
 

PDM Network Weekly Newsletter on Emerging Markets 

For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  1 

 
Emerging Sovereign Debt Markets NEWS 

 
                       Number 51 Week 16 - 22 December 2017 

                                                                

      

     

 

 
ASIA ......................................................... 2 

Afghanistan ................................................... 2 
Wolesi Jirga rejects national draft budget 
for next fiscal year of 1397 ....................... 2 

China ............................................................. 3 
Fitch Places Chinese Government-Related 
Entities on Rating Watch on Exposure 
Draft Publication ....................................... 3 

India .............................................................. 3 
India Govt Bonds Fall Tracking US Yield; 
MPC Minutes Awaited ............................... 3 

India budget to focus on rural areas after 
Modi's narrow victory at home ................. 3 

India Government Bonds Likely Lower 
Ahead Of Debt Sale ................................... 4 

Indonesia ...................................................... 4 
Indonesia fin min sees up to 130 trln 
rupiah tax shortfall in 2017 ...................... 4 

Fitch Upgrades Indonesia to 'BBB'; 
Outlook Stable .......................................... 5 

Iran ............................................................... 6 
Iran economy's recovery strengthening 
but bank reform is urgent, IMF says ......... 6 

Mongolia ........................................................ 7 
IMF approves $79.1 mln loan for 
Mongolia, says gov't meets targets........... 7 

IMF says Mongolia economy is recovering, 
showing 'durable' growth ......................... 7 

Philippines ..................................................... 8 

Philippine president expects more tax 
reform measures in 2018 .......................... 8 

Philippines heard to hire banks for dollar 
bond offering ............................................ 8 

Qatar ............................................................. 9 
Qatar central bank says investigating 
effort to manipulate riyal .......................... 9 

Saudi Arabia .................................................. 9 

Saudis boost spending, slow austerity 
drive in 2018 budget................................. 9 

Saudi finance minister says drawdown of 
foreign assets to slow further ................. 10 

Moody's Says Saudi Arabia's 2018 Budget, 
new Fiscal Balance Program Hint At More 
Gradual Consolidation ............................. 10 

South Korea ................................................. 11 
South Korea set to issue 36.7 trillion won 

of T-bonds in 2018.................................. 11 

EUROPE .................................................. 11 

Albania ........................................................ 11 
Albania to sell 17.4 bln leks (129.5 mln 
euro) of 3-mo, 1-yr T-bills Dec 29 .......... 11 

Bosnia ......................................................... 11 
Bosnia's Federation to sell 15.3 mln euro 
of 5-yr T-notes on Dec 27 ....................... 11 

Czech Republic ............................................ 11 
Czech parliament approves 2018 budget 
in final vote ............................................ 11 

Croatia ......................................................... 11 
Croatia sees almost balanced budget in 
2017 ....................................................... 11 

Hungary ....................................................... 12 
Hungary sees EUR 1 bln FX bond issuance 
next year ................................................ 12 

Hungary's domestic euro bond to have 2- 
to 5-year maturity .................................. 12 

Hungarian central bank keeps rates 
unchanged, mortgage bond buying in 
focus ....................................................... 12 

Kosovo......................................................... 13 
Kosovo to sell 25 mln euro of 2-yr T-notes 
on Dec 29 ............................................... 13 

Moldova ....................................................... 13 
IMF approves $22 mln loan tranche for 
Moldova .................................................. 13 

Poland ......................................................... 13 
Poland's central budget posts 2.4 bln 
zlotys gap in Jan-Nov ............................. 13 

Romania ...................................................... 14 
Romania sells below target 208 mln lei 
(45 mln euro) of 2024 T-notes ............... 14 

Romania rejects all bids at tender to sell 
June 2019 T-bonds ................................. 14 

Russia .......................................................... 14 
Putin orders bond issue in 2018 to help 
repatriation of funds ............................... 14 

Russia to give priority to Russian buyers 
of 2018 Eurobond ................................... 15 

Ukraine ........................................................ 15 

Ukraine will do enough to get IMF aid 
next year ................................................ 15 

LATIN AMERICA AND CARIBBEAN ........... 16 

           Table  of  contents 



 

PDM Network Weekly Newsletter on Emerging Markets 

For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  2 

Argentina ..................................................... 16 

Argentina says November primary deficit 
was $1.67 billion .................................... 16 

Brazil ........................................................... 16 

Brazil tries to avert credit downgrade as 
pension reform doubts grow ................... 16 

Brazil gov't frees up $1.5 bln in public 
spending this year .................................. 17 

Colombia ..................................................... 17 
Colombia cuts spending for 2017 to meet 
fiscal goals .............................................. 17 

Mexico ......................................................... 17 
S&P says Mexico 'BBB+/A-2' foreign 
currency ratings affirmed  ...................... 17 

Venezuela .................................................... 18 
Venezuela default more likely on 
sovereign bonds than PDVSA's ............... 18 

AFRICA ................................................... 18 

Chad ............................................................ 18 
Chad, Glencore talks to renegotiate $1 bln 
loan fail again ......................................... 18 

Congo .......................................................... 19 
IMF ends week-long mission to Congo 
Republic without bailout deal ................. 19 

Egypt ........................................................... 19 

Egypt seeks proposals for dollar bond 
issues ..................................................... 19 

Ethiopia ....................................................... 19 
Fitch Affirms Ethiopia at 'B'; Outlook 
Stable ..................................................... 19 

Mozambique ................................................ 21 
Mozambique's economy needs reforms, 
fiscal discipline to grow .......................... 21 

Senegal ....................................................... 22 
Senegal's GDP growth to top 6 pct in 2017 
for third year running ............................. 22 

South Africa ................................................. 22 
Fitch Says South African Political 
Uncertainty To Persist In 2018 ............... 22 

OCEANIA ................................................ 22 

Fiji  ………………………………………………………22 
Reserve Bank of Fiji - Press Release No 30 
- Monetary Policy December 2017 .......... 22 

EMERGING MARKET ................................ 23 

Emerging market debt trading volume up 
15 pct in third quarter vs second ............ 23 

GLOBAL................................................... 23 

Moody's: Global Growth Is Improving, But 
Public Debt Remains High ....................... 23 

Please note: The information contained herein is selected by the PDM Network Secretariat from and is 

provided as a service to Subscribers. is considered to be a reliable source. However, the Secretariat 
cannot guarantee the accuracy of information reported and is not responsible for any opinions expressed and data enclosed. 

 
 

ASIA 
 

Afghanistan 

Wolesi Jirga rejects national draft 

budget for next fiscal year of 1397  

17-Dec-2017  
The national draft budget for the next fiscal 
year of 1397 on Wednesday's plenary session 
was rejected with majority votes by 
legislators.  

In accordance to agenda, the commission on 
financial and budget, general accounts and 

banks affairs provided information about the 
national draft budget for fiscal year of 1397, 
added, all budget for fiscal year of 1397 is 360 
billion AFs and amount of 267 billion AFs is 
ordinary budget and 93 billion AFs is 
development budget.  
The session was held under the chairmanship 
of Abdul Rauf Ibrahimi, while the national 

draft budget for fiscal year of 1397 was 
rejected due to lack of balance.  

In the sideline of today's session, variety of 
issues were discussed including appreciation 
from holding of summit by the organization of 

Islamic cooperation countries in Turkey in order 
to recognizing of Jerusalem as a Palestine capital 
and condemning of the US President Donald 
Tramp's decision for recognizing of Jerusalem as 

a Israel's capital.  
A number of legislators suggested for evaluation 
of bilateral ties of Afghanistan and US even they 
appreciated President's participation at the 
Organization of Islamic Cooperation countries in 

Turkey.  
Overall some parliamentarians called on interior 

affairs and justice ministries to evaluate the 
political parties' activities in order to prevent 
from ethnic and linguistic prejudices.  
Likewise, a few people representatives criticized 
on National Unity Government (NUG) for lack of 
implementing of their commitments for people.  
Meanwhile in today's session, some of MPs 

pointed about electoral reforms commission and 
they claimed against government for lack of 
implementing of act in the favor of people in this 
regard.  
Legislators meanwhile expressed their 
concerns for lack of holding of parliamentary 
election; they urged if the parliamentary 
election is not hold in particular time as a fair 

and transparent, country will faced with 
crisis.  

Dismissing of the Independent Election 



 

PDM Network Weekly Newsletter on Emerging Markets 

For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  3 

Commission (IEC) head by President was called 

illegal by a few people representatives.  

Likewise, legislators expressed their concerns in 
relation to the country's security situation and 
Deash armed insurgents activities, added, in this 
group some foreigner armed rebels has been 
dispatched in Kunar and Northern provinces.  
A legislator from Oruzgan province said, 

governor of the mentioned province should be 
asked by domestic security commission in 
relation to the existence problems over there.  
The Wolesi Jirga chairman Abdul Rauf Ibrahimi 
thanked for the Turkey President in order to 
holding of summit with member states of the 

organization of Islamic cooperation (OIC) for 
recognizing of Jerusalem as a Palestine capital.  
Overall the house chairman said, sans doubt the 

Daesh armed insurgents activities is in the 
country, so government is responsible for 
preventing of that.  
 
Original document 
http://wolesi.website/pve/showdoc.aspx?Id=6468  
Public permalink 
http://www.publicnow.com/view/4F6416E8937CE4136

937241274D9BB42D1C2ED6C  
(C) Copyright 2017 - House of People of the Islamic 
Republic of Afghanistan 
 
 
 

China 

Fitch Places Chinese Government-

Related Entities on Rating Watch on 

Exposure Draft Publication  

20-Dec-2017  
HONG KONG, December 20 (Fitch) Fitch Ratings 

has placed the Long-Term Foreign- and Local-
Currency Issuer Default Ratings (IDRs) of a 

number of Chinese government-related 
entities (GREs) on Rating Watch Negative 
(RWN) or Rating Watch Positive (RWP). The 
respective bond issues and programmes have 
also been placed on RWN or RWP. 

The worksheet "Rating Actions" provides: 

•A full list of ratings placed on RWP or RWN 
•Primary analyst and secondary analyst contact 
information 

Summary of IDR rating actions: 
•All ratings either placed on RWP or RWN 
The worksheet is available by clicking the link 
above. 
KEY RATING DRIVERS 

The rating actions follow the publication of the 
Exposure Draft: Government Related Entities 

Criteria 
RATING SENSITIVITIES 

Fitch expects to resolve the Rating Watches 
within the next six months from the publication 
of the criteria. 

If the final criteria are substantially similar to the 
exposure draft, then the ratings are likely to be 

impacted after the final criteria are published. 
Fitch will monitor both the application of existing 
and any new central government laws, 

regulations and directives that will effectively 

prohibit or restrict support by the local and 

regional governments to the entities, with a 
practical impact on the entities' future ability to 
service their debts. Fitch interprets such 
initiatives as being undertaken by the central 
government to disentangle GREs from public-
sector balance sheets, address indiscriminate 

GRE debt growth, and encourage greater market 
discipline. 
Depending on the degree of certainty and the 
extent of the prohibition, the agency will take 
rating action which could result in either a 
widening of the notching or the adoption of a 

bottom-up ratings approach, possibly even to 
the extent of the removal of all support 
expectations. 

 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

 
 

India 

India Govt Bonds Fall Tracking US 

Yield; MPC Minutes Awaited  

20-Dec-2017  
By Dharam Dhutia 

NewsRise 
MUMBAI (Dec 20) -- Indian government bonds 

fall tracking sharp spike in U.S. Treasury 
yields as tax bill nears passage, while 
sentiment also cautious ahead of MPC’s 

December meeting minutes. Benchmark note 

now at INR97.20, against INR97.37 previous 
close, while benchmark yield at 7.20% versus 
7.18% previous close. “We have seen a sharp 
jump in U.S. yields as their tax cuts will lead to 
more borrowing. We expect benchmark yield to 
trade near 7.20% today,” says trader at 
brokerage. 10-year U.S. treasury yield ended at 

2.46% yesterday, its highest since March, as tax 
bill was passed by House or Representatives. 

India MPC to releases minutes of its December 
5-6 meeting after market today. “The comments 
of the members, especially the governor, will be 
keenly watched,” trader adds. Benchmark yield 

pegged in 7.17%-7.22% band today. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited by Abhijit Basu 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 

 
 

India budget to focus on rural areas 

after Modi's narrow victory at home  

21-Dec-2017  
NEW DELHI, Dec 21 (Reuters) - India's 

government will likely increase funding for 

http://wolesi.website/pve/showdoc.aspx?Id=6468
http://www.publicnow.com/view/4F6416E8937CE4136937241274D9BB42D1C2ED6C
http://www.publicnow.com/view/4F6416E8937CE4136937241274D9BB42D1C2ED6C
http://www.fitchratings.com/
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the farm and rural sectors in the budget for 
the coming fiscal year, finance ministry 

officials said, to shore up political support in 
the countryside ahead of a raft of elections.  

"The next budget will focus on farmers, rural 
jobs and infrastructure while making all 
attempts to follow a fiscal prudence path," a 
senior finance ministry official told Reuters. 
Prime Minister Narendra Modi's government won 

an election in his home state of Gujarat this 
week, but only just as it faced discontent fuelled 
by falling farm incomes and a lack of jobs. 
In 2018 and early 2019, there will be eight state 
elections in the heartland, leading up to a 
national election in 2019.  
On Feb. 1, Finance Minister Arun Jaitley is 

expected to present his last full-year budget, for 

the 2018/19 year that begins April 1.  
 
(Reporting by Manoj Kumar; Editing by Richard 
Borsuk) 
(( manoj.kumar@thomsonreuters.com ; +91 11 4954 
8029; Reuters Messaging: 
manoj.kumar.thomsonreuters.com@reuters.net )) 

 
 

India Government Bonds Likely Lower 

Ahead Of Debt Sale  

22-Dec-2017  
By Dharam Dhutia 
NewsRise 

MUMBAI (Dec 22) -- Indian government bonds 

are likely to fall in early session as investors 
await fresh supply of notes through a weekly 
auction. 

The benchmark bond yield is likely to trade in 
7.18%-7.24% band till the auction results later 
in the day, a trader with a private bank said. 
Yesterday, the bond had closed at 97.13 rupees, 

yielding 7.21%. 
“Ahead of the supply and because of the long 
weekend, we may see some selling,” said the 
trader. “Any comments on fiscal deficit or 
borrowing will move the market.” 
India will sell four bonds worth 150 billion 
rupees, which includes 80 billion rupees of the 

benchmark note. Today’s sale will take the 
outstanding of this paper to 1.21 trillion rupees. 
Some traders were expecting that the 
government may issue a new 10-year note this 
week.  
Bonds recovered yesterday, after Reuters 
reported, quoting government officials, that 
New Delhi may cut its spending by 300 billion 

rupees in January-March, which may help the 
government to meet its fiscal deficit target. 
India aims to maintain its fiscal deficit at 3.2% 
of gross domestic product in this financial year. 
However, bonds have fallen in recent sessions 
amid fears that the government may breach the 
target, which may lead to additional borrowing. 

India is committed to maintaining the previously 
announced glide path to bring down the fiscal 
deficit, Finance Minister Arun Jaitley said 
yesterday. So far the government has 
maintained the fiscal deficit glide path, Jaitley 
said while replying to lawmakers in parliament’s 

lower house. Both the fiscal gap and current 

account deficit are under control, he added. 

India’s fiscal deficit for the April-October period 
was 96.1% of the government’s estimate for this 
financial year, significantly wider than 79.3% of 
budget aim in the same period last year. 
KEY FACTORS: 

*U.S. Treasury prices rose in the previous 

session, with the yield on the 10-year note at 
2.48% 
*Benchmark Brent crude oil contract was last at 
$64.68 per barrel against $64.90 per barrel in 
the previous session 
*RBI to auction government bonds worth 
INR150 billion 

*RBI to conduct 7-day variable rate reverse repo 
auction worth 250 billion rupees 

*RBI to conduct 14-day term repo auction for 
INR220 billion 
*Winter session of parliament continues 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 

91-22-61353308 
- Edited By Vipin Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 

 
 
 

Indonesia 

Indonesia fin min sees up to 130 trln 

rupiah tax shortfall in 2017  

20-Dec-2017  

JAKARTA, Dec 20 (Reuters) - Indonesia's 

finance minister on Wednesday said she 
expects tax revenue to miss the government's 
target by 110 trillion to 130 trillion rupiah 
($9.57 billion) this year, but maintained her 
outlook for the size of the fiscal deficit. 

"Although there would be a tax shortfall, 
spending also would not reach the full target 
that has been budgeted," Sri Mulyani Indrawati 

told reporters, without explaining the reason for 
the shortfall. 

Indonesia had originally targeted tax revenue of 
1,472.7 trillion rupiah for the year, according to 
its revised state budget released in July. In the 
Dec. 15 year-to-date period, the government 
has collected 1,211.5 trillion in tax revenue. 

Still, Indrawati maintained her outlook for the 
size of the fiscal deficit to be around 2.6-2.7 
percent of GDP for 2017. 
The minister has frequently said the 
government will continue slashing 
unnecessary spending to keep a tighter rein 
on its finances.  

She also said better-than-assumed oil prices this 

year have helped the government's non-tax 

revenue exceed its target of 260.2 trillion rupiah 
due to revenue from the oil and gas sector. By 
mid-December, the government has recorded 
281 trillion in non-tax revenue. 
The government has an official target for its 
budget deficit to be 2.92 percent of GDP this 

mailto:manoj.kumar@thomsonreuters.com
rm://manoj.kumar.thomsonreuters.com@reuters.net/
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year, below Indonesia's 3 percent legal limit. 

It launched a tax amnesty program last year to 

broaden the taxpayer base, and nearly $360 
billion of assets were declared before it ended in 
March this year. The programme added 107 
trillion rupiah to its 2016 revenue.  
 
($1 = 13,580 rupiah) 
(Reporting by Tabita Diela; Writing by Fransiska 
Nangoy; Editing by Sam Holmes) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 

 
 

Fitch Upgrades Indonesia to 'BBB'; 

Outlook Stable  

21-Dec-2017  
HONG KONG, December 20 (Fitch) Fitch Ratings 

has upgraded Indonesia's Long-Term Foreign- 
and Local-Currency Issuer Default Ratings 
(IDR) to 'BBB', from 'BBB-'. The Outlook is 
Stable. 
A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 

The upgrade of Indonesia's IDRs reflects the 
following key rating drivers:- 
Indonesia's resilience to external shocks has 
steadily strengthened in the past few years, as 
macroeconomic policies have consistently been 

geared towards maintaining stability. A more 
flexible exchange-rate policy since mid-2013 has 
helped foreign reserve buffers swell to USD126 
billion as at November 2017, reaching seven 
months of current account payments, compared 
with the 'BBB' median of six months. Moreover, 

monetary policy has been sufficiently disciplined 
to limit bouts of volatile capital outflows during 
challenging periods. Macro-prudential measures 
have helped curb a sharp rise in corporate 
external debt, while financial deepening has 
coincided with improved market stability. The 
focus on macro stability is also evident in 

credible budget assumptions in the previous few 

years. 
Indonesia's resilience has improved, but external 
challenges remain, including potential emerging 
market pressure in the context of the US Federal 
Reserve's policy normalisation. Indonesia's 

dependence on commodities remains 

relatively high and both its net and gross 
external debt (166% of current account 
receipts; 'BBB' median: 130%) remain 
elevated compared with 'BBB' peers. 
Domestically, the possibility that political noise 
becomes a distraction from economic policy-
making in the run up to the 2018 local elections 
and 2019 presidential election represents a risk 
to the strong reform drive and could undermine 

domestic and foreign market sentiment, 
although such an outcome is not Fitch's base 
case. 
The government's concerted structural reform 
drive is improving a still-challenging business 
environment. Implementation of measures to 

reduce business procedural and permit 

requirements have sharply improved Indonesia's 

position in the World Bank's Ease of Doing 
Business ranking to 72nd out of 190 countries; a 
rise of 37 places in two years. The reforms also 
seem to be contributing to stronger external 
finances, with foreign direct investment (FDI) 
picking up in recent quarters to such an extent 

that Fitch expects net FDI to cover the current 
account deficit over the next few years. 
Indonesia's 'BBB' IDRs also reflect the following 
key rating drivers:- 
GDP growth remains strong against peers, as 
illustrated by average 5.1% growth over the 

previous five years ('BBB' median: 3.2%), 
although this is still short of the above 6% levels 
prior to the terms-of-trade shock in 2012. Fitch 

expects GDP growth to rise to 5.4% in 2018 and 
5.5% in 2019, from 5.1% in 2017. Indonesia is 
benefiting from the global pick-up in trade and 
stabilising commodity prices. Investment is also 

set to gain further momentum on higher public 
infrastructure spending, lower borrowing costs 
and structural reform implementation. 
A low general-government debt burden of 
28.5% of GDP in 2017, as expected by Fitch, 
compares well with the 'BBB' median of 

41.1%. The government is adhering to a self-
imposed budget-deficit ceiling of 3% of GDP, 

which has helped maintain investor confidence in 
Indonesia during times of market turbulence. 
The government's 2018 deficit target of 2.2% of 

GDP exhibits a conservative approach, providing 
leeway for budgetary pressure in an election 
year. Fitch believes the deficit outturn is more 
likely to remain broadly stable at 2.7% of GDP, 

and stay within the 3% ceiling. 
The government's revenue intake is very low; 
among Fitch-rated sovereigns, only four have 
lower government revenue as a percentage of 

GDP. This constrains direct-government 
financing of infrastructure projects and increases 
reliance on state-owned enterprises (SOE) to 
address the large infrastructure deficit. Hence, 

non-financial SOE debt of 4.5% of GDP as of July 
2017 is likely to increase substantially in the 
coming few years, raising the state's contingent 

liabilities. 
Fitch considers the sovereign's exposure to 
banking-sector risks as limited. Private credit 

represents only 37% of GDP and the banking 
sector's capital adequacy ratio remains strong, 
at 23.2% in October 2017. Banks' non-
performing, special mention and restructured 
loan ratios stabilised in 2017. Risks that built up 
in the previous credit cycle led to deferral of 
private-sector capital expenditure and a rise in 

gross non-performing loans to 3.0% of total 
assets as of October 2017, from a low of 1.8% 
at end-2013. 
Indonesia's economy continues to exhibit 
some structural weaknesses, notwithstanding 
recent improvements from reform 
implementation, and is less developed on a 
number of metrics than that of many peers. 
Average per capita GDP is low at USD3,780, 

compared with the 'BBB' range median of 

mailto:Fransiska.Nangoy@thomsonreuters.com
rm://fransiska.nangoy.thomsonreuters.com@reuters.net/
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USD11,173, and governance remains weak, 

compared with rating category peers, as 

illustrated by a low World Bank governance 
indicator score in the 45th percentile, albeit 
improving from 42nd a year ago ('BBB' median: 
60th percentile). 
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 did not adjust the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR. 
Fitch's sovereign rating committee decided to 

remove the -1 notch QO adjustment it had 
previously applied to Indonesia's SRM output in 

respect of External Finances. In Fitch's view, 
Indonesia's External Finances have become 
more resilient to potential external 
vulnerabilities as a result of the consistent focus 
of the government's policy framework on 

macroeconomic stability and the improvement in 
external buffers, including foreign-exchange 
reserves. 
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: 

 Further strengthening of external finances, 

for instance, by expansion of the 
manufacturing export base and lower 
commodity export dependence or a decline 
in external debt levels. 

 Continued improvement of the business 

environment and governance standards. 

 An improvement in the government revenue 

ratio from better tax compliance and a 
broader tax base. 

The main factors that, individually or 
collectively, could trigger negative rating action 
are: 

 A sharp and sustained external shock to 

foreign and/or domestic investor confidence, 
with the potential to cause external financing 
difficulties. 

 Adverse political developments that lead to a 

removal of the budget deficit ceiling as a 
fiscal anchor, increasing the overall public 
debt burden. 

 A weakening in macroeconomic prospects, 

for example, from a change in the 
authorities' focus on monetary stability or 
reversal of reforms to the business 
environment. 

KEY ASSUMPTIONS 

 The global economy performs broadly in line 

with Fitch's Global Economic Outlook 
(December 2017). 

Full list of rating actions: 

Long-Term Foreign-Currency IDR upgraded to 

'BBB' from 'BBB-'; Outlook Stable 
Long-Term Local-Currency IDR upgraded to 
'BBB' from 'BBB-'; Outlook Stable 
Short-Term Foreign-Currency IDR upgraded to 
'F2' from 'F3' 
Short-Term Local-Currency IDR upgraded to 'F2' 
from 'F3' 

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

Issue ratings on long-term senior unsecured 
local-currency bonds upgraded to 'BBB' from 

'BBB-' 
Issue ratings on short-term senior unsecured 
local-currency bonds upgraded to 'F2' from 'F3' 
Issue ratings on Perusahaan Penerbit SBSN 
Indonesia III global certificates (sukuk) 
upgraded to 'BBB' from 'BBB-' 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 

 
 
 

Iran 

Iran economy's recovery strengthening 

but bank reform is urgent, IMF says  

18-Dec-2017  

DUBAI, Dec 18 (Reuters) - Iran's economy is 

starting to recover more rapidly from years of 
international sanctions but the country 
urgently needs to shore up its banks, a senior 
International Monetary Fund official said on 
Monday. 

Gross domestic product growth soared to 12.5 
percent in the year through last March 20, but 

that was almost entirely due to a leap in oil 
exports, after most sanctions were removed 
under a deal with world powers on Tehran's 
nuclear programme. 
Oil exports are no longer growing nearly as fast. 
But the economic recovery is now beginning to 

extend to non-oil areas, said Catriona Purfield, 
head of an IMF team which held annual 
consultations with the Iranian government this 
month. 
"Growth has begun to broaden to the non-oil 
sector," Purfield said in a statement, predicting 
GDP would expand 4.2 percent in the current 

fiscal year and that growth could rise towards 
4.5 percent in subsequent years with financial 

reforms. 
Official statistics in Iran are often incomplete 
and released only slowly, and the policy-
making process can be opaque, so Iran's 
consultations with the IMF provide one of the 

mailto:wailun.wan@fitchratings.com
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clearest glimpses into its economy.  

The country's recovery has been slowed by 

tensions with the United States, where President 

Donald Trump has raised the possibility that 
sanctions could be reimposed or new sanctions 
introduced. This has deterred many banks and 
other foreign companies from operating in Iran. 
Purfield said that given such uncertainty and the 

increasing vulnerability of Iran's financial 
system, the government urgently needed to 
restructure and recapitalise banks and credit 
institutions. 
"An asset quality review, related-party 
lending assessment, and a time-bound action 
plan to recapitalise banks and address non-
performing loans should start immediately," 

she said, adding that the cost of recapitalising 

banks could be covered with long-term 
government bond issues. 
Iranian banks were weakened during the 
sanctions years by a sluggish economy, 
government interference in lending decisions, 
lax regulation and excessive competition with 

unlicensed financial institutions. 
Authorities are now discussing how to deal 
with tens of billions of dollars of bad debt, but 
efforts to address the problem have been 
slowed by its cost and complexity. 

The government of President Hassan Rouhani 
has also submitted to parliament amendments 
which it says would strengthen legislation 
against money laundering and the financing of 

terrorism. 
The IMF urged Tehran to pass the amendments 
by an end-January 2018 deadline set by the 
Financial Action Task Force, a global body 
fighting illicit money flows. This would help Iran 
re-integrate into the global financial system, the 

IMF said. 
Iran's central bank has been intervening in the 
foreign exchange market to support the rial 
currency in the face of the international 
uncertainty. 
But the IMF urged the central bank to let 
exchange rates move more freely and to abolish 

a dual system of official and market rates, 
saying this would prevent Iran's foreign reserves 

from running down and make the economy more 
competitive.  
 
(Reporting by Andrew Torchia; Editing by Raissa 
Kasolowsky) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 
 

Mongolia 

IMF approves $79.1 mln loan for 

Mongolia, says gov't meets targets  

16-Dec-2017  
SHANGHAI, Dec 16 (Reuters) - The 

International Monetary Fund has approved a 
loan of about US$79.1 million for Mongolia 

following two rounds of reviews of the 
country's performance. 

In a statement, the IMF said the completion of 

the first and second reviews of Mongolia's 
performance enables the country to draw the 
equivalent of 55.912 million in the IMF's Special 
Drawing Rights (SDR), equivalent to about 
US$79.1 million. 
That would bring total disbursements to 

SDR83.868 million, or about $118.6 million, as 
part of a three-year extended arrangement 
under the IMF's Extended Fund Facility, the 
statement said.  
The IMF approved the extended arrangement in 
May for about US$425 million. 
Mongolia had met "all quantitative targets" 
under the arrangement thanks in part to 
"strong policy implementation and a 
supportive external environment," as well as 
notable progress in structural reforms, the 
statement said. 

Mongolia's economy is expected to grow by 3.3 
percent in 2017, "considerably better than 
forecasted at the time of programme approval," 
the statement said. 

While praising the country's progress on 
structural, fiscal and social reforms, the IMF said 
that Mongolia continues to face economic risks. 
"With debt still high and the economy still 
exposed to global commodity developments, it is 
critical to maintain strong commitment to the 

programme," Mitsuhiro Furasawa, IMF's acting 

chair and deputy managing director said in the 
statement. 
"Sustained implementation of the reform 
agenda, will help cement solid growth, improve 
confidence, strengthen fiscal revenues and 
foreign reserves, and mobilise donor support." 
 
(Reporting by Andrew Galbraith; Editing by Shri 
Navaratnam) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 

 
 

IMF says Mongolia economy is 

recovering, showing 'durable' growth  

20-Dec-2017  
By Terrence Edwards 
ULAANBAATAR, Dec 20 (Reuters) - Mongolia's 

economy is outpacing growth expectations 
this year despite budget cuts as the coal trade 
has been strong even as exports slowed in the 
second half, an International Monetary Fund 
official said. 

Growth has proved "more durable than 
anticipated", IMF Resident Representative Neil 
Saker told Reuters. 
In 2016, Mongolia was hit by an economic crisis 

due to government overspending and declining 
revenue from commodity exports. Saker said the 
country is now headed toward recovery. 
The IMF has raised its 2017 growth projection 
for Mongolia to 3.3 percent from 2.0 percent. 
The Fund has dispersed $79.1 million from a 

mailto:andrew.torchia@thomsonreuters.com
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$5.5 billion bailout fund to relieve the 
Northeast Asian country's debt burden and 

stabilise the local currency.  

The IMF has committed to a three-year 
extended fund facility worth $434.3 million, 
while Mongolia also has loans from Japan and 
South Korea as well as a currency swap 
agreement with China. 
The growth forecast was upgraded even though 

Mongolia's government made budget cuts to 
reduce the fiscal deficit to 7.5 percent of gross 
domestic product instead of 17 percent. 
The stronger growth stems from higher coal 
prices paid by Mongolia's number-one trade 
partner, China. 
Mongolian miners have seen greater demand 

this year after the closure of some of China's 

mines and Beijing's ban on coal imports from 
North Korea. 
CUSTOMS CRACKDOWN  

However, Mongolia's coal exports have slowed 
since July, as customs authorities have allowed 
fewer coal trucks into China amid a crackdown 

on smuggling of meat and other goods. 
Saker said growth diminished into the fourth 
quarter as the momentum from coal slowed, but 
"greater private investment and growing 
consumption and other mining exports would 
boost growth in 2018." 
"It's not just coal any more," he said. 

In the first 11 months of this year, coal made up 
38 percent of Mongolia's exports and nearly half 

of its mineral exports, data from its national 
statistics office show. 
Longer-term, the IMF is encouraging a 
diversification of the economy away from 

mineral resources. 
"Crucially important for diversification are 
macro-economic stability, low inflation and a 
competitive exchange rate," Saker said. 
He added that the banking reforms now being 
implemented would help bring investment to 
sectors other than mining. 
 
(Reporting by Terrence Edwards; Editing by Adam 
Jourdan and Richard Borsuk) 
(( terrence.edwards@thomsonreuters.com )) 
 
 
 
 

Philippines 

Philippine president expects more tax 

reform measures in 2018  

19-Dec-2017  
MANILA, Dec 19 (Reuters) - Philippine President 
Rodrigo Duterte said lawmakers are expected to 
pass more measures early next year under his 

comprehensive tax reform agenda, after signing 

on Tuesday a bill containing the first batch of 
reforms into law. 
Among the measures that are up for approval by 
Congress in the first quarter of 2018 is the 
adjustment in the motor vehicle users' charge, 
which will help raise more revenues. 

The bill approved by Congress last week is 

expected to raise 92 billion pesos ($1.8 billion) 

in revenues in its first year, less than the 
Department of Finance had hoped to raise to 
fund the administration's ambitious 
infrastructure overhaul plan. 
Duterte has promised to usher in a "golden 
age of infrastructure" by raising annual 
spending on it to more than 7 percent of gross 

domestic product from less than 3 percent 
before he began his six-year term in 2016. 

Finance Secretary Carlos Dominguez had initially 
supported an earlier version of the bill that 
sought to raise as much as 162 billion pesos. 
The measures under the landmark Tax Reform 
for Acceleration and Inclusion Act, or TRAIN, will 
raise just two-thirds of the expected revenues 

from the first package of reforms, but Duterte is 
satisfied with it. 
"This is just an initial part of our gains," Duterte 
said at the presidential palace after signing the 
tax reform and budget bills into law. "I thank 
Congress again for its commitment to pass the 

balance by the first quarter of next year." 
The balance includes, among others, a general 
tax amnesty, the proposed adjustments in the 
motor vehicle users charge and amendments to 
the bank secrecy law. 
Duterte hailed the approved bill as his 
administration's "biggest Christmas gift to the 

Filipino people" saying 99 percent of the 
taxpayers will benefit from the "simpler, fairer 

and more efficient" tax system. 
Reforms under the TRAIN include lower personal 
income taxes, expanded value-added tax base, 
higher taxes on petroleum products, 
automobiles and tax imposition on some sugar-

sweetened beverages, among others. 
Duterte directed the finance department to 
submit to Congress early next year the second 
package of proposed reforms that includes 
lowering corporate income tax. The department 
is looking at reducing the rate to 28 percent by 

2019 and 25 percent by 2021, from 30 percent 
now. 
He also signed the 2018 budget bill into law, 
which increases state spending by 12 percent 
to a record 3.77 trillion pesos, which will also 
support infrastructure spending. 

But while he described it as a "credible budget", 
Duterte said it was subject to "several line 
vetoes" that he would discuss in a veto message 

to Congress. He did not elaborate.  
 
(Reporting by Enrico dela Cruz and Manuel Mogato; 
Editing by Jacqueline Wong) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
 

 
 

Philippines heard to hire banks for 

dollar bond offering  

21-Dec-2017  
By Krishna Merchant 
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SINGAPORE, Dec 21 (IFR) - The Republic of the 

Philippines is heard to have hired six banks 
for a potential offering of US dollar bonds 
early next year, according to a market source. 

The six are Citigroup, Credit Suisse, Deutsche 
Bank, Morgan Stanley, Standard Chartered Bank 
and UBS, though the Baa2/BBB/BBB rated 
sovereign has yet to confirm the mandate. 
However, Philippines treasurer Rosalia de Leon 

has said the sovereign plans to head for the 
market early next year to sell global dollar 
bonds. 
In January, the Philippines raised $2 billion 
from 25-year dollar bonds at 3.75 percent. 
The size and the tenor of the upcoming 
offering are expected to be similar to the 
January 2017 trade, according to the source. 

Last week, Fitch upgraded the Philippines to BBB 

from BBB– in a major agency’s first upgrade for 
the sovereign since 2014, citing consistent 
macroeconomic strength. 
 
(Reporting by Krishna Merchant; Editing by Dharsan 
Singh and Daniel Stanton) 
(( Krishna.Merchant@thomsonreuters.com ; +65 
64174544; )) 
 
 
 

Qatar 

Qatar central bank says investigating 

effort to manipulate riyal  

19-Dec-2017  

DUBAI, Dec 19 (Reuters) - Qatar's central bank 

said on Tuesday that it had launched a legal 
investigation into attempts by countries 
opposed to it to harm the Qatari economy by 
manipulating the currency, securities and 
derivatives markets. 

"We know blockading countries and their agents 
are attempting to manipulate and undermine our 
currency, securities and derivatives, as part of a 

coordinated strategy to damage Qatar’s 
economy," central bank governor Sheikh 
Abdullah bin Saud al-Thani said in a statement. 

"We will not stand by while our country is 
attacked in this manner," he said, adding that 
the central bank had hired New York-based law 
firm Paul, Weiss, Rifkind, Wharton & Garrison 

LLP to lead the investigation.  
Saudi Arabia, the United Arab Emirates, Bahrain 
and Egypt imposed an economic boycott on 
Qatar in June, accusing it of backing terrorism, 
which it denies. 
The boycott has caused the withdrawal of 

billions of dollars of deposits from Qatari banks, 
disrupted shipping routes to Qatar and closed its 
border with Saudi Arabia, over which much of its 
imports of food and building materials came. 
However, the world's top liquefied natural gas 

exporter has been able to ride out the boycott 
by deploying its huge financial reserves to shore 

up its banks and develop domestic industries. 
Since the boycott was imposed, the Qatari riyal 
has sometimes traded in the offshore currency 

market at rates several percent weaker than 

those in the onshore market, where it has 

stayed close to its official peg of 3.64 to the U.S. 
dollar. 
In an interview with Reuters last month, another 
Qatari central banker, Khalid Alkhater, said the 
low offshore rates were due to some banks - 
which he said were from nations boycotting 

Qatar, without naming the institutions - seeking 
to manipulate the market by exchanging riyal at 
weak levels. 
There was no immediate comment on Tuesday 
from the central banks of the four countries 
imposing the boycott. 

The Qatari central bank said a number of 
financial institutions and individuals had been 
asked to preserve documents in advance of legal 

proceedings. It did not name them. 
"Make no mistake – where we find attempts to 
manipulate the Qatari riyal or Qatar’s financial 
markets, we will take every step to identify and 

hold accountable anyone engaging in, or 
attempting to engage, in this illegal behaviour," 
Sheikh Abdullah said. 
 
(Reporting by Saeed Azhar,; Writing by Andrew 
Torchia, Editing by William Maclean) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 
 

Saudi Arabia 

Saudis boost spending, slow austerity 

drive in 2018 budget  

19-Dec-2017  

 Balanced budget target pushed back to 
2023 from 2020 

 Government balancing rating agencies, 

need for feel-good factor 

 Next year's growth projections may be too 

optimistic 

 But state funds will also spend outside 
budget 

 Budget appears to assume oil price of $51 

to $55 a barrel 

By Katie Paul and Rania El Gamal 
RIYADH, Dec 19 (Reuters) - Saudi Arabia will 

increase government spending next year and 
slow an austerity drive as it struggles to lift 
the economy out of recession in the face of 
low oil prices, according to a state budget 
released on Tuesday. 

Riyadh plans to increase spending to a record 
978 billion riyals ($261 billion) in 2018, the 
finance ministry said. That is up from 890 billion 
riyals in the original 2017 budget plan and 926 

billion riyals of actual spending this year.  
As a result, the decline in the government's 
budget deficit will slow next year. The 2018 
deficit is projected at 195 billion riyals, or 7.3 
percent of gross domestic product, against an 
actual 230 billion riyals in 2017. 

In a speech, King Salman formally announced 

mailto:Krishna.Merchant@thomsonreuters.com
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that the target date for eliminating the deficit 

would be pushed back to 2023 from the original 

target of 2020. Finance ministry officials had 
already informed local economists of the change 
last month. 
Much of next year's increased spending will go 
to infrastructure projects that would benefit 
private companies, government ministers told a 

nationally televised briefing. 
"In 2018, we will keep issuing legislation that 
will support the private sector, and we will also 
privatise some sectors that are ready and 
interest private business," said economy 
minister Mohammad al-Tuwaijri. 
Riyadh has imposed new taxes and slashed 
spending in some areas bring down its deficit 
since 2015, when lower oil export revenues 
produced a record budget gap of 367 billion 
riyals, or about 15 percent of GDP. 

The austerity drive has restored investor 
confidence in the Saudi currency and financial 
markets but taken a toll on the economy, where 
private sector growth has slowed to a crawl. 

Data for the first half of 2017 showed the overall 
economy in recession, partly because of cut-
backs in oil output. 
That has prompted the government, under 
pressure to cut an unemployment rate among 
Saudi citizens that is officially put at 12.8 
percent, to plan on loosening its purse strings 

next year. 
The budget plan predicts the economy will grow 

2.7 percent in 2018 after contracting 0.5 percent 
in 2017. The non-oil sector is projected to 
expand 3.7 percent next year. 
Many private economists said those growth 
targets might be too optimistic, since the 

government plans to introduce a 5 percent 
value-added tax in January and raise domestic 
energy prices later in the year. 

But Monica Malik, chief economist at Abu Dhabi 
Commercial Bank, said Riyadh needed to shift 
policy towards faster growth to support long-
term reforms designed to reduce the economy's 
reliance on oil exports. 

"They are balancing fiscal consolidation required 
by rating agencies and international investors - 

they can't have a blowout budget - with the 
domestic need to show progress with the 
economic transformation plan, and boost the 
feel-good factor with stronger growth," she said. 
Estimating the impact of the budget is harder for 

2018 because of the government's increasing 
use of its giant Public Investment Fund and 
other state funds to invest in projects that lie 
partly outside the budget plan, economists said. 
The finance ministry said that including these 
funds, government spending would total 1.11 
trillion riyals next year. State loans worth 32 

billion riyals would be offered to fund home 
construction, in an effort to address a housing 

shortage that is a major frustration for Saudis. 
Another uncertainty is how Saudi Arabia's 
massive crackdown on corruption, launched last 
month with the arrest of dozens of princes, 

senior officials and top businessmen, will affect 
revenues. 

The government has said it aims to claw back 

some $100 billion of illicit funds through 

settlements and prosecutions of people detained 
in the crackdown. 
Saudi Arabia, the world's top oil exporter, does 
not disclose the oil price assumptions behind its 
budget. But private economists calculated that 
the 2018 budget appeared to assume an 

average Brent crude price of around $51 to $55 
a barrel. It is now around $63, suggesting 
revenues may be larger than projected next 
year. 
 
(Additional reporting by Aziz El Yaakoubi and Maha El 
Dahan, writing by Andrew Torchia, editing by William 
Maclean, Larry King) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 

 
 

Saudi finance minister says drawdown 

of foreign assets to slow further  

19-Dec-2017  
RIYADH, Dec 19 (Reuters) - The drawdown of 

the Saudi Arabian central bank's net foreign 
assets is likely to slow next year and in years 
to come, Finance Minister Mohammed al-
Jadaan said on Tuesday. 

He was speaking in an interview after releasing 

a 2018 state budget that includes a rise in 

spending to a record high, as the government 
slows its austerity drive in order to boost 
flagging economic growth. 
 
(Reporting by Katie Paul and Rania El Gamal; Writing 
by Andrew Torchia) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 

 
 

Moody's Says Saudi Arabia's 2018 

Budget, new Fiscal Balance Program 

Hint At More Gradual Consolidation 

20-Dec-2017  
Dec 20 (Reuters) - Moody's :  
Says Saudi Arabia's 2018 budget and updated 
fiscal balance program hint at more gradual 
fiscal consolidation. 

Says planned spending increases will support 
Saudi Arabia's real GDP growth in 2018. 
says Saudi Arabia's 2018 budget shows 
government stepped-up spending in q4, and this 
"somewhat looser fiscal stance" will continue in 
2018. 
From a financing perspective, expects Saudi 

Arabia's Govt will continue to tap international, 

local capital markets, & draw on its fiscal 
reserves. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
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South Korea 

South Korea set to issue 36.7 trillion 

won of T-bonds in 2018  

20-Dec-2017  
SEOUL, Dec 20 (Reuters) - South Korea said on 

Wednesday that it would issue a net 36.7 
trillion won ($33.94 billion) in treasury bonds 
in 2018, down slightly from the 37.6 trillion 
won estimated for this year. 

The finance ministry said it would strengthen 
monitoring of the bond market throughout next 

year because financial market volitility could rise 
given onshore and offshore market 
uncertainties. 
 
($1 = 1,081.4000 won) 
(Reporting by Dahee Kim; Editing by Eric Meijer) 
((Dahee.Kim@thomsonreuters.com; +82 2 3704 
5643; Reuters Messaging: 
dahee.kim@thomsonreuters.com)) 
 

EUROPE 

 

Albania 

Albania to sell 17.4 bln leks (129.5 mln 

euro) of 3-mo, 1-yr T-bills Dec 29  

21-Dec-2017  
TIRANA (Albania), December 21 (SeeNews) – 
Albania's finance ministry said on Tuesday it 
will offer a combined 17.4 billion leks ($153.6 
million/129.5 million euro) worth of three-

month and one-year Treasury bills at an 
auction on December 29. 

On offer are 5 billion leks of three-month 
Treasury bills and 12.4 billion leks of one-year 
government securities, the ministry said. 
The finance ministry raised 2.5 billion leks from 
the sale of three-month T-bills at an auction held 
on January 24. The average weighted yield on 

the issue remained unchanged at 1.22% 
compared to the previous auction of three-
month government paper. 
On December 5, the finance ministry sold 8.2 
billion leks worth of one-year T-bills. The 
average weighted yield on the issue rose to 
2.63% from 2.54% previously. 
 
(1 euro = 132.990 leks) 
Copyright 2017 SeeNews. All rights reserved. 
 
 
 

Bosnia 

Bosnia's Federation to sell 15.3 mln 

euro of 5-yr T-notes on Dec 27  

19-Dec-2017  
SARAJEVO (Bosnia and Herzegovina), December 

19 (SeeNews) – Bosnia's Federation entity will 

offer 30 million marka ($18.1 million/15.3 
million euro) of five-year Treasury notes at an 
auction on the Sarajevo Stock Exchange on 
December 27. 

The par value of the T-notes, which will mature 
on December 28, 2022, is 1,000 marka apiece. 
At the last auction of five-year T-notes, held in 
May 2016, the Federation raised 40 million 

marka at a yield of 1.871%. 
The Federation is one of two autonomous 
entities forming Bosnia and Herzegovina. The 
other one is the Serb Republic. 
 
(1 euro=1.95583 marka) 
Copyright 2017 SeeNews. All rights reserved. 
 
 
 

Czech Republic 

Czech parliament approves 2018 

budget in final vote  

19-Dec-2017  

PRAGUE, Dec 19 (Reuters) - The Czech 

parliament gave its final approval on Tuesday 
to the 2018 central state budget, which 
envisages a 50 billion crown deficit ($2.30 
billion), sending it to the president to sign 
into law. 

The budget, whose planned deficit at a time of 

rapid economic growth has drawn criticism, will 
be implemented by the new government that 

took power following an October election.  
Prime Minister Andrej Babis, whose ANO party 
won the October election, has so far been unable 
to secure coalition partners or support from 
other parties for his minority government. 
 
(Reporting by Robert Muller; Editing by Gareth Jones) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
 
 
 

Croatia 

Croatia sees almost balanced budget in 

2017 

22-Dec-2017  
ZAGREB, Dec 22 (Reuters) - Croatia's general 

budget gap this year is likely to be lower than 
planned, nearing a balanced budget, Finance 
Minister Zdravko Maric said on Friday. 

Last month Croatia cut the 2017 deficit target to 
0.6 percent of gross domestic product from its 

original plan of 1.3 percent due to better 
revenue collection. 
"Now I can say I expect an even lower deficit 

level, maybe close to a balanced budget," Maric 
said. 
For 2018 Croatia plans a budget deficit of 0.5 
percent of GDP, eyeing a balanced budget in 
2019 and a surplus of 0.8 percent in 2020. 

mailto:Dahee.Kim@thomsonreuters.com
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Due to strong fiscal consolidation in the last 

three years Croatia has managed to considerably 

reduce the fiscal gap from more than five 
percent of GDP. 
Maric said he hoped to see a credit rating 
upgrade in 2018. The newest European Union 
member is currently rated two notches below 
investment grade by all three main global rating 

agencies. 
Croatia aims to reduce public debt to around 76 
percent of GDP in 2018 from close to 80 percent 
currently. Public debt reduction is an important 
part of Croatia's goal to adopt the euro within 7-
8 years. 
 
(Reporting by Igor Ilic) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 
 

Hungary 

Hungary sees EUR 1 bln FX bond 

issuance next year  

19-Dec-2017  
BUDAPEST, Dec 19 (Reuters) - Hungary has 2.3 

billion euros ($2.72 billion) worth of foreign 
currency debt expiries next year, of which it 
plans to cover 1 billion euros with 
international bond issuance, government debt 
agency AKK said on Tuesday. 

The debt agency said it aimed to roll over 
expiring debt mainly from forint-denominated 
issuance, in line with the policy of recent years, 
which could result in the share of foreign 
currency debt falling to 20 percent of the total 
stock in 2018 from 22 percent. 
It said the planned foreign-currency bond 

issuance could be denominated in U.S. dollars, 
euros, yen or renminbi.  
Hungary's net financing need is seen at 1.361 
trillion forints ($5.14 billion) next year, while 
gross debt issuance is planned at 8.84 trillion 
forints, the AKK said. 
 
($1 = 0.8468 euros); ($1 = 264.96 forints) 
(Reporting by Krisztina Than and Gergely Szakacs) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 

 
 

Hungary's domestic euro bond to have 

2- to 5-year maturity  

19-Dec-2017  
BUDAPEST, Dec 19 (Reuters) - Hungary's new 

domestic euro-denominated bond would have 
a 2- to 5-year maturity, government debt 
agency Chief Executive Gyorgy Barcza told a 

news conference on Tuesday. 

Economy Minister Mihaly Varga added that the 
amounts offered as well as the frequency of the 
new bond tenders would be determined later. 
He also said Hungary would receive 300 billion 

to 600 billion forints ($1.13 billion to $2.26 

billion) worth of European Union funds by the 

end of 2017. 
 
($1 = 265.4 forints) 
(Reporting by Krisztina Than and Gergely Szakacs) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 

 
 

Hungarian central bank keeps rates 

unchanged, mortgage bond buying in 

focus  

19-Dec-2017  

 Bank leaves base rate at 0.9 pct as 
expected 

 Overnight deposit and lending rates also 
unchanged 

 Bank will buy mortgage bonds from 2018 

 Bank in easing mode, does not worry 

about inflation 

 Sees GDP growth slowing in 2019 and 
2020 

By Krisztina Than and Gergely Szakacs 

BUDAPEST, Dec 19 (Reuters) - Hungary's 

central bank left all its main interest rates 
unchanged at record lows on Tuesday, 
hanging on to its unconventional stimulus 
programmes aimed at curbing long-term 
interest rates. 

The bank announced last month that it would 
start buying mortgage bonds from 2018. It 
wants to push yields lower on longer-dated 

government bonds and encourage borrowers to 
choose fixed-rate housing loans. 
Run by a strong ally of rightist Prime Minister 
Viktor Orban, the bank wants to drive borrowing 
costs lower -- even as global central banks and 
the nearby Czech central bank have started 
tightening. 

The Monetary Council said it expected inflation 
to reach its target of 3 percent plus or minus 1 
percentage point by mid-2019, for which loose 
monetary conditions were necessary. 

"The Council will closely monitor developments 
in monetary conditions and will ensure the 

persistence of loose monetary conditions over a 
prolonged period by using the extended set of 
monetary policy instruments," it said in a 
statement. 
The Council said that after several rounds of 
talks with banks, it would decide on the 
operational details of its mortgage bond 
programme and new interest rate swaps 
announced last month until Dec. 22 and will 

issue a separate statement. 

In its new inflation report, the bank left its 
inflation forecasts unchanged for 2018 and 
2019. However, it raised its 2018 GDP projection 

to 3.9 percent from 3.7 percent. 
"GDP growth will approach 4 percent in 2017 
and 2018, then it will slow down from 2019 

onwards," the bank said, forecasting only 2.7 
percent growth for 2020. 

mailto:igor.ilic@thomsonreuters.com
mailto:gergely.szakacs@tr.com
https://twitter.com/szakacsg
rm://gergely.szakacs.thomsonreuters.com@reuters.net/
mailto:gergely.szakacs@tr.com
https://twitter.com/szakacsg
rm://gergely.szakacs.thomsonreuters.com@reuters.net/
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The decision to keep the base rate at 0.9 
percent was in line with the unanimous 

forecast of 18 analysts in a Reuters poll last 
week.  

Most analysts do not see a change in the base 
rate until at least 2020. 
The forint traded at 313.30 after the bank's 
meeting, unchanged from levels before the 
announcement. 

The bank is bucking a global tendency of raising 
interest rates, without worrying about inflation, 
which picked up to 2.5 percent in November 
from 2.2 percent in October. 
It is still below the bank's 3 percent target, 
which has a 1 percentage point tolerance range 
on either side. 

"We believe in the lack of further wage 

acceleration ...or external price shocks, inflation 
is likely to remain below the 4 percent upper 
band of the NBH's target even in 2019, allowing 
policy makers to stick to their ultra-dovish 
stance until the ECB begins to hike rates," 
Citibank analyst Eszter Gargyan said in a recent 

note. 
 
(Reporting by Krisztina Than; Editing by Jeremy 
Gaunt) 
(( krisztina.than@thomsonreuters.com ; +36 1 327 
4745; Reuters Messaging: 
krisztina.than.thomsonreuters.com@reuters.net )) 
 
 
 

Kosovo 

Kosovo to sell 25 mln euro of 2-yr T-

notes on Dec 29  

19-Dec-2017  
PRISTINA (Kosovo), December 19 (SeeNews) – 
Kosovo will offer 25 million euro ($29.4 

million) of two-year, fixed-rate Treasury 
notes at an auction on December 29, 
according to data from the country's central 
bank. 

The issue will mature on January 3, 2020, the 
central bank said in a notice posted on its 

website. 
At the last auction of two-year T-notes held on 
June 29, the central bank sold 20 million euro 

worth of government paper. Yield rose to 
0.55%, from 0.44% at the previous auction. 
 
($ = 0.84875 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 
 

Moldova 

IMF approves $22 mln loan tranche for 

Moldova  

21-Dec-2017  
KIEV, Dec 21 (Reuters) - The International 

Monetary Fund said its board had approved 

the disbursement of a loan tranche to Moldova 

worth about $22 million. 

The IMF and the ex-Soviet country agreed in 

November 2016 a three-year loan program 

worth $183 million, after negotiations had earlier 
been disrupted by a $1 billion corruption scandal 
that plunged the country into turmoil. 
The fund, in announcing the disbursement on 
Wednesday, said the Moldovan economy had 

stabilised since the recent banking crisis and 
forecast growth of around 3 percent in 2018, but 
warned that substantial risks remained. 
"Moldova continues to make important 
progress in strengthening macroeconomic and 
financial stability," said the IMF's deputy 
managing director and acting chair, Mitsuhiro 
Furusawa. 
"Nevertheless, significant challenges remain 

for progress to become irreversible," he said 
in a statement, advising the authorities 
continue efforts to clean up banks' balance 
sheets, among other recommendations. 

In 2015 Moldova's negotiations with the IMF and 
the European Union on funding were disrupted 
by the disappearance of the equivalent of one 
eighth of national output from Moldova's banking 
system, which triggered an economic and 

political crisis. 
The shock to the banking sector caused the 
economy to shrink 0.5 percent in 2015, although 
it returned to growth in 2016, expanding 4.1 
percent. 
 
(Reporting by Alessandra Prentice; Editing by Tom 
Brown) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
 

 
 

Poland 

Poland's central budget posts 2.4 bln 

zlotys gap in Jan-Nov  

21-Dec-2017  
WARSAW, Dec 21 (Reuters) - Poland's central 

budget deficit stood at 2.4 billion zlotys 
($678.27 million) in the first eleven months of 
the year, the finance ministry said on 
Thursday. 
The ministry also said that value added tax 

(VAT) revenue rose by 20.3 percent year-on-
year in the period. 
 
($1 = 3.5384 zlotys) 
(Reporting by Marcin Goettig; Editing by Marcin 
Goclowski) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
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Romania 

Romania sells below target 208 mln lei 

(45 mln euro) of 2024 T-notes  

18-Dec-2017  
BUCHAREST (Romania), December 18 
(SeeNews) - Romania sold on Monday 208 

million lei ($53 million/86 million euro) of 
Treasury notes maturing on April 29, 2024, 
below target, central bank data showed. 
The average accepted yield rose to 4.05% 
from 3.88% achieved at the last auction of 
government securities of the same issue held 

in November, the data indicated. 

Demand for the T-notes, which carry an annual 

coupon of 3.25%, fell to 263 million lei from 
541.4 million lei at the auction in November. 
The issue will be reopened on Tuesday when the 
finance ministry hopes to raise 60 million lei in a 
non-competitive tender. 

So far this month, the ministry rejected all bids 
in three auctions of government securities. 
The ministry has rejected all bids in three 
auctions of government securities held in 
November. It had originally planned to raise 2.7 
billion lei and an additional 330 million lei in 
non-competitive offers last month, but only 

managed to sell some 1.16 billion lei. 
Romania's finance ministry plans to auction 
2.5 billion lei worth of government securities 
and to sell an additional 315 million lei in non-
competitive offers in December. 

Year-to-date, the ministry has sold some 41 
billion lei and 340 million euro worth of 
government bills and bonds and has tapped 

foreign markets for 2.75 billion euro of 2027 and 
2035 Eurobonds. 
The ministry has said it plans to sell some 48-50 
billion lei worth of leu-denominated domestic 
debt this year. 
On Friday, the ministry said that it plans to raise 
to 27 billion euro ($31.9 billion) from 20 billion 

euro the borrowing ceiling under its Medium 
Term Notes programme for international 

markets. 
 
(1 euro=4.6260 lei) 
Copyright 2017 SeeNews. All rights reserved. 

 
 

Romania rejects all bids at tender to 

sell June 2019 T-bonds  

21-Dec-2017  

BUCHAREST, Dec 21 (Reuters) - Romania's 

finance ministry rejected all bids at a tender 
to sell 300 million lei ($76.81 million) worth 
June 2019 treasury bonds on Thursday, 
central bank data showed. 

Debt managers last sold the paper in 
September. Low market liquidity and a rise in 
interest rates have driven the finance ministry to 

reject all bids at several tenders in recent 
months. 
Romania sold roughly 40 billion lei and 340 

million euros of domestic bills and bonds this 

year. It has tapped foreign markets for 2.75 

billion euros of 2027 and 2035 Eurobonds. 
 
($1 = 3.9058 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 
 
 

Russia 

Putin orders bond issue in 2018 to help 

repatriation of funds  

21-Dec-2017  

 Concern about U.S. sanctions list due end-

January 

 Moscow wants the business executives to 

repatriate their money 

 Special bonds to return funds may worth 

up to $3 billion 

By Denis Pinchuk and Darya Korsunskaya 
MOSCOW, Dec 21 (Reuters) - Russia plans to 

adjust the terms of a sovereign Eurobond 
issue planned for next year so that businesses 
can repatriate funds in a way that would 
protect them from being damaged by 
potential new sanctions on Moscow. 

U.S. President Donald Trump signed into law a 

new package of sanctions in August. One of the 

provisions asked the U.S. Treasury Secretary to 
submit a report on the impact of expanding 
sanctions to cover Russian sovereign debt, with 
an outcome expected as early as February. 
Reuters reported earlier this month that 
wealthy Russians facing the prospect of 
targeted U.S. sanctions next year had floated 
the idea of a special treasury bond to help 

create favourable conditions for them to bring 
their cash home. 

President Vladimir Putin on Thursday told a 
meeting of top businessmen and government 
officials that he ordered the new bonds to be 
placed in 2018 and that the central bank and the 

government had been working on the issue. 
"I have given an order to define the necessary 

conditions and parameters to issue such papers 
for Russian investors and to ensure their 
circulation as soon as next year," Putin said. 
The central bank declined to comment. 
Sources had previously told Reuters that it was 
crucial, unlike with bank accounts, that future 

holders of such bonds be able to remain 
anonymous. 
Putin described the bonds as a "national external 
borrowing bond denominated in foreign 
currency", phrasing typically used to describe 
Eurobonds. 
Putin also said that the business people earlier 

this year had floated an idea of "mechanisms to 
repatriate the capital," adding the proposal 
included the use of external sovereign debt 
denominated in foreign currency. 
Russian Finance Minister Anton Siluanov told 

mailto:radu.marinas@thomsonreuters.com
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Reuters after the meeting that the Finance 

Ministry had considered issuing the Eurobonds 

up to a total of $3 billion, confirming the earlier 
plan for the next year. 
"In line with the instruction of the president, 
the Finance Ministry will consider the 
parameters to issue the Eurobonds that the 
Russian investors willing to repatriate the 
capital will be able to buy", the Ministry said 
in a separate statement. 

"We will create such an opportunity for them 
within the existing sovereign external debt 
programme without increasing its volume", the 
ministry said.  
The new sanctions package drafted by U.S. 
lawmakers is expected to include a list of 
individuals with close links to Putin. 

People on the list will not automatically be hit by 
personal sanctions, such as the freezing of 
foreign assets and bans on travel or access to 
foreign bank accounts. But many Russian 
business people have said they believe it will. 
 
(Reporting by Denis Pinchuk and Darya Korsunskaya; 
additional reporting by Elena Fabrichnaya; Writing by 
Andrey Ostroukh and Denis Pinchuk; Editing by Hugh 
Lawson and Jane Merriman) 

 
 

Russia to give priority to Russian 

buyers of 2018 Eurobond  

22-Dec-2017  
By Polina Nikolskaya 
MOSCOW, Dec 22 (Reuters) - Russia will give 

preference to domestic investors when it sells 
a fresh tranche of sovereign Eurobonds next 
year, Finance Minister Anton Siluanov said on 
Friday. 

Sovereign Eurobonds will be issued as part of 
President Vladimir Putin's order to repatriate 
some of the assets that Russian 
businesspeople currently hold abroad. 

Reuters reported this month that wealthy 
Russians facing the prospect of targeted U.S. 
sanctions next year had floated the idea of a 
special treasury bond to help create favorable 

conditions for them to bring their cash home. 

Putin confirmed the Reuters report by ordering 
on Thursday to place these new bonds in 2018. 
He said the central bank along with the 
government had been working on the issue. 
Siluanov on Friday said the Finance Ministry 
would offer its regular Eurobonds to those who 

wanted to repatriate funds. 
"In this particular case, of course, we will give 
priority to our domestic investors," Siluanov 
said of his ministry's plan to sell Eurobonds in 
2018 in the light of Putin's order. 

The Finance Ministry could also consider 
increasing the amount of Eurobonds on offer 
from the planned $3 billion if it sees strong 

demand for the papers, Siluanov said. In this 
case, it would trim the offer of rouble treasury 
bonds, known as OFZs, a third of which is held 
by foreigners. 
For now, demand for Eurobonds from those who 
want to repatriate funds is seen at between $1 

billion and $3 billion, Siluanov said. 

Sources had previously told Reuters that it was 

crucial, unlike with bank accounts, that future 
holders of such bonds be able to remain 
anonymous. 
Russia will also welcome foreign buyers of its 
Eurobonds next year, Siluanov told reporters 
on the sidelines of an annual gathering of the 
ruling United Russia party. 

"Of course it is important for us that the order 
book is filled with highly qualified foreign 
investors," he said. 
Russia plans to use its usual infrastructure for 
the Eurobond deal. Russian banks will act as 
organisers, while the Russian National 
Settlement Depository - a local version of 

Euroclear - will settle the deal, Siluanov said. 

 
(Reporting by Polina Nikolskaya; Writing by Katya 
Golubkova; Editing by Andrey Ostroukh and Alison 
Williams) 
(( ekaterina.golubkova@thomsonreuters.com ; +7 495 
775 1242; )) 
 
 
 

Ukraine 

Ukraine will do enough to get IMF aid 

next year 

19-Dec-2017  

By Natalia Zinets 
KIEV, Dec 19 (Reuters) - Ukraine should be 

able to meet International Monetary Fund 
conditions next year to unlock long-delayed 
funding under a $17.5 billion programme, 
Finance Minister Oleksandr Danylyuk said on 
Tuesday. 

Loans have been held up by backtracking by the 
government on reform commitments, while 
warnings from the IMF about next year's budget 

last week suggested there could be a further 
roadblock to the disbursement of the $2 billion 
tranche. 
Speaking to reporters at an end-of-year press 
conference, Danylyuk conceded that there were 

a few key conditions that still needed to be met. 
"But it is absolutely realistic that they will be 

fulfilled next year," he said. 
Next year, "the central bank expects two 
tranches of (IMF) loans, I hope that we will 
receive more," he said. 

A lack of clarity on the sustainability of recent 
pension laws, disagreement over gas pricing and 
a lack of progress on anti-corruption efforts are 
the main hurdles to overcome. 

Moreover, the IMF's representative in Ukraine 
told Reuters last week it saw "considerable risks" 
on the revenue and expenditure side of 
Ukraine's 2018 budget, though it agreed with 
the government's deficit target of around 2.5 

percent of GDP. 
Danylyuk said the finance ministry was willing to 

address the Fund's concerns. 
"Regarding the budget risks, they (the IMF) had 
issues with macroeconomic forecasts and there 

mailto:ekaterina.golubkova@thomsonreuters.com
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still remain a few issues on pension reform. In 

the near future we will take these issues off the 

table -- there are answers to all these 
questions," he said. 
On Monday, the central bank warned Ukraine 
risked destabilising its economy next year if it 
ceased cooperating with the IMF. 
With presidential and parliamentary elections 

due in 2019, the government has shelved 
potentially unpopular policy steps such as the 
IMF-backed gas price hike and lifting a 
moratorium on the sale of farmland. 
The central bank has also called for talks with 
the IMF to start on a new programme, but 

Danylyuk said this would be premature. 
"Now is not the time. As a minister, my position 
is that we need to successfully complete this 

programme," he said.  
 
(Writing by Alessandra Prentice; Editing by Matthias 
Williams and Catherine Evans) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 

 

LATIN AMERICA AND 
CARIBBEAN 

Argentina 

Argentina says November primary 

deficit was $1.67 billion  

20-Dec-2017  
BUENOS AIRES, Dec 20 (Reuters) - Argentina 

posted a primary fiscal deficit worth 29.66 
billion pesos ($1.67 billion) in November, the 
government said on Wednesday, up from 14 
billion pesos the same month last year and 
down from 32.49 billion pesos last month. 

The primary deficit, which excludes debt service, 
rose year-over-year because government 
revenue was unusually high in November 2016 
due to a tax amnesty program, the Treasury 
Ministry said in a statement. The cumulative 

primary fiscal deficit in the first 11 months of 
2017 was 2.8 percent of gross domestic product 

(GDP), within the government's target for a 
deficit of 4.2 percent of GDP.  
 
($1 = 17.7500 Argentine pesos) 
(Reporting by Luc Cohen; Editing by Tom Brown) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 
 
 
 

Brazil 

Brazil tries to avert credit downgrade 

as pension reform doubts grow  

18-Dec-2017  
By Marcela Ayres and Maria Carolina Marcello 

BRASILIA, Dec 18 (Reuters) - Brazil's Finance 

Minister Henrique Meirelles will speak to 
major credit rating agencies on Thursday as 
the government scrambles to avoid a 
sovereign debt downgrade due to growing 
doubts that its proposed pension reform can 
rein in surging public debt. 

A vote on the unpopular bill to overhaul the 
social security system, seen as vital to closing 
the fiscal deficit, has been delayed to 2018 after 

failing to muster support in Congress. 
Lawmakers have warned that handling the hot-
button issue ahead of next year's elections 
would reduce the chances of approval. 
Meirelles said in a radio interview he will tell 
rating agencies the delay until February does 
not mean pension reform will not be 

approved. He told Radio Estadão it would be 

"reasonable" for the agencies to wait until the 
bill is voted on before deciding on a potential 
downgrade. 
Lower house Speaker Rodrigo Maia on Monday 
said pension reform would be hard to approve if 
the bill is not passed by February. The first vote 
was put off last week and scheduled for Feb. 19 

after the Christmas-to-Carnival holiday recess. 
Maia told a news conference there is room to 
discuss a longer transition period for public 
sector employees, to include those who started 
working before 2003. While this would add to 
future pension costs, Maia said the government 
will refuse to give up one more penny in fiscal 

savings. 
The current version of the bill would save 480 
billion reais ($146 billion) over 10 years, 
according to government estimates, down from 
800 billion reais in the original proposal, before 
concessions were made to try to win passage. 
Brazil's bloated pension system, which is 
especially generous for public sector 
employees, is the main cause of a huge 
budget deficit that cost Latin America's 
largest nation its prized investment-grade 
credit rating two years ago. 

The finance ministry said Meirelles will hold 
conference calls with rating agency 
representatives on Thursday. 

Investors fear that failure to streamline social 

security could weaken Brazil's recovery from a 
deep economic downturn, forcing the central 
bank to raise interest rates from an all-time low 
and triggering new sovereign rating downgrades 
in 2018. 
Last week, Moody's Investors Service calling the 

delay in voting on the pension bill "credit 
negative". 
"This raises the possibility that the reform will 
not be approved next year, given political 
uncertainty surrounding the presidential 
elections," Moody's said in a note to clients. 
 
(Reporting by Marcela Ayres and Maria Carolina 
Marcello; Writing by Anthony Boadle; Editing by James 

Dalgleish) 
(( anthony.boadle@tr.com +55 61 98204-1110 ; 
tweets @anthonyboadle ;)) 
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Brazil gov't frees up $1.5 bln in public 

spending this year  

20-Dec-2017  
By Marcela Ayres 

BRASILIA, Dec 20 (Reuters) - The Brazilian 

government on Wednesday freed up an 
additional 5.003 billion reais' ($1.5 billion) 
worth of federal spending this year as Latin 
America's largest economy continued to 
recover from a deep recession. 

Reuters had reported the move earlier, citing a 
member of the government's economic team. 
The government cut its forecast for primary 

expenses by 4.566 billion reais, mostly due to 
lower subsidy expenses. That allowed it to 
unfreeze public spending even as it reduced its 

primary revenue forecast by 891.6 million reais. 
In a news conference, Planning Minister Dyogo 
Oliveira said farmers refrained from joining a 
debt-renegotiation program after its deadline 

was extended to the end of 2018, providing 
some relief to subsidy expenses this year. 
Brazil's central government -- comprised of 
the federal government, the social security 
system and the central bank -- is likely to post 
a smaller 2017 primary deficit than the 159 
billion real official target, Oliveira said. 

He added, however, that the government was 
likely to announce a fresh spending freeze early 

in 2018 to account for measures not approved 

by Congress. Lawmakers have not yet voted on 
bills raising levies on some investment funds and 
payroll taxes. 
With President Michel Temer's popularity in the 
single digits and next year's elections fast 

approaching, Congress has shown resistance to 
his austerity efforts. 
Last week, lawmakers delayed until February a 
key vote on a landmark bill cutting social 
security spending. The postponement sent 
financial markets on a tailspin. 
Higher tax revenues due to the economic 

recovery could offset part of the 2018 revenue 
shortfall, Oliveira said. 
Earlier this week, Finance Minister Henrique 

Meirelles said he did not rule out raising taxes or 
cutting spending to that effect. 
 
($1 = 3.29 reais) 
(Writing by Bruno Federowski; Editing by Matthew 
Lewis and David Gregorio) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 
https://twitter.com/b_federowski ; +55 11 5644 
7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 

 
 
 

Colombia 

Colombia cuts spending for 2017 to 

meet fiscal goals  

19-Dec-2017  
BOGOTA, Dec 19 (Reuters) - Colombia will 

reduce its spending for calendar 2017 by 4 

trillion pesos ($1.34 billion) to meet its fiscal 
goals, President Juan Manuel Santos said on 

Tuesday, amid a lower-than-expected tax 
collection and a reduction in the country's 
credit rating by Standard & Poor's. 

The Andean nation is likely to miss its 129.9 
trillion peso ($43.65 billion) tax collection target 
because of disappointing economic expansion, 
the government has said. The revenue number 
is considered key to meeting the government's 

budget deficit target of 3.6 percent of gross 
domestic product. 
Ratings agency Standard & Poor's last week 
lowered Colombia's long-term foreign currency 
sovereign credit rating by a notch to BBB-minus, 
citing the country's weakened policy flexibility. 
S&P rated Colombia's outlook as stable, 

indicating it expects the country's political 
institutions and economic policies to continue 
to contribute to economic stability. 

"Two days ago I signed a decree reducing the 
budget by 4 trillion pesos, precisely to comply 
with the fiscal rule, which the market and 
multilateral organizations will value. The market 
is our unrelenting judge," Santos told 

journalists. 
"We have done very important work to keep 
ourselves inside the fiscal rule, which is what 
ratings agencies most look at." 
Tax collection between October and January was 
lower than expected and so the spending 
reduction was needed, the decree said. 

The Finance Ministry is expected to present 
economic targets for 2018 on Thursday. 
 
($1 = 2,975.59 Colombian pesos) 
(Reporting by Nelson Bocanegra; Writing by Julia 
Symmes Cobb; Editing by Steve Orlofsky) 
(( julia.cobb@thomsonreuters.com ; +57-316-389-
7187) ) 
 
 
 

Mexico 

S&P says Mexico 'BBB+/A-2' foreign 

currency ratings affirmed   

19-Dec-2017  
Dec 18 (Reuters) -  

S&P - Mexico 'BBB+/A-2' foreign currency 

ratings affirmed; local currency ratings 
lowered to 'A-/A-2' on change in 
methodology. 

S&P on Mexico - stable outlook reflects 
expectation of continuity in economic policies in 
coming two years. 
S&P -action on local currency ratings on 

revisions to its rating methodology, not due to 
deterioration of its view of Mexico's sovereign 
creditworthiness. 
S&P on Mexico - stable outlook reflects 

expectation of fiscal policy that contains general 
government debt burden. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
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Venezuela 

Venezuela default more likely on 

sovereign bonds than PDVSA's 

19-Dec-2017  
By Dion Rabouin 
NEW YORK, Dec 15 (Reuters) - Venezuela is 

more likely to default on its sovereign bonds 
than on those of state-run oil company PDVSA 
given how essential the latter's cash flow is to 
the country's fortunes, bondholders and legal 
experts have said. 

Both asset classes cratered last month after 

President Nicolas Maduro told creditors that 
Venezuela wanted to restructure its foreign debt, 

which includes some $60 billion in bonds issued 
by PDVSA and its owner, the Venezuelan 
government. 
The oil Petroleos de Venezuela SA (PDVSA) 

produces is the country's primary export and 
means of generating income. A default by 
PDVSA could leave its assets outside the 
country, mainly its U.S. refiner Citgo Petroleum, 
vulnerable to seizure. 
"If, on the one hand, the Venezuelan 
government is intent on doing everything it can 

to protect PDVSA’s assets and, on the other 
hand, the country does not have the resources 
to service the debt of the Republic as well, one 

could imagine them deciding to continue to 
service the PDVSA bonds and cease payment of 
the republic bonds," said Mark Walker, 
managing director and head of sovereign 

advisory at Millstein & Co.  
“That said, we really do not know what the 
government’s strategy may be," said Walker, 
who has been in informal discussions with 
creditors about the next potential steps after 
Maduro's call for a debt restructuring. 
Eight different investors and legal experts 
contacted by Reuters in recent days agreed 
that the PDVSA bonds were a safer bet than 
the sovereigns.  

The Venezuelan government may soon be 

running low on cash, forcing it to make some 
hard decisions. Its crude output dipped last 
month to the lowest level in nearly three 
decades, producer group OPEC said. And about 

two dozen high-level PDVSA executives have 
been arrested in a major corruption sweep, 
ridding the company of much of its top brass. 
"I have a hard time seeing them making 
sovereign payments next year," Francisco 
Rodriguez, chief economist at brokerage Torino 

Capital, said during a panel discussion on 
Venezuela sponsored by the Americas 
Society/Council of the Americas in New York.  
Rodriguez noted that about 90 percent of 
Venezuela's foreign exchange capacity comes 

from PDVSA. 
Adding to the attractiveness of owning PDVSA's 

rather than government bonds is that the oil 
company's bonds do not include collective action 
clauses, or CACs. CACs allow a debt 

restructuring to go ahead with authorization 

from 75 percent of participants, binding any 

dissenting creditors into the process. 
The majority of outstanding Venezuelan 
government debt (12 out of 14 issues) have 
CACs attached. 

A group of about 200 bondholders who met 
most recently in London are unsure about how 
Venezuela will proceed, but those who consider 

a default to be imminent generally believe it will 
be in the sovereign issues rather than in PDVSA, 
according to sources familiar with the meeting. 
The upcoming payments for PDVSA's bonds over 
the next year are also lower than those owed on 
the nation's sovereign bonds - $6 billion in 
sovereign payments versus $2.9 billion for 

PDVSA - perhaps providing Venezuela time to 

rebuild cash reserves without igniting an all-out 
war with creditors. 
There has been little sign of this view being 
reflected in any kind of premium for PDVSA 
bonds over the Venezuelan sovereign, with 
both generally trading at around 20 cents to 
the dollar, with the exception of the oil 
company's 2020 bonds, which are explicitly 

secured by a stake in Citgo. 

The uncertainty about what will happen next 
with Venezuelan debt in general has been 
exacerbated by U.S. sanctions - preventing 
further debt from being issued and therefore 
making a restructuring impossible - and 
Venezuela's economic collapse. 

Still, the view that PDVSA debt would be a 
better bet than the sovereign is far from 
unanimous, with some investors saying the 
country’s situation is dire enough that there’s 
little upside in either. 
"We don't own any Venezuela debt and I think 
differentiating between the sovereign and 

PDVSA bonds is like rearranging the deck chairs 
on the Titanic,” said James Barrineau, co-head 
of emerging market debt at Schroders 
Investment. “This is a hyperinflationary 
economy that's spiraling downward at a rapid 
rate and oil production is imploding.” 

The situation is far worse than in other countries 
that have gone through debt restructurings, 

such as Argentina, Ecuador, Greece or Ukraine, 
both Barrineau and Millstein's Walker said. 
“This isn't going to be an Argentina type of 
situation," said Barrineau. "It's going to be 
vastly more complex." 
 
(Reporting by Dion Rabouin; Editing by Christian 
Plumb and Susan Thomas) 
(( Dion.Rabouin@thomsonreuters.com; +1-646-223-
5946; Reuters Messaging: 
dion.rabouin.reuters.com@reuters.net )) 
 
 

AFRICA 
 

Chad 

Chad, Glencore talks to renegotiate $1 

mailto:Dion.Rabouin@thomsonreuters.com
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bln loan fail again  

20-Dec-2017  

By Julia Payne 
LONDON, Dec 20 (Reuters) - A delegation from 

Chad and commodities trader Glencore failed 
to reach a deal to restructure a more than $1 
billion oil-backed loan after another round of 
talks in Paris that ended this week, a source 
familiar with the matter said. 

Glencore lent the west African country's state oil 
firm SHT (Societe des Hydrocarbures du Tchad) 
about $1.45 billion in 2014 to be repaid with 
crude oil. The loan was subsequently syndicated 
with several banks.  
The loan was restructured once in 2015 after 
the crash in global oil prices but Chad is 
struggling to repay the debt and funds from 

the International Monetary Fund hang upon 
reaching new terms. 

Spokesmen for SHT and Glencore declined 
comment. Talks would continue though the 
parties had hoped the latest round would yield 
an agreement. 
Chad began the latest round of discussions with 
Glencore and other lending banks last week.  

The two sides previously met in Paris in early 
November and Chad's finance minister was 
sacked the following week after no agreement 
was reached. 
Under IMF pressure, the source said Chad was 
seeking a longer maturity, of 12 years, and a 
lower interest rate of 5 percent than what 

was last proposed by Glencore and the other 
lenders in November.  

While the longer time frame was agreed to, the 
interest rate and a Glencore commission remain 
sticking points, the source said, as Glencore 
wants to stick to a 6.75 percent rate. 
Previously, Glencore and the other lenders had 
offered to extend the maturity to 2025 from 

2022 and include a grace period on the principal, 
among other concessions. 
To gain an edge in negotiations, Chad decided to 
redirect crude previously allocated to Glencore in 
a marketing agreement to ExxonMobil instead 
starting from January, which has made 
negotiations fraught. 

 
(Reporting by Julia Payne, editing by Louise Heavens 
and Adrian Croft) 
(( julia.payne@thomsonreuters.com ; +44 207 542 
1836; )) 
 
 
 

Congo 

IMF ends week-long mission to Congo 

Republic without bailout deal  

21-Dec-2017  
ABIDJAN, Dec 21 (Reuters) - The International 

Monetary Fund (IMF) ended a week of 
negotiations aimed at hammering out a deal 

to bail out Congo Republic's debt-plagued 
economy without reaching an agreement on 
an assistance package, it said in a statement 

on Thursday. 

Like other Central African oil producers, Congo 

has been hit hard by low crude prices. The IMF 

said in October that the country's public or 
publicly guaranteed debt totalled $9.14 billion, 
or around 110 percent of GDP, by the end of 
July.  
 
(Reporting by Joe Bavier) 
(( joe.bavier@thomsonreuters.com ; +225 07074101; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 

 
 
 

Egypt 

Egypt seeks proposals for dollar bond 

issues  

17-Dec-2017  
DUBAI, Dec 17 (Reuters) - Egypt has asked 

banks for proposals to arrange U.S. dollar-
denominated Eurobonds, banking sources 
said. 
The request was made last week, the sources 
said, but provided no further details.  

The finance ministry was not immediately 

available for comment, but Finance Minister Amr 
El-Garhy said in October that Egypt would issue 
a dollar-denominated Eurobond between January 
and February 2018, to be followed by a euro-

denominated debt sale later in the year. 
Egypt issued $7 billion in international bonds this 

year, through a $4 billion trade in January, and 
a re-opening of the same bond in May. BNP 
Paribas, Citigroup, JP Morgan and Natixis 
arranged the issues. 
 
(Reporting by Davide Barbuscia; Editing by Gareth 
Jones) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
 
 
 

Ethiopia 

Fitch Affirms Ethiopia at 'B'; Outlook 

Stable  

21-Dec-2017  

HONG KONG, December 21 (Fitch) Fitch Ratings 

has affirmed Ethiopia's Long-Term Foreign-
Currency Issuer Default Rating (IDR) at 'B' 
with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Ethiopia's 'B' rating is constrained by low 

development and governance indicators that 
rank among the weakest in the universe of 
sovereigns rated by Fitch. The rating also 
balances strong economic growth supported 
by the country's ambitious industrialisation 
strategy against the attendant 
macroeconomic imbalances illustrated by a 

mailto:julia.payne@thomsonreuters.com
mailto:joe.bavier@thomsonreuters.com
rm://joe.bavier.thomsonreuters.com@reuters.net/
mailto:Davide.Barbuscia@thomsonreuters.com
rm://davide.barbuscia.reuters.com@reuters.net/
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wide, but narrowing, current account deficit, 
thin external buffers and investment-related 

build-up of public sector debt. 

The current account deficit (CAD) has narrowed 
to 7.9% of GDP in fiscal year 2017 (FY17, year 
to 7 July 2017) from 11.5% of GDP in FY16 due 
to a slowdown in import-intensive public 
investment. Major infrastructure projects have 

been completed and the government is taking 

steps to curb debt accumulation by state-

owned enterprises (SOE). Export performance 
remained subdued due to low agricultural 
commodity prices, birr overvaluation, delays in 
some infrastructure projects and persistent 
structural impediments, including high logistic 
costs and lack of skilled labour. 
We forecast exports to gather pace and the CAD 

to narrow further to 6.6% of GDP in FY19. 
Manufacturing exports will strengthen as 
industrial parks, including the flagship Hawassa, 
ramp up production. The coming online of new 
generation capacities is bolstering exports of 
electricity. The Addis Ababa-Djibouti railway has 

reportedly started operating and will reduce 
transport costs for the landlocked country's 
exporters. 
Moreover, net FDI has risen to USD4.2 billion in 
FY17 from USD2.6 billion in FY15, funding a 
larger share of the smaller CAD. This allowed the 
public sector to reduce its net external 

borrowing to USD2 billion in FY17 from USD5 
billion in FY15, lowering its financing 

requirement and concerns about external debt 
sustainability. 
The National Bank of Ethiopia (NBE) devalued 
the birr by 13% against the dollar in October. 
The IMF estimates that the birr was 
overvalued by 20%-40%, impeding export 

performance. Despite the recent adjustment, 
the informal exchange rate is still 12% lower 
than the official rate according to the NBE, 
pointing to some persistent overvaluation. 
Downward pressures on the birr are mitigated 
by the closure of the financial account, but the 
shortage of foreign currency is a major 

constraint on private sector activity. 
The devaluation of the exchange rate should 

contribute to the rebalancing of the economy 
towards the tradable sector, conditional on a 
limited pass-through to domestic inflation 
leading to a depreciation of the real effective 
exchange rate. The NBE has tightened its policy 

stance in conjunction with the devaluation to 
forestall inflation pressures. The central bank 
raised the minimum rate on deposits to 7% from 
5% and cut the ceiling on the growth rate of 
loans to the non-tradable sector to 16% from 
22% previously. The government has also taken 

administrative measures to limit the increase in 
prices. However, headline inflation accelerated 
to 13.6% in November, its highest level in five 

years, from 10.8% in September. We forecast 
inflation to accelerate to 15% and slowly 
moderate thereafter, but still breach the NBE's 
target of 9%, as the tightening of monetary 

policy is gradually transmitted to the economy. 
Political tensions have increased over the last 

two years and Ethiopia's system of ethnic 

federalism is facing challenges. The clampdown 

on anti-government protests in 2016-17 and 
recent ethnic strife in the south have strained 
the relationship between the four constituents of 
the ruling Ethiopian People's Revolutionary 
Democratic Front (EPRDF). The Congress of the 
EPRDF was delayed to March 2018 and will be a 

major event that could lead to changes in the 
distribution of power within the coalition, in 
Fitch's view. Further deterioration in political 
stability is a risk. The state of emergency 
imposed in October 2016 was lifted in August. 
However, tensions remain high as illustrated by 

protests against tax measures in Oromia in July 
and repeated ethnic clashes between Oromos 
and Somalis. 

Heightened political and social tensions 
underscore the challenges raised by Ethiopia's 
weak structural features. Human and economic 
indicators rank among the lowest of Fitch-rated 

sovereigns. Ethiopia's GNI per capita at PPP 
represents only 21% of the 'B' category median. 
The general government (GG) deficit widened to 
3.3% of GDP in FY17 from 2.4% in FY16. We 
expect it to average 3.2% of GDP in FY19-FY20 
up from 2.3% in FY14-FY16. Revenues/GDP has 
weakened due to challenges in tax collection 

causing tax receipts to underperform against 
targets over the last five quarters. Income tax 
brackets have also been adjusted for inflation 
and grant disbursements have dropped. Lower 

capital spending is partly offset by the rise in 
current spending due to higher drought-related 

relief expenditures and the increase in public 
sector wages. 
The government has reduced its recourse to 
external funding to preserve debt 
sustainability, resulting in a decline in 
aggregate public sector external debt, 
including SOEs, to 29.3% of GDP in FY17 from 

30.7% in FY16. The authorities are increasingly 
tapping domestic funding sources, mainly public 

banks and the NBE. We expect domestic 
financing to cover two-thirds of the budget 
borrowing needs in FY18 and FY19, up from less 
than 50% over the previous five years. External 

refinancing risks are mitigated by the high share 
of concessional loans in public external debt, at 
51% in FY17. 

The authorities are also striving to mobilise non-
debt financing. They have stepped up the 
privatisation process and are envisaging the sale 
of some public manufacturing companies. They 
are also developing the legal framework for 
public-private partnerships to fund investments 
in the energy and transport sectors. 

We expect the public sector's aggregate debt, 
including SOEs, to stabilise at around 55% of 
GDP over the coming two years. GG debt will 
rise to 31% of GDP in FY19 from 29% in FY16, 

mostly due to the birr devaluation. SOE debt has 
declined to 25.8% in FY17 from 28% of GDP in 

FY16, one quarter of which is owed by the 
national railway company. We expect it to 
reduce further to 24% of GDP in FY19. The 
government is attempting to curtail additional 
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borrowing by SOEs and has established new 

mechanisms to monitor their financial 

commitments. 
Ethiopia's consistent record of rapid economic 
growth and future growth potential is a credit 
strength. We expect GDP to expand by an 
average 9.5% in FY17-FY19, well above the 'B' 
median of 3.5%. Growth has proved robust to 

the recent drought and political unrest to date. 
It is supported by strong investment under the 
FY15/FY20 Growth and Transformation Plan II 
and robust inflows of FDI. Sturdy investment 
and sustained urbanisation are supporting 
activity in the construction and services sectors, 

while industrial supply is expanding. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

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

IDR by applying its QO, relative to rated peers, 
as follows: 

 Public finances: -1 notch, to reflect the 
indebtedness of SOEs which is not captured 

in the model and represents a significant 
contingent liability to the sovereign. 

-External finances: -1 notch, to reflect the high 
level of net external debt relative to 'B' medians 
and low foreign currency reserves against the 
background of a structural current account 

deficit and managed exchange rate. 

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

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

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

 Stronger external finances with an 

acceleration in exports leading to lower 
current account deficits and higher foreign 
currency reserves. 

-Decline in public sector debt/GDP resulting from 

continued restraint on SOE borrowing and/or 
moderate budget deficits in the context of strong 
economic growth. 
-Improvement in the government's financing 
flexibility resulting, for example, from a stronger 
mobilisation of private domestic resources, 

higher supply of concessional funding or 
lengthening of the maturity profile of non-
concessional debt. 
The main factors that could, individually or 

collectively, lead to negative rating action, are: 

 Political instability, particularly if it leads to 

macroeconomic spill-overs such as 
disruptions to FDI, lower growth or fiscal 
slippages. 

 Rising external vulnerability, such as a 

failure of export growth to accelerate leading 

to the persistence of wide current account 
deficits and low foreign exchange reserves. 

 Sizable increase in government indebtedness 

or crystallisation of contingent liabilities from 
SOEs on the sovereign's balance sheet. 

KEY ASSUMPTIONS 

We expect global economic trends and 
commodity prices to develop as outlined in 

Fitch's Global Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'B'; 
Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'B'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 

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

Mozambique 

Mozambique's economy needs reforms, 

fiscal discipline to grow  

18-Dec-2017  
MAPUTO, Dec 18 (Reuters) - Mozambique 

needs reforms and fiscal discipline for it to 
return to levels of economic growth seen 
before its crippling 2016 debt crisis, central 
bank governor Rogério Zandamela said on 
Monday. 

Mozambique's economic growth is projected at 

4.7 percent this year compared with 3.3 percent 
in 2016. In the eight years before 2016, 

economic growth had averaged 7 percent. 
"Raising economic activity to the average growth 
rates we have been recording will continue to 
demand reforms, fiscal discipline and selfless 
work," Zandamela said. 
Zandamela said that despite the efforts made 
in the collection of taxes, government 
revenues continued to fall short of what was 
needed to finance expenses due to the 
suspension of direct budgetary support by 
donors. 

The International Monetary Fund cancelled its 
funding to Mozambique last year after the 
emergence of more than $2 billion in loans that 

were not approved by parliament or disclosed 

publicly. 
An audit showed in June that roughly a quarter 
of the money remained unaccounted for. 
Consumer prices in the southern African country 
rose to over 20 percent in 2016 after the debt 

mailto:peter.fitzpatrick@fitchratings.com
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crisis but has since eased to 7.15 percent thanks 

largely to a recovery in the metical currency, 

reducing the cost of imports.  
"For the coming year, monetary policy will be 
geared towards keeping inflation low and 
controlled at the single-digit level," Zandamela 
said. 
 
(Reporting by Manuel Mucari; Editing by Olivia 

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

Senegal 

Senegal's GDP growth to top 6 pct in 

2017 for third year running  

18-Dec-2017  
DAKAR, Dec 18 (Reuters) - Senegal's GDP 

growth is expected to exceed 6 percent in 
2017 for the third year in a row, the 
International Monetary Fund said in a 
statement on Monday. 

The economy of the West African country is 

mainly driven by services, tourism and 
agriculture. Senegal issued $500 million in 10-
year Eurobonds in 2014 at an interest rate of 
about 6 percent. 
 
(Reporting by Aaron Ross; Editing by Peter Cooney) 
(( Aaron.Ross@thomsonreuters.com ; +221 77 569 
1702; )) 
 
 
 

South Africa 

Fitch Says South African Political 

Uncertainty To Persist In 2018  

19-Dec-2017  
Dec 19 (Reuters) - Fitch: 
Fitch says south African political uncertainty 
to persist in 2018. 
Fitch says political uncertainty will persist in 
south Africa following election of Cyril 
Ramaphosa as leader of African national 
congress. 

Fitch on South Africa says closeness of ANC 

election result suggest policy paralysis prior to 
week's national conference may not be quickly 
resolved. 
Fitch says economic and fiscal policy uncertainty 
could remain high in 2018 in south africa. 
Fitch says narrow margin of victory suggests 
support within south Africa's ANC for 

Ramaphosa's policies could remain "fragile". 
Fitch says policy trade-offs & in-fighting are 

likely as South Africa's Ramaphosa seeks to 
form & maintain political alliances. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 

OCEANIA 

Fiji 

Reserve Bank of Fiji - Press Release No 

30 - Monetary Policy December 2017 

19-Dec-2017  
The near to medium term global economic 
outlook remains favourable. The International 
Monetary Fund revised its 2017 global growth 
projection to 3.6 percent in October, as the 
growth momentum from the first half of the 
year is expected to continue, led by a better-
than-expected rebound in advanced 
economies and higher growth envisaged in 
emerging markets and developing economies 

(EMDEs). The outlook for 2018 is also upward 
biased driven by better growth prospects for 
EMDEs, particularly on expectations of 
continued strong growth for the Chinese 
economy.  

On the domestic front, the Fijian economy is 
anticipated to grow by 4.2 percent in 2017 after 
expanding by 0.4 percent in 2016, supported by 
expansionary monetary and fiscal policies 

alongside ongoing structural reforms. For 2018, 
expectations are largely positive, with an 
anticipated broad-based growth of 3.6 percent. 
The positive momentum is expected to 
continue with the economy projected to grow 
by 3.2 percent, in 2019 and 2020 respectively.  

Aggregate demand remained upbeat in the latter 
half of 2017 evident in positive outturns in both 

consumption and investment indicators. 
Consumption activity strengthened further as 
revealed by higher net Value Added Tax 
collections, uptick in new vehicle registrations 
and the rise in commercial banks' new 
consumption lending. Similarly, investment was 
also firm as commercial banks' new investment 

credit and domestic cement sales rose over the 
same period. The robust investment activity is 
expected to continue into the medium-term 
given the ongoing post Tropical Cyclone (TC) 
Winston reconstruction works and Government-
led construction, which is partly attributed to 

increased capital expenditure in the 2017/18 
National Budget, and the roll out of new private 
sector projects.  
For the external sector, the current account 
deficit (CAD) is expected to widen to 5.7 
percent of GDP in 2017 on account of a larger 
trade deficit and a larger primary income 

deficit. The CAD forecast reflects higher import 
demand associated with the post TC Winston 

rehabilitation works and a rebound in mineral 
fuel prices which is expected to offset the growth 
in exports. However, tourism earnings remain 
robust coincident with the increased tourism 
arrivals while remittances growth has 
moderated. Over the medium-term, narrowing 

the current account gap by reining in the trade 
deficit, raising tourism earnings and remittances 
as well as attracting foreign direct investment 
will be vital for preserving external stability.  
Labour market conditions should remain positive 

mailto:Olivia.Kumwenda@thomsonreuters.com
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in the foreseeable future, as the 2017/18 

National Budget policies are expected to provide 

impetus for more job creation in the economy. 
The continuation of rehabilitation works post TC 
Winston is also expected to keep recruitment 
intentions high over the near-term. Current 
developments indicate increased labour demand 
as the latest RBF Job Advertisement Survey 

showed a 7.6 percent growth in the number of 
jobs advertised. Financial stability risks have 
remained manageable given improved debt 
repayment abilities and adequate capital buffers 
of financial institutions. Interest rates continue 
to hover at low levels and liquidity is adequate. 

Going forward, credit growth is expected to 
remain positive and supportive of current growth 
projections.  
Monetary Policy  

The RBF maintained its accommodative 
monetary policy stance in 2017 leaving the 
Overnight Policy Rate (OPR) unchanged at 0.5 
percent as there were no immediate threats to 

its twin objectives of low inflation and adequate 
foreign reserves, as well as to support economic 
growth which was adversely impacted by last 
year's natural disasters.  
The outlook for the RBF's twin objectives 
remains stable. Domestic inflation has remained 

low in recent months and in the absence of 
temporary shocks, should be around 2.5 percent 
at the end of 2017. Notably, medium-term 
inflation expectations remain well anchored. 

Foreign reserves hit an all-time high in 
September this year and current forecasts point 
to comfortable levels over the near and medium 

term.  
Going forward, the RBF will continue to monitor 
both domestic and international developments 
and align monetary policy accordingly.  
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EMERGING MARKET 

Emerging market debt trading volume 

up 15 pct in third quarter vs second  

20-Dec-2017  
By Stephanie Kelly 
NEW YORK, Dec 20 (Reuters) - Emerging 

market debt trading volumes totaled nearly 
$1.3 trillion in the third quarter of 2017, a 15 
percent climb from $1.13 trillion in the second 
quarter, according to a survey released on 

Wednesday. 

However, the third quarter total was down 6 
percent from nearly $1.38 trillion during the 
same time last year, according to EMTA, the 
emerging markets debt trading and investment 
industry trade association.  

The turnover in local market instruments 
dropped 16 percent year-over-year to $736 

billion in the third quarter from $878 billion 
during the same time last year, EMTA said.  

Turnover of local market instruments made up 
57 percent of total reported volume in the three 
months ended Sept. 30.  
In a statement, EMTA said survey participants 
reported greater trading in the Asian region 
than in Latin America, the first time this has 
happened in the two decades the association 

has compiled quarterly trading volumes. 

Brazilian instruments were the most frequently 
traded instruments overall, totaling $143 billion 
in turnover, or 11 percent of overall third 
quarter volumes. Trading in Brazilian 
instruments dropped by 7 percent year-on-year. 
Indian instruments were the second most 

frequently traded at $138 billion, down 36 
percent year-on-year. However, volumes rose 
81 percent versus the second quarter. Overall, 
Indian instruments made up 11 percent of total 
volumes.  
Chinese assets were the third most traded 
with volume of $129 billion, an 18 percent 
increase year-over-year and up 34 percent 

from the second quarter of 2017. 
Eurobond trading increased 11 percent from 
the same time last year to $553 billion in the 
third quarter, EMTA said. 

The survey compiled data from 45 leading 
investment and commercial banks, asset 
management firms and hedge funds and 

includes trading volumes from over 90 emerging 
market countries. 
 
(Editing by Daniel Bases and Bernadette Baum) 
(( Stephanie.Kelly@thomsonreuters.com ; 646-223-
4471; )) 
 

GLOBAL 

 

Moody's: Global Growth Is Improving, 

But Public Debt Remains High  

21-Dec-2017  

Dec 21 (Reuters) - Moody's: 
Moody's says global growth is improving, but 
public debt remains high. 
Moody's says while most sovereigns have 
favorable growth outlooks in the near-term, 
public debt burdens remain high on average. 

Moody's says general government budget 
balances will improve or stabilize for most 
sovereigns in 2017-19, compared to 2016. 

Moody's says expects rise in debt to gdp ratio 
between 2009 - 2019 to be greatest in middle 
east, north Africa, and in Latin America and 
Caribbean. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
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