country, so the funding will mainly 
be from domestic sources," Theeraj 
Athanavanich, bond market advisor at Thailand's 
Public Debt Management Office, told reporters. 
He did not elaborate on whether "domestic 
sources" included state budgets, bond issues or 

bank loans.  
The government will also seek some foreign 
borrowing and is negotiating with the Export-
Import Bank of China, but no conclusion has 
been reached, the official said. Some foreign 
borrowing will be for imports such as trains, 
he added.  

The current state budget has allocated 1.7 billion 
baht for designing the railway project, Theeraj 

said. 
 
($1 = 33.74 baht) 
(Reporting by Kitiphong Thaichareon; Writing by 
Orathai Sriring; Editing by Richard Borsuk) 
(( orathai.sriring@thomsonreuters.com ; +662 
6489729; Reuters Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
 

EUROPE 

 

Bulgaria 

Bulgaria sells 89.5 mln levs (45.8 mln 

euro) in 2027 T-bonds  

18-Jul-2017  
SOFIA (Bulgaria), July 18 (SeeNews) - 
Bulgaria's finance ministry said on Tuesday it 
sold 89.5 million levs ($52.8 million/45.8 
million euro) in 10.5-year Treasury bonds, 
below its target of 100 million levs. 

The average weighted yield on the issue 

maturing in July 2027 decreased to 1.63% in 
Monday's auction, from 1.78% in the previous 
auction of like government securities held in 
May, according to the ministry's statement. 
As much as 58.10% of the government paper 

was bought by pension funds, followed by the 

insurance companies with a 41.34% share and 
banks with 0.56%. 
 
(1 euro = 1.95583 levs) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Hungary 

Hungary confirms plans to issue 

"Panda" bond  

19-Jul-2017  

BUDAPEST, July 19 (Reuters) - Hungary's state 

debt agency AKK on Tuesday confirmed it has 
mandated Bank of China and HSBC to organise 
the issue of a so called "Panda" bond 
primarily for Chinese institutional investors, 
the AKK said in a statement on Wednesday. 
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The issue and the pricing will depend on market 

circumstances, it added. 

Hungary issued a dim sum, or offshore yuan 
denominated, bond last year. 
 
(Reporting by Marton Dunai and Krisztina Than) 
(( marton.dunai@tr.com ; +36-1-327-4742; 
https://twitter.com/mdunai; Reuters Messaging: 
marton.dunai.thomsonreuters.com@reuters.net )) 
 
 

Latvia 

Credit rating agency Moody`s affirmed 

Latvia long term foreign and local 

currency sovereign credit ratings at 

'A3'  

17-Jul-2017  
On Friday, July 14, the international credit 
rating agency Moody`s affirmed its 'A3' long 
term foreign and local currency sovereign 
credit ratings on the Republic of Latvia. The 

outlook is set stable.  

Moody`s informed, that Latvia credit rating in 'A' 
group (good and reliable bond issuer) remain 
supported by resilience and flexibility of 
economy and prudent fiscal policy. The stable 
outlook on the rating balances the country's 
economic resilience and sound policymaking, 
against the presence of geopolitical risks in the 

region.  

After Latvia's economy moderate growth in 
2016, Moody's expects the economy to 
accelerate in 2017 and 2018, well above the 
expected growth in the euro area, due to robust 
private consumption and European Union funds 

absorption.  
Moody`s points out, that credit rating would 
arise from an increase in potential economic 
growth and a faster-than-expected debt 
reduction along with a broadening of the 
country's tax base.  

The previous credit rating agencies 
announcement was on April 28, when 
international rating agency Fitch affirmed 

Latvian credit rating for long-term local and 

foreign currency retention of 'A-' with stable 
outlook.  
 
Ministry of Finance of the Republic of Latvia published 
this content on 17 July 2017 and is solely responsible 
for the information contained herein. 
Original document 
http://www.fm.gov.lv/en/news/55300-credit-rating-
agency-moodys-affirmed-latvia-long-term-foreign-
and-local-currency-sovereign-credit-ratings-at-a3  
(C) Copyright 2017 - Ministry of Finance of the 
Republic of Latvia 
 
 

Macedonia 

Macedonia sells 536 mln denars (8.7 

mln euro) of 1-yr T-bills  

19-Jul-2017  

SKOPJE (Macedonia), July 19 (SeeNews) - 
Macedonia's finance ministry sold 536 million 
denars ($10 million/8.7 million euro) of one-
year Treasury bills at an auction on Tuesday, 
below its target of 750 million denars, the 
central bank, NBRM, said. 

The issue carried a coupon of 1.85%, higher 
than the 1.75% coupon offered at the previous 
auction of one-year T-bills held in May, NBRM 
said. 

NBRM sells government securities on behalf of 
the finance ministry through volume tenders, in 
which the price and coupon are fixed in advance 
and primary dealers only bid with amounts. 
 
(1 euro = 61.4 denars) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Moldova 

IMF mission starts visit to Moldova  

17-Jul-2017  
CHISINAU (Moldova), July 17 (SeeNews) - An 

International Monetary Fund (IMF) mission 
began on Monday a visit in Moldova for an 
update on the country's macroeconomic 
situation, the IMF said. 

The mission led by Ben Kelmanson will stay in 
Moldova until July 21, the IMF said in a press 
release on Friday. 

The IMF officials will discuss Moldova's fiscal, 

monetary and other policies ahead of the second 
programme review that is due in the  autumn. 
"No concluding statement will be issued at the 
end of this visit. Such staff visits are standard 
practice in programme cases outside of the 
formal cycle of program reviews," the IMF 
pointed out. 
At the beginning of May, the IMF lent Moldova 
$21.5 million (18.8 million euro) under the 
country's current three-year  $178 million 
credit facility extended in November 2016. 
The IMF made available to Moldova the first 
tranche of $36 million under the funding 
arrangement in November. 

At the beginning of this year, the IMF said that it 
might reconsider the funding arrangement with 

Moldova if the country fails to repay debt related 
to a large-scale banking fraud as agreed earlier. 
Moldova has been trying to cope with a major 
banking crisis since about $1 billion went 
missing from three local banks in November 
2014. The banks - Banca de Economii, Banca 
Sociala and Unibank were liquidated. 

 
($ = 0.8762 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Poland 

Poland's central budget posts surplus 

of 5.9 bln zlotys in H1  

20-Jul-2017  
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WARSAW, July 20 (Reuters) - Poland's central 

budget posted a surplus of 5.9 billion zlotys 
($1.61 billion) in the first half of 2017, its 
best result in at least a decade, the finance 
ministry said on Thursday. 

The ministry said in a statement that in the first 
half of 2017 value added tax (VAT) revenue rose 
by 28.1 percent year-on-year, helping total tax 
revenue increase by 17.7 percent. The budget 

was supported by a 8.7 billion zloty payment of 
the central bank profit into state coffers in June. 
In comparison, in the corresponding period of 
last year the state budget posted a deficit of 
18.7 billion zlotys. In 2015, the first-half deficit 
reached 26.1 billion zlotys.  
 
($1 = 3.6597 zlotys) 
(Reporting by Marcin Goettig and Pawel Sobczak) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Romania 

Fitch affirms Romania at 'BBB-', 

outlook stable, warns on re-entering 

EU excessive deficit procedure  

15-Jul-2017  
BUCHAREST (Romania), July 15 (SeeNews) - 
Fitch Ratings said on Saturday it has affirmed 

Romania's long-term foreign and local 
currency issuer default ratings (IDR) at 'BBB-
', with stable outlooks, but warned on a 
growing budget deficit and economy 
overheating. 

The issue ratings on Romania's senior unsecured 
foreign and local currency bonds have also been 
affirmed at 'BBB-'/F3, while the country ceiling 
has been affirmed at 'BBB+' and the short-term 

foreign currency IDR at 'F3', the rating agency 
said in a statement. 
"Romania is at risk of re-entering the EU 
Excessive Deficit Procedure this year, having 
only exited it in 2013," the rating agency 
warned. 
Fitch noted that Romania's structural budget 

deficit is set to widen to 3.9% of GDP in 2017, 
according to the European Commission, which 
would represent an expansion of 3.3% of GDP 
in two years, contrary to national and EU 
fiscal rules. 

Also, Fitch said there is a risk of the economy 
overheating, although inflation and bank credit 
growth are currently subdued. 
Fitch last reviewed Romania in January, when it 

maintained the long-term foreign currency issuer 
default ratings (IDR) at BBB-, with stable 
outlooks, warning that ratings are constrained 
by fiscal uncertainties that stem from continued 
pro-cyclical fiscal loosening. 

In April, Moody's Investors Service has changed 
the outlook on Romania's Baa3 government 

bond rating to stable from positive due to 
deterioration in public finance and debt outlook 
for government of Romania. 

Also in April, Standard & Poor's maintained 

Romania's rating at BBB-/A-3, with a stable 

outlook, and said that the country's deficit will 
widen due to the government's loose fiscal 
policy. 
Fitch also said in the statement: 
"KEY RATING DRIVERS 
Romania's investment grade rating is 

supported by its still moderate level of public 
debt, stable banking sector, and GDP per 
capita and governance indicators that are in 

line with 'BBB' range medians. However, the 
rating is facing an increase in downside risks 
owing to a substantial pro-cyclical fiscal 
loosening and rapid increase in wages in excess 
of productivity growth, which pose risks to 

macroeconomic stability. 
Romania's general government budget deficit 
widened to 3% of GDP in 2016 from 0.8% in 

2015, despite the booming economy. The 
increase was due to large tax cuts and increases 
in public wages and social welfare payments. 
Fitch projects the deficit will widen to 3.7% of 
GDP in 2017, above the government's target of 

2.9%, owing to further cuts in VAT and excise 
rates, and increases in public wage, pensions 
and other measures. Outturns for the first five 
months of 2017 show an underperformance in 
tax receipts of goods and services and corporate 
income, and the budget deficit (cash basis) 

RON1.4 billion wider year-on-year, despite rapid 
economic growth and low execution of capital 

expenditure. 
The structural budget deficit is set to widen to 
3.9% of GDP in 2017, according to the 
European Commission, which would represent 
an expansion of 3.3% of GDP in two years, 
contrary to national and EU fiscal rules. 
Romania is at risk of re-entering the EU 
Excessive Deficit Procedure this year, having 

only exited it in 2013. 

In Fitch's view, there is a high level of 
uncertainty over the outlook for the budget 
deficit over 2017-2019 owing to an 
incompatibility between further expansionary 
fiscal measures in the government's programme 
and its budget deficit targets of 2.9% in 2018 

and 2.5% in 2019. The recently approved 
Unified Wage Law involves a 25% hikes in public 
sector wages (more for the health and education 
sectors), albeit potentially partially offset by a 
shift in social security contributions to 
employees from employers effective January 
2018. 

Other proposals include a net 23% increase in 
the minimum wage in 2018, a potential cut in 
the personal income tax rate to 10% from 16%, 
increased pensions and child benefits, a further 
cut in VAT (in 2019), changes to the corporate 
and personal income tax structure and the 

creation of an off-budget sovereign investment 
fund to increase investment in infrastructure and 

state owned enterprises. Further tax cuts would 
risk eroding the revenue-to-GDP base, which is 
the lowest in the EU. Taking advantage of EU 
structural funds would require an increase in the 
amount and quality of infrastructure 
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expenditure. Fitch forecasts the budget deficit at 

4% of GDP in 2018 and 2019. 
Nevertheless, Romania's general government 
debt/GDP ratio remains in line with the 
median 41% ratio of 'BBB' rated peers. Fitch 
forecasts it to increase to 39.9% of GDP by 
end-2017 from 37.6% in 2016. Debt 
repayments are moderate, averaging 3.5-
4.0% of GDP annually up until 2019, and the 
government holds an adequate cash buffer 
equivalent to 3.6% of GDP, covering 5.1 
months of gross financing needs. 

Economic growth is boosted by the fiscal 
stimulus. For 2017, Fitch has revised up its real 
GDP forecast to 5.1% from 4.8% previously, 
after a stronger than expected 1Q17, when GDP 
expanded 5.7% yoy (1.7% qoq). Growth is 
mainly consumption driven, led by households 

benefiting from robust growth in real wages. 

Import growth remains strong, but recovery in 
demand from Romania's key export partners 
helped net exports contribute positively to Q1 
GDP, albeit at a modest level (0.2pp). 
Contribution from gross fixed capital formation 
remained negative. Fitch expects growth to ease 

to 3.4% in 2018 as the magnitude of the fiscal 
stimulus fade. 
There is a risk of the economy overheating, 
although inflation and bank credit growth are 
currently subdued. The National Bank of 
Romania estimates that the economy is already 
operating around 2% above potential and this 

will increase as actual GDP growth outstrips 
potential growth, which most independent 
institutions estimate at around 3.5%. The labour 
market is tight, with unemployment at a record 
low and hikes in the minimum wage and public 
wages have contributed to average wages 
outstripping productivity growth by a large 

margin leading to rising unit labour costs. 
Against this background, Fitch forecasts the 
current account deficit to widen from 2.3% of 
GDP in 2016 to 3.1% in 2017 and 3.3% in 2018. 
Progress in converging Romania's GDP per 
capita levels towards that of higher rated peers 

has been slow, despite robust economic growth 
as the economy still faces structural challenges 

improving the efficiency of state-owned 
enterprises and absorption of EU-funds into 
economically viable projects. 
Romania's rating is constrained by its net 
external debtor position, which Fitch 
estimates at 18.9% of GDP for 2016, higher 

than the 'BBB' median estimate of 2%. 
Nevertheless, net external debt/GDP is 
declining, with the majority owed by the 
private sector and relating to intercompany 
lending. 

Romania's ratings are supported by a stable 
banking sector. Banks are well capitalised 
(sector capital adequacy ratio 18.8%, 2016), 
sufficiently funded by local deposits and their 

balance sheets continue to improve as the share 
of non-performing loans declines. Legislative 
risks to the sector have stabilised following a 
favourable ruling by the Constitutional Court on 
the Debt Discharge Law and CHF loan 

conversion, diminishing the risk of a large 

financial cost for the sector. 

Recent political developments risk weakening 
governance indicators and government policy 
direction. In June, former prime minister Sorin 
Grindeanu was ousted by his own party in 
unusual circumstances, ostensibly for slow 
progress in implementing the government 

programme. The PSD-ALDE coalition policies will 
now be carried through by new prime minister, 
Mihai Tudose of PSD. This includes the 
controversial Penal Code, which would result in 
pardoning certain crimes of those abusing 
powers in office, and which triggered large 

public demonstrations against the government in 
January. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Romania a score 
equivalent to a rating of 'BBB' on the Long-Term 
FC IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term IDR by applying its QO, relative to rated 
peers, as follows: 
•External Finances: -1 notch, to reflect 
Romania's significantly higher net external 
debtor position than the 'BBB' median, and lower 

international liquidity ratio than the 'BBB' 
median. 
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 rating are 
currently balanced. The main risk factors that, 
individually or collectively, could trigger negative 
rating action are: 

•Persistent high fiscal deficits leading to an 
increase in government debt/GDP. 

•An overheating of the economy that poses a 
risk to macroeconomic stability. 
The main factors that could, individually or 
collectively, trigger positive rating action 
include: 
•Implementation of fiscal consolidation, which 

improves the long-term trajectory of public 
debt/GDP. 
•Sustained improvement in external finances. 
KEY ASSUMPTIONS 
Fitch assumes Romania's main economic 
partners in the EU will benefit from economic 
growth in line with its Global Economic Outlook." 

 
(1 euro=4.5645 lei) 
Copyright 2017 SeeNews. All rights reserved. 
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Romania sells planned 700 mln lei (153 

mln euro) in 2018 T-bills  

20-Jul-2017  
BUCHAREST (Romania), July 20 (SeeNews) - 
Romania on Thursday sold out a planned 700 
million lei ($177 million/153 million euro) in 
one-year Treasury bills, central bank data 
showed. 

The average accepted yield at the auction was 
0.55%, the data indicated. 
Demand for the government securities, which 
will mature on February 5, 2018, totalled 1.98 
billion lei. 

Romania's finance ministry plans to auction 5.1 
billion lei in government securities and to sell an 

additional 510 million lei in non-competitive 
offers in July. 
In June, the finance ministry sold 5.235 billion 
lei and in domestic debt paper, an additional 515 

million lei in non-competitive offers and 100 
million euro ($114 million) in foreign currency 
debt paper, in line with target. 
Since the beginning of 2017, the finance 
ministry has sold some 28 billion lei and 340 
million euro worth of government bills and 
bonds and has tapped foreign markets for 
1.75 billion euro of 2027 and 2035 Eurobonds. 

In June, the ministry said it plans to sell 7.5 

billion euro worth of eurobonds on the 
international markets in the following two years. 

At the beginning of March, the ministry said it 
plans to sell about 2.5-3.0 billion euro worth of 
Eurobonds on the international markets and 
some 48-50 billion lei worth of leu-denominated 
domestic debt this year. 

 
(1 euro=4.5654 lei) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Slovenia 

Slovenia sees 2018 central govt deficit 

below 0.2 pct of GDP  

20-Jul-2017  
By Marja Novak 
BRDO PRI KRANJU, Slovenia, July 20 (Reuters) - 
Slovenia's central government deficit next 

year will be lower than the current target of 
83 million euros ($95.86 million) or 0.2 
percent of GDP, Finance Minister Mateja 
Vranicar Erman said on Thursday. 

She said budget documents that are being 
prepared for sending to parliament by the end of 
September would also show the central 
government deficit in 2019 will be less than the 
0.6 percent of GDP currently targeted.  

"We will have the final estimate of 2018 and 
2019 budget income in September ... when I will 

also be able to give more details on deficit," 
Vranicar told a news conference after a 
government session on Thursday. 
"We need to reduce the planned deficit in order 

to reach our medium-term fiscal goal," she 

added, referring to Slovenia's plan to run a 

balanced budget by the end of 2020. 
Slovenia, which narrowly avoided an 
international bailout for its banks in 2013, 
returned to growth a year later.  
It has since reduced the deficit through 
spending cuts and revenue growth, bringing 
the general government deficit, which 
includes the national health and pension 
systems and local government, to below the 
EU's 3 percent of GDP ceiling in 2015.  

The country had previously run excessive 

deficits for six years. 
This year the general government deficit is due 
to fall to 0.8 percent of GDP from 1.8 percent in 
2016. In the first half of 2017 Slovenia had a 
central government surplus of 65.3 million 
euros, mainly on account of higher tax income 

amid robust economic growth. 
The government expects the export-oriented 
economy to expand by 3.6 percent this year and 
by another 3.2 percent in 2018, boosted by 
investment and export growth. 
 
($1 = 0.8659 euros) 
(Reporting by Marja Novak; Editing by Catherine 
Evans) 
(( Marja.Novak@thomsonreuters.com ; +386-1-

5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
 
 

Turkey 

Turkish finance minister says 2017 

budget deficit to exceed target  

17-Jul-2017  
ANKARA, July 17 (Reuters) - Turkey's budget 

deficit will exceed the official target this year, 
Finance Minister Naci Agbal said on Monday, 
after data showed the deficit amounted to 
25.2 billion lira ($7.12 billion) in the first half 
of the year. 

According to the government's medium-term 
programme announced last October, the budget 
was expected to show a deficit of 46.9 billion lira 

this year. 
Agbal also told a news conference the primary 
budget surplus, which excludes interest 
payments, stood at 1.8 billion lira in the first half 

of the year. 
 
($1 = 3.5404 liras) 
(Reporting by Nevzat Devranoglu; Writing by Daren 
Butler; Editing by Dominic Evans) 
(( daren.butler@tr.com ; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net )) 
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LATIN AMERICA AND 

CARIBBEAN  

 

Argentina 

Argentina bonds for sale to pay money 

owed Total  

18-Jul-2017  
By Paul Kilby 
NEW YORK, July 18 (IFR) - Citigroup on 

Tuesday offered US$200m of Argentina bonds 

for sale as part of an arbitration agreement to 
help settle the sovereign's obligations to 
French oil company Total. 

The bonds - actually a tap of the country's 
outstanding 8.75% 2024s - are being given to 
Total after a World Bank tribunal ruled Argentina 
owed the company US$270m plus interest. 
Argentina earlier Tuesday announced it had 
reached an agreement with Total over a long-

running investment dispute that was first 
registered with the tribunal in 2004. 

But the details of the agreement were not made 
public, and it was not immediately known if the 
new bond sale covers the company's obligations 
to Total in full. 
Citigroup launched the tap at 5.25%, the tight 
end of price guidance of 5.375% (+/- 1/8) and 

25bp over the curve, where the 2024s were 

trading at 4.98%, according to Thomson Reuters 
data. 
The Bonar 2024s were first issued as part of 
the US$5bn package of bonds used to pay 
Spain's Repsol in 2014 as compensation for 
the government expropriating its stake in 
YPF. 

Citigroup handled a similar arrangement in May, 
placing US$315.3m of Petroamazonas bonds 
that the Ecuadoran state-owned gave to 
suppliers as payment. 
 
(Reporting by Paul Kilby; Additional reporting by 
Anthony Rodriguez; Editing by Natalie Harrison and 
Marc Carnegie) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

Argentina posts fiscal deficit of 1.5 pct 

of GDP in 1st half  

19-Jul-2017  
BUENOS AIRES, July 19 (Reuters) - Argentina 

posted a primary fiscal deficit of 144 billion 
pesos ($8.4 billion), or 1.5 percent of gross 
domestic product, in the first half of 2017, 
Treasury Minister Nicolas Dujovne said on 
Wednesday, beating the government target 
for a gap of 2 percent of GDP. 

The primary fiscal deficit was 103 billion pesos in 
the second quarter, compared with 41 billion 
pesos in the first quarter. 
For June, Argentina posted a primary fiscal 

deficit of 57 billion pesos, compared with 27 

billion pesos in May.  

The primary budget balance, which measures 

government spending relative to income and 
does not include debt payments, is followed by 
the markets as an indicator of Argentina's ability 
to meet its financial obligations. 
Cutting the fiscal deficit of Latin America's No. 
3 economy is a key priority for business-
friendly President Mauricio Macri, who took 

office in December 2015. The government is 
aiming to cut the deficit to 4.2 percent of GDP 
in 2017 and 3.2 percent in 2018, compared 
with 4.6 percent in 2016. 

Dujovne said there was "no doubt" that the 
country would meet its annual goal this year. He 
pointed to a 32 percent increase in government 
revenue in the first half of the year as 

"consistent with the reactivation observed in the 
economy."  
Argentina's economy shrank 2.2 percent in 
2016, but emerged from a deep recession to 
post modest growth in the final two quarters of 
last year. The economy has expanded 0.4 
percent in 2017 through April compared with the 

same period last year, according to government 
data.  
The total financial result, which includes 
payments on the public debt, was a deficit of 92 
billion pesos in June, up 26.5 percent from the 
same month last year. In the first half of the 
year, the deficit including interest payments was 

256 billion pesos, up 43 percent from the year-

ago period. 
 
($1 = 17.2600 Argentine pesos) 
(Reporting by Eliana Raszewski; Writing by Luc Cohen; 
Editing by Chizu Nomiyama and Richard Chang) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Argentina suspends capital gains tax 

for foreigners ahead of reforms  

20-Jul-2017  
•13.5 pct tax suspended for six months 
•Measure had surprised markets when 
announced Tuesday 
•Tax was passed into law in 2013, but never 

implemented 

By Luc Cohen 
BUENOS AIRES, July 20 (Reuters) - Argentina 

on Thursday suspended a tax on foreigners' 
capital gains, just two days after it had been 
announced, after market participants 
complained the surprise move was 
inconsistent with President Mauricio Macri's 
pro-market agenda. 

In a notice in Argentina's official gazette on 

Thursday, tax collection agency AFIP said the 
13.5 percent tax on non-residents' profits in 
Argentine equity markets - which it had 

announced on Tuesday - would be suspended for 
six months. That could allow Argentina to 
address the measure in broader reforms 
expected after legislative elections in October.  

Attracting foreign investment and strengthening 
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Argentina's relatively small capital markets 
are key priorities of Macri's administration, 

and the initial news on Tuesday that the tax 
would be implemented contributed to a selloff 
in Argentine assets and a drop in the peso 
currency against the U.S. dollar. 

"It was a surprise because it's not something 
one would expect from this government, which 
is very pro-market," said Martin Saud, senior 
trader at Balanz Capital in Buenos Aires. "It goes 

against all the measures they're taking to attract 
financing and investments." 
Treasury Minister Nicolas Dujovne told reporters 
on Wednesday that the measure would be 
suspended because it would be difficult to 
implement quickly. In its Thursday notice, AFIP 
said market participants had complained to the 

national securities regulator about the measure.  
The tax was passed into law in 2013 under 
populist former President Cristina Fernandez, 
whose capital controls and restrictions on foreign 
firms repatriating earnings deterred investment.  
AFIP never issued a regulation implementing the 
tax. After Macri swept to victory in late 2015 on 

a market-friendly platform, traders and tax 
lawyers assumed he would change the law 
rather than put the tax in place.  
"Everyone thought that this was not going to be 
done this way," said Eduardo Aguilera, an 
international tax lawyer with Marval, O'Farrell & 

Mairal in Buenos Aires. "When we realized it was 
taking so long to be implemented, we thought 

maybe they were thinking of correcting all the 
mistakes and implementing a new law."  
The pace of reforms has slowed since Macri 
allowed the peso to float, settled with holdout 
creditors and began cutting subsidies shortly 

after taking office.  
But the administration is working on a broad 
reform to the country's tax code, as well as a 
capital markets reform aimed at removing 
obstacles to investment. Both are expected to be 
considered after October's congressional 
elections. 

 
(Additional reporting by Eliana Raszewski; Editing by 
Peter Cooney) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 

Brazil 

Brazil raises fuel taxes, increases 

spending freeze by $1.9 bln  

20-Jul-2017  
SAO PAULO, July 20 (Reuters) - Brazil will raise 

federal fuel taxes and increase this year's 
freeze on public spending by 5.9 billion reais 

($1.9 billion), the government announced on 
Thursday, as it boosts efforts to cover a 
budget shortfall and achieve its fiscal target. 

The government expects to raise an additional 
10.4 billion reais by increasing the so-called 
PIS/Cofins social contribution tax on gasoline, 

diesel and ethanol, according to a statement. 

Reuters on Thursday had reported Brazil would 

announce tax increases and budget cuts. 
 
($1 = 3.1270 reais) 
(Reporting by Luiz Gerbelli and Bruno Federowski; 
Writing by Bruno Federowski; Editing by Daniel Flynn) 
(( Bruno.Federowski@thomsonreuters.com ; 55 11 
5644 7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
 
 

Chile 

Chile central bank chief warns of rating 

cut's impact on financing costs  

15-Jul-2017  
SANTIAGO, July 15 (Reuters) - Chile's central 

bank President Mario Marcel said rating 
agency S&P's decision to cut the South 
American country's credit rating will 
negatively impact external financing costs, El 
Mercurio newspaper reported on Saturday.  

The rating agency on Thursday cut Chile's 
sovereign debt credit rating to "A+" from "AA-", 
the first reduction in decades, after a long period 

of weak growth amid low copper prices, the 
country's main export product.  
"This rating change has negative effects on 
the costs of external financing," Marcel said. 
"It's important to emphasize the importance 
of promoting greater economic growth that is 
sustainable over time."  

Marcel said that in the central bank's next 
economic report, planned for September, the 

monetary authority would provide greater details 
about its medium-term growth expectations.  
Chile is Latin America's wealthiest country and 
remains the region's highest-rated sovereign 
debt holder after a long period of stability and 
sound fiscal management. 
 
(Reporting by Fabián Andrés Cambero and Luc Cohen; 
editing by Grant McCool) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 

Colombia 

Colombia's fiscal outlook puts 

investment, credit rating at risk  

18-Jul-2017  
By Nelson Bocanegra 
BOGOTA, July 18 (Reuters) - Colombia, which 

narrowly avoided getting its credit rating cut 
last year, is again at risk of a downgrade as it 

struggles to meet fiscal targets and investors 
tire of overly optimistic forecasts by the 
government of President Juan Manuel Santos. 
Most economists have already concluded that 
lower economic growth and weak oil prices will 
make it nearly impossible to meet the deficit 
target set just last month. Higher debt issuance, 
costs associated with a peace deal with Marxist 
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FARC rebels and next year's presidential election 

may exacerbate the situation. 

"We believe there is a clear disconnect between 
reality and the current debt path depicted by the 
government," said Mario Castro, Latin America 
strategist for Nomura in New York. He suggested 
the government was using overly optimistic 
economic assumptions and aiming to slash 

public investment in an unrealistic way, given 
infrastructure needs. 
In a bid to calm investor concerns, Finance 
Minister Mauricio Cardenas will trim 5 trillion 
pesos ($1.65 billion) from next year's budget. 
He is due to meet bondholders in New York on 
Tuesday to discuss the nation's finances.  

The government avoided a downgrade by credit 
rating agencies last year after struggling to fill a 

financing gap as income slumped along with the 
price of oil, a key industry. Tax reform helped 
ward off a cut from BBB investment grade by 
agencies, even though many investors thought it 
did not go far enough and that another may be 
needed. 

"It's very likely that before the end of this year 
we will get a ratings cut," said Juan David 
Ballen, chief economist at brokerage Casa de 
Bolsa. "The big question is whether they will 
lower us to investment grade still, or to 
speculative grade."  
In June Cardenas instituted a financing plan 

based on a fiscal deficit of 3.6 percent of 
gross domestic product this year and 3.1 
percent for 2018. He put the price of oil at $51 
a barrel in 2017 and $60 in 2018. Brent crude 
was at $48.95 on Tuesday, up 1.1 percent. 

Cardenas targeted growth at 2.3 percent this 
year and 3.5 percent next, well above the 
market's forecast of 1.8 percent this year and 
2.5 percent for 2018.  

Cardenas also called for a 7.8 percent increase 
in domestic public debt borrowing for 2017, 
implying a big uptick, deepening market 
discomfort. 
"People didn't look favorably at the government 
numbers and some investors have given orders 
to take profits and go to other markets with 

better prospects like Mexico," said a fixed 

income investment banker who declined to be 
identified. 
Foreign investors reduced their Colombian 
bond holdings by 1.23 trillion pesos ($406 
million) in June, the first decrease since 
October and the biggest ever monthly outflow 
by this type of investor, according the finance 
ministry. 

Foreign investors own $20.7 billion in Colombian 
domestic public debt, or one-quarter of the total. 
The yield on benchmark Colombian Treasury 
bonds maturing in July 2024 rose to 6.27 
percent on Tuesday from 5.87 percent the day 
before the financing plan was made public on 
June 14. 
Fitch is worried about the bond issuance, 
warning that Colombia's gross debt burden is 
close to 50 percent of GDP, nearly 10 
percentage points higher than the average for 
countries with a similar credit rating. 

"If they don't do the necessary adjustment, 

then the debt's going to continue to rise and 
that could risk the rating," Richard Francis, 

director of sovereign ratings for Fitch, told 
Reuters.  

Moody's said weaker growth will also have 
implications for meeting medium-term fiscal 
goals.  
The government's fiscal wiggle room becomes 
even tighter, taking into account additional costs 

generated by the implementation of a peace 
accord with the Revolutionary Armed Forces of 
Colombia.  
That will cost about $3 billion annually over the 
next 15 years, Cardenas estimated in a recent 
interview. 
Add the extra social spending that typically 

happens during election years, and the outlook 

becomes less rosy. 
 
(Additional reporting by Helen Murphy in Bogota and 
Dion Rabouin in New York; Writing by Helen Murphy; 
Editing by Christian Plumb and Jeffrey Benkoe) 
(( helen.murphy@thomsonreuters.com ; +571-518-
5378; Reuters Messaging: 
helen.murphy.reuters.net@reuters.com)) 
 
 

Dominican Republic 

Moody's says upgrades Dominican 

Republic's issuer rating to Ba3 from 

B1, outlook stable  

21-Jul-2017  
July 20 (Reuters) -  
Moody's upgrades Dominican Republic's 
issuer rating to Ba3 from B1, outlook stable. 

Moody's - stable outlook reflects view that Ba3 
rating captures balance of risks to Dominican 
Republic's credit profile. 

Moody's on Dominican Republic - expect 
economic growth to remain robust and balance 
of payments risks to be contained. 
Moody's - changed the outlook on Dominican 
Republic's long term issuer and debt ratings to 
stable from positive. 
Moody's on Dominican Republic - expect fiscal 

deficits to continue to be stable at around 3% 
of GDP in next two to three years. 

Moody's on Dominican Republic - moderate 

fiscal deficits, high real GDP growth will limit 
increase in government debt ratios which we 
forecast at 38.7% this year and 39% in 2018. 

Moody's - raised Dominican Republic's long-term 
foreign-currency bond ceiling to Ba1 from Ba2 
and long-term foreign-currency bank deposit 

ceiling to B1 from B2. 
 
(Bengaluru Newsroom) 
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Honduras 

S&P says Honduras long-term ratings 

raised to 'BB-' on improved fiscal 

flexibility and limited debt increases  

19-Jul-2017  
July 18 (Reuters) -  
S&P revises honduras sovereign credit 
outlook down to stable from positive; current 
rating is BB-. 

S&P - Honduras long-term ratings raised to 'BB-' 

on improved fiscal flexibility and limited debt 
increases; outlook is stable. 
S&P on Honduras - expect broad continuity in 
economic policies and contained debt increases 

following national elections in november 2017. 
S&P on Honduras - stable outlook reflects 

expectation that the next government will 

consolidate gains in fiscal and energy reforms. 

S&P - raising long-term foreign and local 
currency sovereign ratings on honduras to 'BB-' 
from 'B+'. 
S&P on Honduras - affirmed 'B' short-term 
foreign and local currency sovereign credit 
ratings. 

S&P on Honduras - expect real GDP growth to 
remain at 3.6% in 2017, based on continued 
growth in agricultural, manufacturing, 
commerce, and tourism. 

S&P on Honduras - expect only moderate 

annual increases in government debt. 

S&P on Honduras - estimate country's gross 

external financing needs would average 92% of 
current account receipts and usable reserves 
over next 2 years. 
 
(Bengaluru Newsroom) 
 
 

Mexico 

S&P revises up Mexico credit outlook to 

stable, cites stabilising debt burden  

19-Jul-2017  

MEXICO CITY, July 18 (Reuters) - Credit ratings 

agency Standard & Poor's on Tuesday revised 
Mexico's sovereign credit outlook up to 
"stable" from "negative" and commended the 
government's efforts to rein in a surge in 
debt. 
Last year, S&P warned it could eventually 
downgrade Mexico if debt continued to grow, but 
the agency pointed to the government's budget 

cuts and its response to a deep slide in the peso 
as reasons to affirm its BBB+/A-2 rating. 
"We believe that the prompt reaction of Mexican 
government authorities to recent negative 
shocks ... will diminish the recently rapid pace of 

debt accumulation and help stabilize the 
government's debt burden," S&P said in a 

statement. 
Mexico's peso sank to a record low in January on 
fears that U.S. President Donald Trump could rip 

up a free trade deal with Mexico, but the peso 

rallied back as Trump moved toward a 

renegotiation of the North American Free Trade 
Agreement.  
"Our base case is that the U.S., Canada, and 
Mexico agree on a new trade deal that largely 
preserves the cross-border links that underpin 
the North American economy," S&P said. 

The peso hit a more than 14-month high 
following the S&P revision. 
The ratings agency said that Mexico's general 
government debt burden will hover around 45 
percent of gross domestic product in 2017 and 
2018 and remain below 50 percent in the 
following two years. 

Net general government debt had been around 
40 percent of GDP in 2014, the agency said.  

S&P said it expected the Mexican economy to 
grow just below 2 percent this year and to 
expand between 2 percent and 3 percent next 
year. 
Mexico saw its debt rise under President 
Enrique Pena Nieto, with a collapse in global 
oil prices in late 2014 crimping government 
revenue from crude sales. 

The peso sank early in 2016 on worries the 
government would need to inject cash into 
state-run oil company Pemex. 
S&P also revised its outlook on Pemex and the 
state-run electricity company CFE to "stable" 
from "negative," adding that the government 
would likely provide the companies with timely 

and sufficient support in case of any financial 
distress. 
The agency said it expected "broad continuity in 
economic policy" after national elections in 
2018. 
Andres Manuel Lopez Obrador from the leftist 

National Regeneration Movement (MORENA) 
party has led a number of early polls for the 
2018 presidential vote but other major parties 
have yet to define their candidates. 
 
(Reporting by Michael O'Boyle; Editing by Shri 
Navaratnam) 
(( michael.oboyle@thomsonreuters.com ; +5255-
5282-7153; Reuters Messaging: 
michael.oboyle.thomsonreuters.com@reuters.net )) 
 
 

Nicaragua 

Moody's changes outlook on 

Nicaragua's B2 rating to positive from 

stable; rating affirmed  

20-Jul-2017  
July 20 (Reuters) - Moody's:  
Moody's changes outlook on Nicaragua's B2 
rating to positive from stable; rating affirmed. 
Moody's says Nicaragua's long-term local 
currency country risk ceilings remain 

unchanged at BA3. 

Moody's - Affirmation of Nicaragua's rating 
reflects credit strengths including strong 
economic growth, policy framework geared 
towards maintaining macro-economic stability. 
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Moody's on Nicaragua's - Despite significant 

decline in net financial flows from Venezuela, 

authorities maintained fiscal stability over past 2 
years. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Peru 

Peru launches US$3.1bn-equivalent 

2032 sol bond  

17-Jul-2017  

By Paul Kilby 
NEW YORK, July 17 (IFR) - Peru is set raise 

about US$3.08bn-equivalent in the 
intenational capital markets after launching a 
PEN10bn 2032 bond at a 6.15% yield, 
according to a lead on the deal. 

Final pricing comes at the tight end of guidance 
of 6.25% (+/-10bp) and inside initial price 
thoughts of mid 6%, after the order books 

swelled to over PEN30bn. 
The deal, the country's first Euro clearable local 
currency bond, is being sold to foreign investors 
under a 144A/Reg S format. 
BNP Paribas, Bank of America Merrill Lynch, 
HSBC and Scotiabank are acting as leads.  

The sovereign's local currency ratings are A3/A-
/A-, while its foreign currency ratings are 
A3/BBB+/BBB+. 

 
(Reporting by Paul Kilby; Editing by Marc Carnegie) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

AFRICA 
 
 

 

Congo 

Fitch Downgrades Republic of Congo's 

Foreign-Currency IDR to 'C'  

17-Jul-2017  
HONG KONG, July 17 (Fitch) Fitch Ratings has 

downgraded the Republic of Congo's Long-

Term Foreign-Currency Issuer Default Rating 

(IDR) to 'C' from 'CCC'. The issue ratings on 
Congo's senior unsecured foreign-currency 
bonds are also downgraded to 'C' from 'CCC'. 
Congo's Long-Term Local-Currency IDR is 
affirmed at 'CCC'. The Country Ceiling is 
affirmed at 'B+' and the Short-Term Foreign- 

and Local-Currency IDRs at 'C'. 
KEY RATING DRIVERS 
The downgrade of Congo's Long-Term Foreign-

Currency IDR reflects the following key rating 
drivers: 
Fitch has been informed that the payment of 
principal and interest, initially due on 30 June 

2017, on the Republic of Congo's US dollar notes 
due 2029 (ISIN XS0334989000), has not been 

made yet to bondholders. The 30-day grace 

period to make the payment will end on 30 July 

2017. Fitch would consider the failure of the 
Republic of Congo's trustee to transfer the funds 
to bondholders before the expiry of the 
stipulated grace period as a default. 
According to Fitch's ratings definition, 'C' 
ratings are assigned to distressed obligations 
that have experienced ceased or interrupted 

payments, including situations where a grace 
period has been entered. 

Fitch understands that the Republic of Congo 
has transferred the payment funds to the 
trustee, but that the funds have been frozen in 
its custody, under two restraining notices issued 
on behalf of Commissions Import Export SA 
(Commissimpex), a former contractor of the 

Republic of Congo. Fitch understands that the 
trustee is in the process of challenging the 
restraining notices in US courts, but there is 
considerable uncertainty about the timeframe 
and outcome of any decision on these 
challenges. 
Congo's weak public finance management 
resulted in a temporary failure to pay interest 
and principal of USD17 million on the 2029 
Eurobond due 30 June 2016, amid severe cash 
strain for the government. Payment was 
ultimately made in early August 2016, after 

the end of the grace period. Fitch downgraded 
Congo's Long-Term Foreign-Currency IDR to 'C' 
during the grace period and subsequently to 'RD' 

after the end of the grace period, before 
upgrading the sovereign to 'CCC' following the 
payment resumption. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns the Republic of 
Congo a score equivalent to a rating of 'CCC' or 

below on the Long-Term Foreign Currency IDR 
scale. 
Reflecting the fact that a payment that was due 
has been missed but the grace period is still 
running, Fitch's sovereign rating committee 
decided to lower the Long-Term Foreign 
Currency IDR to 'C'. 

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 or not fully reflected in 
the SRM. 
RATING SENSITIVITIES 
The Long-Term IDRs do not have an Outlook. 

Fitch will review the Republic of Congo's ratings 
after the expiry of the grace period, or if a 
payment is made before that date. 

If the payment is not made on time, Fitch will 
downgrade the Long-Term Foreign-Currency 
IDRs to Restricted Default (RD) and the relevant 
securities to 'D' (Default). 

A release of the funds before the expiry of the 
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grace period and a resolution of the judicial 

procedure that will allow the Republic of Congo 

to resume servicing its external debt on a timely 
basis would likely lead to a positive rating 
action. 
KEY ASSUMPTIONS 
Fitch assumes no break-up of the Central African 
Economic and Monetary Community (CEMAC) 

monetary zone and no devaluation of the CFA 
franc. 
Global economic trends and commodity prices 
are expected to develop as outlined in Fitch's 
Global Economic Outlook. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Egypt 

Egypt expects third IMF loan disbursal 

of $2 bln between December and 

January  

17-Jul-2017  
CAIRO, July 17 (Reuters) - Egypt expects to 

receive a third loan instalment worth $2 

billion from the International Monetary Fund 
between December and January following a 
next review between November and 
December, Finance Minister Amr El-Garhy told 
Reuters on Monday. 

Last week, the IMF approved a second loan 
instalment worth $1.25 billion. 
Egypt agreed to a three-year, $12 billion IMF 
loan programme in November that is tied to 

ambitious economic reforms such as subsidy 
cuts and tax hikes. 
 
(Reporting by Ehab Farouk; Wrting by Amina Ismail; 
editing by Patrick Markey) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
 
 

Egypt's economic growth to pick up 

slightly this fiscal year  

20-Jul-2017  
By Arwa Gaballa 
CAIRO, July 20 (Reuters) - Egypt's economy is 

expected to grow by 4 percent in the fiscal 
year that has just began, a Reuters poll 

showed, in line with government forecasts, 
before picking up to 4.3 percent in 
2018/2019.  

The poll of 15 economists also forecast 3.5 
percent growth in the fiscal year just ended once 

the numbers are reported, lower than the 
government's 3.8-4.0 percent view. But that is a 
slight upgrade from 3.3 percent in the previous 

poll in April.  
Earlier this week, Planning Minister Hala al-

Saeed told a news conference that the GDP 

growth rate for the 2016/2017 fiscal year which 

ended in June would not fall below 4 percent.  
Egypt's economy has struggled since a 2011 
uprising that scared off tourists and foreign 
investors. Foreign reserves have dried up and 
President Abdel Fattah al-Sisi is under 
pressure to make difficult economic reforms 
aimed at reviving the economy that may prove 
hard to balance with public maintaining 
support.  

Before 2011, the economy was growing by about 
7 percent annually. Egypt is hoping a $12 billion 
three-year International Monetary Fund 
programme it began last year, which includes 
subsidy cuts and tax hikes, will put the economy 
back on track.  
The poll's median forecast for annual core 

inflation was 17.2 percent for the current fiscal 
year, up from a previous forecast of 13.0 
percent. It is predicted to drop to 12.2 percent 
in the 2018/2019 fiscal year.  
Inflation has surged since the central bank 
floated the currency in November as part of the 
IMF deal, reaching 31.95 percent in June.  

"Further inflationary pressures are expected in 
the coming months due to the increase in the 
fuel prices ... and higher electricity prices," said 
Nadene Johnson, economist at NKC.  
Egypt raised fuel prices by up to 50 percent last 
month and electricity prices by up to 42 percent 

earlier this month, in an effort to cut the budget 

deficit. 
Since floating the Egyptian pound in November, 
it has also raised key interest rates by 700 basis 
points in a bid to curb inflation.  
Economists, however, saw these rates coming 
back down. They forecast the overnight lending 

rate to drop to 16.50 percent by the end of this 
fiscal year from 19.75 currently. The rate is 
forecast to end the following fiscal year at 13.50 
percent.  
 
(Polling by Indradip Ghosh and Shrutee Sarkar; 
Writing by Arwa Gaballa; Editing by Catherine Evans) 
(( arwa.gaballa@thomsonreuters.com ; +20 2 2578 
3290; )) 
 
 

Ghana 

Confidence rocked as Ghana retreats 

from IMF  

19-Jul-2017  
LONDON, July 19 (IFR) - Ghana's decision not 

to extend its three-year aid programme with 
the IMF beyond April 2018 has exposed the 
reliance of investor confidence on the 
multilateral, with the sovereign's US dollar 
bonds shaky in the secondary. 

Ghana's 26s sunk over 1pt on Tuesday from a 

high of 102.944 to 101.661 according to 
Tradeweb, as markets reacted to the surprise 
removal of the IMF crutch, which is seen as a 
cornerstone of a commitment to fiscal discipline. 
"The US dollar Ghana curve that was bid only is 
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now trading 1pt lower, but still with good 

liquidity and now ahead of Senegal and Nigeria 

as the most active sub-Saharan Africa name," 
said a trader on Wednesday. "It's a timely 
reminder of how important the IMF is to the 
whole sub-Saharan Africa investment 
philosophy." 
A second trader compared the levels of Ghana's 

2026s, spotted at Z+570bp, to its 2030s, 
sighted at Z+540bp. The amortising notes due 
2030 benefit from an up to 40% guarantee from 
World Bank agency the International 
Development Association. 
"I will not start a debate about how to value the 

protection," said the second trader. "But 40% 
cash flow protection surely is worth more than 
5% of the spread." 
The timing of President Akufo-Addo's 
announcement came as a surprise, given that 
last month government officials said Ghana 
was considering a request by the IMF to 
extend the programme to December 2018. 

The Finance Ministry responded to the latest 

news by saying that the government will 
continue with and complete the IMF programme. 
The IMF board is due to review Ghana's progress 
under the programme in early August. 
The Fund maintained that an extension was 
essential for Ghana to successfully complete the 
review after failing to meet certain requirements 

on schedule. 
"Following a significant setback in program 

implementation last year, making sure that the 
original program objectives can be achieved will 
take more time than initially expected," IMF 
Ghana chief Natalia Koliadina said in an email 
response to Reuters after Akufo-Addo's remarks. 

Akufo-Addo's government inherited the 
US$918m agreement signed in April 2015 to 
address problems of slow growth, a high public 
deficit and high public debt. 
 
robert.hogg@tr.com 
©Thomson Reuters 2017. All rights reserved. 
 
 

Mozambique 

Mozambique to default on another 

bond repayment  

17-Jul-2017  
JOHANNESBURG, July 17 (Reuters) - 
Mozambique will default on another Eurobond 
repayment due this week due to economic and 
fiscal problems that gives the state 
"extremely limited" capacity to repay any 
money this year, the finance ministry said on 
Monday. 
The repayment on the 2023 Eurobond - the 

disastrous $850 million 'tuna bond' - had been 

due on July 18. 
 
(Reporting by Ed Cropley; Editing by Joe Brock) 
(( edward.cropley@thomsonreuters.com ; +27 11 775 
3165; Reuters Messaging: 
edward.cropley.thomsonreuters.com@reuters.net 

af.reuters.com @ReutersAfrica)) 
 
 

IMF urges Mozambique to address debt 

audit concerns  

20-Jul-2017  
MAPUTO, July 20 (Reuters) - Mozambique 

should take steps to address information gaps 
that remained regarding the use of loans 
granted to three state-owned companies, the 
International Monetary Fund said. 

The IMF visited Mozambique from July 10-19 to 
discuss findings of an audit by risk-management 
firm Kroll into the country's $2 billion in hidden 
loans to tuna fishing company EMATUM, security 

firm Proindicus and Mozambique Asset 
Management (MAM). 

The audit showed roughly a quarter of the 
money remained unaccounted for. 
"The team urged the government to take 
steps to fill the information gaps and to 
enhance its action plan to strengthen 
transparency, improve governance, and 
ensure accountability," the fund said in a 

statement late on Wednesday. 

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

South Africa 

South Africa's economic plan unlikely 

to boost growth - Fitch   

19-Jul-2017  
JOHANNESBURG, July 19 (Reuters) - South 

Africa's economic strategy released by 
Finance Minister Malusi Gigaba last week is 

unlikely to boost growth and many of the 
measures have previously been announced, 
ratings agency Fitch said on Wednesday. 

Africa's most developed economy entered 
recession for the first time in a decade in March, 

while a bitter leadership contest in the ruling 
party and government corruption scandals have 
further dented investor confidence. 

Gigaba last Thursday laid out a 14-point 
programme that included the possible sale of 
assets and partial privatisation of state-owned 
firms. The plan received a lukewarm reception 
from investors locally and abroad. 
"The South African government's newly 
announced Inclusive Growth Action Plan is 

unlikely to significantly boost economic growth 
prospects," said Fitch, which rates the country's 
local and foreign debt a single notch below 
investment grade. 
Fitch said it had halved its growth forecast for 
this year to 0.6 percent from 1.2 percent 
previously due to weak economic performance 
and ongoing political uncertainty. 

Fitch, along with S&P Global Ratings and 
Moody's cut South Africa's foreign debt rating in 
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April after President Jacob Zuma fired the 

widely-respected Pravin Gordhan and replaced 

him with Gigaba. 
Fitch has warned that changes to mine 
ownership laws were proof that economic policy 
was tilting toward a radical, populist direction, 
despite assurances by Treasury that policy would 
remain unchanged.  

The agency is also concerned about a proposed 
plan to build a fleet of nuclear power stations at 
a cost of up to 1 trillion rand ($77 billion).  
"Government messages on the costly nuclear 
power plan have changed repeatedly and the 
issue is unlikely to be settled until after the 

electoral conference in December 2017 that will 
choose the new ANC head," Fitch said. 
 
($1 = 12.9194 rand) 
(Reporting by Mfuneko Toyana; Editing by Joe Brock) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

Zambia 

Fitch: Zambia's Potential IMF Deal May 

Face Further Delays  

17-Jul-2017  
LONDON, July 17 (Fitch) Progress towards an 

IMF programme for Zambia remains slow and 
may be further delayed by domestic political 
events, Fitch Ratings says. Our expectation of 
an IMF programme is a key support to 
Zambia's 'B'/Negative sovereign rating. 

The IMF's most recent mission to Zambia, which 
concluded last month, resulted in the Zambian 
authorities agreeing with the IMF on the 
"remaining actions needed to reach staff-level 

agreement". A request to the IMF Executive 
Board could be made in August if the two sides 
can "reach understandings in the coming 
weeks". 
But the IMF's end-of-mission statement suggests 
that recent progress has been slower than 

expected, and that there are still obstacles to 

reaching a deal. It noted continuing revenue 
shortfalls and the possible emergence of new 
arrears, and highlighted the need for improved 
fiscal discipline. In May, Zambia's Finance 
Minister Felix Mutati said a deal for as much as 
USD1.6 billion would be concluded by the end of 

June. 
Domestic political pressures could distract the 
authorities' focus from the economy. On 12 July, 
the Zambian Parliament approved the "enhanced 
security measures" that President Edgar Lungu 
instituted earlier in the month after a fire 
destroyed the country's biggest market. 

Tensions have been increasing since the main 

opposition leader Hakainde Hichilema was 
arrested and charged with treason in April, for 
supposedly obstructing President Lungu's 
motorcade. The opposition's legislators 
boycotted the vote on the security measures. 

Hichilema lost the August 2016 presidential 

election to Lungu, but claims that the result was 

fraudulent. 

Political stability has been a rating strength for 
Zambia, which has experienced less political 
violence or election-related instability than many 
'B' and 'BB' category sovereigns. The key rating 
drivers continue to be fiscal and external deficits 
and their effect on public sector debt and the 

economy's vulnerability to shocks. The key risk 
stemming from domestic political tension or 
uncertainty would be if it escalated to a point 
which jeopardised the IMF's and other lenders' 
willingness to provide Zambia with external 
financing. 

Talks with the IMF began last year after falling 
copper prices and large fiscal deficits had seen 
the kwacha fall to record lows against the dollar. 

An IMF programme would help support the 
balance of payments, provide a policy anchor for 
fiscal and economic reforms, and unlock 
additional sources of external financing from 

multilateral and bilateral lenders. 
 
Media Relations: Athos Larkou, London, Tel: +44 203 
530 1549, Email: athos.larkou@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Zimbabwe 

Zimbabwe's 2016 budget deficit hits 

worse than forecast $1.4 bln  

20-Jul-2017  
•2016 budget deficit hits $1.4 billion, 10 
percent of GDP 
•Chinamasa says $134 million paid to white 

former farmers 
•State firms and farmers' subsidies contribute 
to deficit 

HARARE, July 20 (Reuters) - Zimbabwe's 

budget deficit rose to $1.4 billion, or 10 
percent of national output, in 2016, worse 
than previously revised estimates, the 
country's finance minister said. 

The shortfall arose from unbudgeted subsidies to 

farmers, food imports following a devastating 

drought, compensation to white former farmers 
and support for loss-making state-owned firms, 
Patrick Chinamasa told parliament on Thursday. 
The increase far exceeded an initial projection of 
$150 million, Chinamasa said. In his annual 
budget address last December, he said the 

deficit had risen to $1.18 billion. 
Chinamasa said the government paid white 
former farmers $134 million last year as 
compensation for land seized by President 
Robert Mugabe's government since 2000. The 
amount had not been set aside in the initial 
budget. 
The IMF has said compensating the farmers is 
among the requirements for Zimbabwe to 
access new foreign funding. 

Ben Gilpin, acting director at Commercial 
Farmers Union of Zimbabwe, a grouping of less 
than 200 members from 4,500 at the start of 
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Mugabe's land seizure drive in 2000, said he was 

not aware of who had been compensated by the 

government. 
"We haven't seen or heard of those payments 
from people whom we have been in contact 
with. We would need to check where those 
payments have gone," Gilpin told Reuters. 
OUTLOOK POSITIVE 

Chinamasa said the government had initially set 
aside $66 million to finance farmers last year but 
ended up spending $615 million. Most of the 
money was borrowed from domestic banks and 
the central bank, he said. 
This year's deficit, previously forecast at $400 
million, is also expected to increase by nearly 

$120 million due to a maize subsidy, Reuters 
calculations show - a scheme that Mugabe's 
critics say will be open to abuse and saddle a 
troubled economy with more debt. 

Chinamasa reiterated that a rebound in 
agriculture would propel growth of 3.7 percent in 
2017. Revenues, at $3.7 billion, are expected to 
be in line with official forecasts. 
"The outlook for 2017 is very positive," he said 

in a half-year budget review statement to 
parliament. 
The IMF has urged Zimbabwe to slash public 
sector wages, now at more than 90 percent of 
the national budget, reduce farm subsidies and 
improve transparency in the mining sector, 

reforms that can win the country new funding 
from foreign lenders. 

 
(Reporting by MacDonald Dzirutwe; editing by Mark 
Heinrich and Alexander Smith) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
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