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ASIA 
 

Bahrain 
 

Bahrain's credit default swaps surpass 

2016 peak   

20-Jun-2018  
Bahrain is less resilient to market volatility 
than its wealthier Gulf neighbours . 
The cost of insuring Bahrain's sovereign debt 
against default is at a historical high. 

The kingdom's credit default swaps went up to 
413 basis points last week, surpassing previous 
peaks of 412 basis points in February 2016, 
when oil prices were at around $30 per barrel, 

and a peak of around 400 basis points in early 
2012, in the aftermath of the political uprising of 

the previous year, reported . 
The development arose amid continuing 
concerns over the country's ability to tap 
international markets to stave off a potential 
financial crisis. 

A decline in oil prices over the past few weeks, 
from around $80 per barrel in mid-May to $74 
on Sunday, has lifted the credit default swap 
(CDS) of Saudi Arabia and Qatar by seven bps 
and 10 bps, respectively. Bahrain's CDS soared 
82 points since mid-May. 
 
Copyright (c) 2018 Sourced by MIST all rights 
reserved 
 
 
 
 

China 
 

Moves to control local govt debt risks 

are working  

20-Jun-2018  
BEIJING, June 20 (Reuters) - China's audit 

office said on Wednesday that it had 
uncovered illegal fund raising by five local and 
three regional governments, but it maintained 

debt risks were being effectively controlled. 
Between August and March, five local 
governments issued a total of 3.24 billion 
yuan ($500.5 million) in illegal debt, the 
National Audit Office said, while three 
regional governments had provided illegal and 
implicit guarantees on 978 million yuan. 

The office, in a report on its website, said efforts 
to control illegal debt accumulation were bearing 

fruit. 
"The urge from local governments to issue debt 
has been effectively contained while illegal 
financing problems have been significantly 
reduced," it said. 
Separately, nine state-owned banks provided 
36.1 billion yuan in illegal financing to the 

property sector last year, according to the 
national audit office, while confirming some of 
the consumer loans entered the property and 
stock markets. 
Beijing has been trying to rein in local 
government debt amid concerns that 
financing vehicles used throughout China, 
often for vanity projects that have run up 

large amounts of debt, may start to default 
this year. 

Latest data from the finance ministry showed 
China's outstanding local government debt was 
16.63 trillion yuan at the end of May, up from 
16.61 trillion yuan one month earlier. 
($1 = 6.4735 Chinese yuan) 
 

(Reporting by Stella Qiu and Ryan Woo; Editing by 
Richard Borsuk) (( yifan.qiu@thomsonreuters.com ; 
86-10-66271289; )) 
(c) Copyright Thomson Reuters 2018.  
 
 

 

China's bond issuance increases in May  

19-Jun-2018  

BEIJING, June 19 (Xinhua) -- The value of 

bonds issued in China last month totaled 3.8 
trillion yuan (about 587 billion U.S. dollars), 
up from 3.6 trillion yuan in April, official data 
showed Tuesday. 

Treasury bond issuance stood at 315.1 billion 
yuan, while local government bond issuance was 
355.3 billion yuan, according to the People's 

Bank of China (PBOC). Financial bonds issued 
last month were valued at 513.8 billion yuan, 

mailto:Publicdebtnet.dt@tesoro.it
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and corporate debenture issuance was 382.9 

billion yuan. By the end of May, total bonds 
outstanding reached 78.6 trillion yuan. China 
has the world's third largest bond market, which 

is growing rapidly and opening wider to overseas 
investors. Risks on the country's bond market 
are overall controllable, the PBOC said in a 
statement Monday, commenting on recent bond 

defaults. The new defaults emerged after 

regulators toughened up supervision, while 
the bond default rate was low, the statement 
said. Last year, China issued bonds worth 40.8 
trillion yuan, up 12.9 percent from the 
previous year, according to PBOC data.  
 
Enditem 
Copyright (c) 2018 Xinhua News Agency 
 
 

 

China's c.bank says bond market risks 

in check as it steps up monitoring  

18-Jun-2018  

SHANGHAI, June 18 (Reuters) - China's central 

bank said on Monday risks in its bond market 
were generally controllable and the default 
rate was not high, but it had nevertheless set 
up a unit to monitor domestic and 
international financial risk and stabilise 
market expectations. 

In a statement posted on its website, the 
People's Bank of China also said financial market 
liquidity was "reasonable and stable". 

A three-year deleveraging drive is making 
progress, but has also pushed up borrowing 
costs and tightened credit, seen as a factor in 
some private defaults and hampering local 
government investment. 

As of early June, 12 companies had defaulted on 

principal or interest payments on 19 bonds 
worth a total of 17.4 billion yuan this year, 
according to data compiled by Reuters. 
Last week, the PBOC declined to follow the U.S. 
Federal Reserve's rate rise with even a symbolic 
increase - a break from recent practice that 
signaled potential policy fine-tuning ahead. 

The PBOC gave no details about the remit or 
composition of the financial risk monitoring 
group, nor did it say exactly when it was 
established. 
As of the end of May, the value of defaulted 
corporate credit bonds that companies had failed 
to repay was 66.3 billion yuan, or 0.39 percent 

of the total, it said. 
Overall, a stable and neutral monetary policy 
had achieved fairly good results, the PBOC 

statement said. 
 
(Reporting by John Ruwitch and Li Zheng 
Editing by Simon Cameron-Moore and Darren 
Schuettler) (( john.ruwitch@tr.com ; +86 21 6104 
1786; Reuters Messaging: 
john.ruwitch.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/jruwitch) ) 
(c) Copyright Thomson Reuters 2018.  
 
 

 

India 
 

Bond market looks for more OMOs to 

check yield rise  

21-Jun-2018  
MUMBAI: The Indian bond market is staring at 

a cash glut in the system as the Reserve Bank 
of India's latest open market operation (OMO) 
announcement helped government bonds gain 
side-stepping a raft of macro-economic 
uncertainties. 

If RBI conducts more such money market 
operations to infuse liquidity in the system, it 

will shield any sudden bout of cash outgo in 
banking system mitigating chances of yield 
surge. Advance tax payments have already 
weighed on the system with liquidity deficit 
extending to Rs 32, 000 crore. Cash shortage 

leads to rise in bond rates, which adds to higher 

federal borrowing costs. New bond yields are all 
determined in view of the benchmark yields. 
"The latest OMO came as a surprise and dragged 
yields lower, " said Naveen Singh, head of 
government securities trading at ICICI Securities 
PD. "Liquidity was tight post advance tax 
payments which was keeping overnight 

borrowing cost at higher end of the range." 
"Timely open market operations (purchase) 
should help keep overnight rate under check 
amid USD outflows and rise in currency with 
public, " he said. Benchmark bond yields are 
likely to remain elevated in the range of 7.75-8 
per cent in the next few weeks, dealers said. 
RBI will conduct an open market operation for 
Rs 10, 000 crore on Thursday through which it 
will purchase select government bonds 
infusing cash into the banking system. This is 
the second such OMO purchase this financial 

year. It conducted one in May. The benchmark 
bond yield dipped as much as seven basis points 
to 7.79 per cent, an intra-day low on 

Wednesday. It erased some gains to close at 
7.82 per cent versus 7.86 per cent a day earlier. 
"The evolving situation may need more OMOs in 
the second half of the year, " said Manish 
Wadhawan, MD and head of fixed income, global 
markets, HSBC India. "The central bank's forex 
intervention and currency with the public will 

determine the future course of OMOs." 
"Government spending may ease the liquidity 
pressure in coming months, " he said. The 
benchmark yield breached the psychological 
level of 8 per cent in the second week of the 

month. "While advance tax payment was 
triggering outflows from the banking system, the 

scheduled monthly GST payments will further 
aggravate cash shortage, " Soumyajit Niyogi, 
India Ratings. 
 
For Reprint Rights: timescontent.com 
Copyright (c) 2018 BENNETT,COLEMAN & CO.LTD. 
©Thomson Reuters 2018.  
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India May Issue Recapitalisation Bonds 

To 2 Banks Before Jun. 30  

21-Jun-2018  

By Ujjwal Narayan 
NewsRise 
NEW DELHI (Jun 21) -- India’s federal 

government may issue recapitalisation bonds 
to two state-run banks before Jun. 30 to help 
those cash-starved lenders meet immediate 
debt repayment commitments, two senior 

finance ministry officials said today. Four 

state-run lenders - Central Bank of India, 
Corporation Bank, Allahabad Bank and Andhra 
Bank - submitted their capital requirement 
details to the finance ministry last week, the 
officials, who didn’t wish to be identified, told 
NewsRise.  
“Four banks are in critical zone. They have some 

bond repayment commitments. For that they 

need capital on urgent basis,” the first official 
said.  “Two banks want capital before June-end 
as more than 20 billion rupees repayment is due 
in the first quarter,” the second official added. 
The ministry is examining ways to issue 
recapitalisation bonds to these lenders before 

Jun. 30, the official said.  Recapitalisation 
bonds are part of New Delhi’s capital injection 
programme to help state-run lenders bolster 
their balance sheets weakened by heavy 
provisioning toward piling bad debt and recent 
treasury losses.  Several state-run lenders 
reported hefty losses for January-March as a 

sharp jump in bond yields blew a hole in their 
treasury earnings, and elevated provisioning 
requirements following the central bank’s 
February directive on stressed asset 
classification eroded income. 
The combined losses reported by India’s 
state-run banks were large enough to wipe 

out almost all the government's capital 
injections of $13 billion in the last fiscal year 
and weak performance is likely to continue in 
the coming year, Fitch Ratings said earlier this 
month. 

In October, India announced a plan to inject 
2.11 trillion rupees ($32.4 billion) in the next 
two years to recapitalise state-run banks in a bid 
to spur credit growth and boost private 

investments to help revive a slowing economy. 
New Delhi will fund the banks’ capital infusion 
through recapitalisation bonds worth 1.35 trillion 
rupees, while the balance 760 billion rupees will 
be funded via budgetary support and market 
borrowing. 

In January, the government notified the 

issuance of six special categories of bonds of 
maturities ranging from 10 year-15 years to 20 
state-run lenders, as part of the ambitious 800-
billion-rupee bank recapitalisation programme 
for the last fiscal year that ended Mar. 31. 
 
By Ujjwal Narayan, ujjwal.narayan@newsrise.org; 
+91-11-66767700 
Edited By Abhrajit Gangopadhyay 
Send Feedback to feedback@NewsRise.org 
Copyright (c) 2018 NewsRise Financial Research & 

Information Services Pvt Ltd 
 
 
 

Indonesia 
 

Indonesia’s External Debt Growth 

Slowed  

21-Jun-2018  
Indonesia's external debt growth at the 
end of April 2018 slowed. Indonesia's 
external debt at the end of April 2018 amounted 
to USD356.9 billion, consisting of government 
and central bank external debt of USD183.8 

billion, as well as private sector, including state-
owned enterprises, external debt of USD173.1 
billion. Indonesia's external debt at the end of 
April 2018 grew at 7.6% (yoy), slower than 
previous month's growth of 8.8% (yoy), as both 

public and private sector external debt growth 
slowed.  

Foreign investor confidence on Indonesia's 
fiscal management and government 
security market remains high enough amid 
global liquidity pressure. In April 2018, the 
Government issued global bonds dominated in 
US dollar and Euro in the SEC-Registered Shelf 

format allowing the Government to issue bonds 
in the capital market whenever it is needed. This 
issuance utilized the positive momentum of 
Moody's upgrading of Indonesia's credit rating 
on April 13, 2018 from Baa3 (positive) to Baa2 
(stable), in addition to the improved 
macroeconomic conditions in early April. 

Meanwhile, in April 2018 there were repayment 
of government foreign loans and net sell of 

domestic government securities by foreign 
investors following the Fed Fund Rate hike in 
late March 2018. With this developments, 
government external debt at the end of April 
2018 grew slower than the previous month's 

growth to stand at USD180.5 billion, consisting 
of USD125.1 billion of government securities 
(SUN and SBSN/Sukuk) owned by nonresidents 
and USD55.4 billion of foreign loans. 
Professional and responsible external debt 
management is consistently implemented by the 

Government to maintain fiscal sustainability.  
Private's external debt growth slowed 
primarily due to the external debt of 
mining, manufacturing, and financial 
sectors. The year-on-year external debt growth 
of the three sectors at the end of April 2018 

were recorded at 2.1%, 4.3%, and 2.1% 

respectively, lower than the growth in the 
preceding month. Meanwhile, the electricity, gas 
& water (EGW) external debt growth increased 
than previous month's growth. The shares of 
these four sectors' external debt to the private 
sector external debt reached 72.4%, relatively 
unchanged from the previous month.  

The development of external debt in April 
2018 remains manageable with healthy 
structure. This is among other reflected in the 

mailto:Publicdebtnet.dt@tesoro.it
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ratio of Indonesia's external debt to gross 

domestic product (GDP) that is stable at around 
34% at the end April 2018. The ratio is better 
than the average ratio of peer countries. Based 

on original maturity, the Indonesia's external 
debt structure at the end of April 2018 was still 
dominated by long-term debt, accounted for 
86.7% of total external debt. Bank Indonesia in 

close coordination with the Government 
continues to monitor the development of 
external debt to optimize the external debt's role 
in supporting development financing without 
incurring the risks that may affect 
macroeconomic stability.  

The complete data concerning the Indonesia's 
external debt can be found in the latest External 
Debt Statistics of Indonesia in Bank Indonesia 
website. The publication can also be accessed 
through the Ministry of Finance website.  
 
Bank Indonesia published this content on 21 June 
2018 and is solely responsible for the information 
contained herein. Distributed by Public, unedited and 
unaltered, on 21 June 2018 13:15:03 UTC 
(C) Copyright 2018 - Bank Indonesia 
 
 
 

Israel 
 

The public's financial assets portfolio in 

the first quarter of 2018  

17-Jun-2018 11:05:02  
The public's financial assets portfolio in the first 
quarter of 2018 - 17/06/2018 - Statistical 
Publications 
During the first quarter of 2018, the value of 
the public's financial assets portfolio 
increased by about NIS 28.7 billion (0.8 

percent), to about NIS 3.65 trillion at the end 
of the quarter.  

 The increase in the portfolio value in the first 
quarter derived from an increase in the 
volume of investments abroad and an 
increase in the bond components.  

 The value of the asset portfolio managed by 
institutional investors increased by about 1 

percent in the first quarter of 2018, less 
than the quarterly growth rate in the past 
two years, to about NIS 1.6 trillion. The 
increase was a result of increases in the 
balance of investments abroad, and in the 
government bonds component, which were 
partly offset by declines in cash, deposits, 

and shares in Israel.  
 In the first quarter of the year, there were 

net deposits in mutual funds totaling about 
NIS 2.1 

Bank of Israel published this content on 17 June 
2018 and is solely responsible for the 

information contained herein.  
 
Distributed by Public, unedited and unaltered, on 17 
June 2018 09:05:00 UTC 
(C) Copyright 2018 - Bank of Israel 
 

 
 

Lebanon 
 

IMF urges Lebanon to make 

"immediate and substantial" fiscal 

adjustment  

22-Jun-2018  
BEIRUT, June 22 (Reuters) - Lebanon requires 

"an immediate and substantial" fiscal 
adjustment to improve the sustainability of 
public debt that stood at more than 150 
percent of gross domestic product (GDP) at 

the end of 2017, the IMF executive board said. 

An IMF statement released overnight said IMF 
executive directors agreed with the thrust of a 
staff appraisal which in February urged Lebanon 
to immediately anchor its fiscal policy in a 
consolidation plan that stabilises debt as a share 

of GDP and then puts it on a clear downward 

path. 
Lebanon's debt to GDP ratio is the third largest 
in the world. 
"Directors stressed that an immediate and 
substantial fiscal adjustment is essential to 
improve debt sustainability, which will require 
strong and sustained political commitment," the 

IMF executive board statement said. 
It reiterated estimates of low economic growth 
of 1-1.5 percent in 2017 and 2018. "The 
traditional drivers of growth in Lebanon are 
subdued with real estate and construction weak 
and a strong rebound is unlikely soon," it said. 
"Going forward, under current policies growth is 

projected to gradually increase towards 3 
percent over the medium term." 
Lebanon's economy has been hit by the war in 
neighbouring Syria. Annual growth rates have 
fallen to between 1 and 2 percent, from 
between 8 and 10 percent in the four years 
before the Syrian war. Two former pillars of 
the economy, Gulf Arab tourism and high-end 
real estate, have suffered.  

Caretaker Prime Minister Saad al-Hariri has been 
designated to form a new government following 
parliamentary elections last month, Lebanon's 
first since 2009, and has stressed the need for 
the state to see through long-delayed economic 
reforms.  
Donor states and institutions are looking to 

Lebanon to form a government quickly and 
implement the reforms in order to release 
billions of dollars worth of financing pledged at a 
conference in Paris in April. In Paris, Hariri 

promised to reduce the budget deficit as a 
percentage of GDP by five percent over five 
years. 

The directors "noted that a well-defined fiscal 
strategy, including a combination of revenue and 
spending measures, amounting to about 5 
percentage points of GDP, is ambitious but 
necessary" to stabilise public debt and put it on 
a declining path over the medium term. 

They recommended increasing VAT rates, 
restraining public wages, and gradually 

mailto:Publicdebtnet.dt@tesoro.it
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eliminating electricity subsidises. Last year the 

government spent $1.3 billion subsiding the 
state power provider - 13 percent of primary 
expenditures.  
On Friday Moody's rating agency, whose 
credit rating for Lebanon is B3 stable, said 
Lebanon had the highest interest-to-revenue 
ratio of all countries it rates, at 42.9 percent. 

"Combined with an average term to maturity of 

about five years, this underscores the 
sovereign's very high sensitivity to further 
interest rate rises," said Moody's analyst Elisa 
Parisi-Capone in a statement. 
Moody's was more positive about Lebanon's 
growth outlook than the IMF and said the 
economy grew by around 1.9 percent in 2017 

and it foresees 2.5 percent growth in 2018 and 3 
percent in 2019.   
This outlook is based on expectations of greater 
economic policy coordination, the winding down 
of the open conflict in Syria and that the Paris 

donor money will begin to flow. 
 
(Writing by Tom Perry, additional reporting by Lisa 
Barrington; Editing by Raissa Kasolowsky and William 

Maclean) (( thomas.perry@thomsonreuters.com ; 
Reuters Messaging: 
thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 
 

Oman 
 

Oil prices slash Oman budget gap by 

nearly three-quarters in Jan-Feb  

22-Jun-2018  

By Andrew Torchia 
DUBAI, June 22 (Reuters) - Oman's state 

budget deficit shrank by nearly three-quarters 
in the first two months of this year as a rise in 
oil prices boosted export revenues sharply, 

official figures released this week showed. 

The country has one of the weakest financial 
positions among the wealthy Gulf oil exporting 
states, so the data may reassure investors -- 
although the figures also revealed Oman is 
making little progress in expanding non-oil 
revenues, leaving it vulnerable to any downturn 

in oil prices. 
The government's deficit in January-February 
fell to 268.3 million rials ($697 million) from 
997.8 million rials a year earlier, the state 
statistics agency said, resuming publication of 
the budget data after suspending it for six 
months. 

It did not give reasons for the suspension or for 
its decision to resume publication. Provisional 

and incomplete figures released by the central 
bank several weeks ago showed a fiscal deficit of 
610.6 million rials in the first two months. 
Government revenues rose 17.2 percent to 1.13 
billion rials as net oil revenue shot up 24.3 
percent to 749.2 million rials, the statistics 
agency said.  

The Brent oil price averaged $67.48 a barrel in 

January-February this year, up from $55.72 a 

year earlier; it is now just below $75. 
But the budget figures showed non-oil sources of 
revenue were sluggish, with income from 

corporate tax, customs duties and miscellaneous 
other revenues all shrinking.  
Oman originally planned to introduce a 5 percent 
value-added tax this year but has delayed that 

until at least 2019, partly because of concern 
about the negative impact on consumer 
spending. 
The deficit's plunge during January-February 
was also due to spending restraint by the 
government. Including expenditures under 

settlement, or funds that had been allocated but 
not yet disbursed, spending dropped to 1.40 
billion rials from 2.0 billion rials, partly because 
of lower investment spending. 
Oman's original 2018 budget plan projected 
spending of 12.5 billion rials this year, revenues 
of 9.5 billion rials and a deficit of 3.0 billion rials, 

and assumed an average oil price of $50 per 
barrel. 
 
(Reporting by Andrew Torchia) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 
 

South Korea 
 

Fitch Affirms Korea at 'AA-'; Outlook 

Stable  

22-Jun-2018  

Fitch Ratings-Hong Kong-June 21: Fitch Ratings 

has affirmed Korea's Long-Term Foreign-
Currency Issuer Default Rating (IDR) at 'AA-' 
with a Stable Outlook. 
A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Korea's sovereign ratings balance robust 
external finances and a strong 

macroeconomic performance with ongoing 
geopolitical risk from the relationship with 
North Korea, and longer-run challenges of 
rapid population ageing and low productivity. 

Geopolitical risk continues to weigh on the 
rating, even though tensions with North Korea 
have eased following the recent summits 
between the North Korean leader and his 

counterparts in the South and the US. North 

Korea's stated commitment to denuclearisation 
could be the start of a process leading to a 
further reduction of the risk of confrontation and 
has the potential to break the decades-long 
pattern of rising and falling tensions, but the 
process is likely to be lengthy and prone to 

breakdown. Negotiations are only just starting, 
and details are still to be worked out. In addition 
to differing interpretations by both sides, 
complications could arise from the positions of 
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other stakeholders, including China and Japan. 

Reunification does not appear to be on the cards 
for the foreseeable future, but it is a long-term 
possibility and could have large implications for 

the sovereign's balance sheet. 
Korea's growth performance remains strong 
and has been resilient to fluctuations in the 

perceptions of geopolitical risk. Despite the 
escalation of tensions during the second half of 

2017 and first months of 2018, real GDP growth 
reached 3.1% and Fitch expects growth 
momentum to be sustained, albeit at a slightly 
lower level of 2.8% in 2018 and 2.7% in 2019. 
The administration's economic policy focus on 
job creation and income-led growth is likely to 

strengthen domestic demand, but external 
demand from Korea's largest trading partner 
China, as well as Japan, is expected to cool, 
while higher oil prices will weigh on household 
real income and corporate profit margins. 
The country's average GDP growth of 3.0% in 
the five years to 2017 is in line with the 'AA' 
category median, but Fitch expects that it will 

slow over the medium term to around 2.5% 
given the challenges to potential growth from 
low productivity and a rapidly ageing 

population. The threat of a trade war between 
the US and China represents a downside risk to 
Korea's growth outlook, as 28% of its exports 
that are destined for China are partly 
intermediate goods that are subsequently re-

exported. 
Fitch expects consumer price inflation to average 
1.6% in 2018 and 1.9% in 2019, below the 
official target of 2%. Bank of Korea (BoK) is 
likely to proceed very gradually with its 
tightening cycle by raising the policy rate by 
25bp per year to 2.25% by end-2020. The 

central bank may decide to increase the rate 

earlier in case of strong capital outflows, for 
instance related to stronger Fed tightening than 
expected by the market or a renewed increase in 
geopolitical risk. The BoK also keeps a close eye 
on household debt, which is high at 97.5% of 
GDP in 2017 and rising fast (10.2 percentage 

point increase in the past three years), even 
though the pace of growth has decelerated 
recently. Debt dampens households' propensity 
to consume and increases Korea's vulnerability 
to shocks, although household assets are also 
relatively high, which mitigates the risk to 

financial stability and the economy. 
Korea proved relatively resilient to recent global 
market jitters, given its strong external finances, 
as indicated by an unbroken run of annual 
current-account surpluses since 1998 and a net 

external creditor position with net external 
assets of 28.1% of GDP ('AA' median: 18.2%). 

Fitch expects the current account to narrow to 
4.1% of GDP in 2018 from 5.1% of GDP in 2017, 
as a result of decelerating export growth. 
Foreign-exchange buffers remain strong at 7.5 
months of current-account payments ('AA' 
median: 2.5 months) and publication of 
interventions in the foreign-exchange market 

from March 2019 will make one-sided 
interventions less likely. 

Fitch expects the fiscal surplus to fall to 0.8% of 

GDP in 2018 (including the surplus from social 
security funds, which roughly amounts to 2.5% 
of GDP) after a supplementary budget of 0.2% 

of GDP was announced in April to alleviate 
unemployment among young adults. The fiscal 

surplus in 2017 was higher than expected, at 
1.4% of GDP, resulting from strong GDP 
growth that drove revenue to 0.6% of GDP 

more than forecast. Government debt of 
38.1% of GDP is roughly the same as the 'AA' 
median of 38.3%, while explicit government 
guarantees of state-owned enterprise (SOE) 
debt are low at 1.2% of GDP in 2017, down 

from 2.8% in 2010. Implicit contingent 
liabilities are high, however, given a combined 
SOE debt of 19.4% of GDP in 2016 (excluding 
debt owed to the government), even though it 

has gradually declined from 23.0% in 2012. 
Korea's relatively weak governance standards 
are illustrated by a weaker score (73rd 

percentile) in the World Bank's governance 
indicator than the 'AA' median (85th). Ongoing 
reforms to increase transparency and encourage 
greater separation between the government and 

the corporate sector could improve governance 
standards, and hence support Korea's credit 
profile. Broad public support for change in this 
regard suggests good prospects for progress. 
Large conglomerates (chaebol) are also 
changing their business structures voluntarily. 

Korea's per capita income of USD29,754 in 2017 
is one of the lowest in the 'AA' category and well 
below the 'AA' median of USD43,348. However, 
its broader level of development is higher than 
income levels would suggest and its business 
environment is generally strong, as indicated by 
its fourth position out of 190 countries in the 

World Bank's ranking for Ease of Doing 

Business. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Korea a score 
equivalent to a rating of 'AA' on the Long-Term 
Foreign-Currency IDR scale. Fitch's sovereign 

rating committee adjusted the output from the 
SRM to arrive at the final Long-Term Foreign-
Currency IDR by applying its QO, relative to 
rated peers, as follows: 

 Structural Features: -1 notch, to reflect 

ongoing geopolitical risk, despite recent 
diplomatic initiatives that have eased 
tensions with North Korea for the time 
being. 

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 
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collectively, could trigger positive rating action 

are: 

 A structural easing of geopolitical risk to 
levels more in line with rating peers 

 Implementation of a convincing strategy to 

improve overall debt dynamics for the 
government and state-linked enterprises 

 Evidence that the economy can grow at a 

relatively high rate over time without 
deterioration in the aggregate household 
balance sheet, for instance resulting from 
enhanced governance standards or 
successful reform implementation that would 
spur productivity growth 

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

 Significant escalation of tensions on the 

Korean peninsula that would severely 
worsen Korea's economic metrics or the 
level of security 

 An unexpected large rise in the public-sector 

debt burden caused by a deviation from the 
current prudent fiscal-policy framework or 
crystallisation of contingent liabilities 

 Evidence that medium-term GDP growth will 

be structurally lower than expected, 
potentially reflecting challenges for Korea's 
economic model 

KEY ASSUMPTIONS 

The global economy performs broadly in line 
with Fitch's Global Economic Outlook (June 
2018). 

The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'AA-'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'AA-'; 
Outlook Stable 

Short-Term Foreign-Currency IDR affirmed at 
'F1+' 

Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling affirmed at 'AA+' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'AA-' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'AA-' 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2018 by Fitch Ratings, Inc., Fitch Ratings 
Ltd. and its subsidiaries.  
©Thomson Reuters 2018. All rights reserved.  
 
 
 

 

Sri Lanka 
 

Sri Lanka launches $818 mln 

programme to boost faltering economy  

22-Jun-2018  
COLOMBO, June 22 (Reuters) - Sri Lanka 

launched an 130 billion rupee ($818.12 

million) programme on Friday to generate 
entrepreneurship and rural development and 

boost faltering growth, officials said. 

The programme allocates 50 billion rupees in 

concessionary loans in the next two years to 
create at least 100,000 new entrepreneurs and 
another 80 billion rupees to boost the rural 
economy though a raft of development projects.  
"We need investments, exports and money 

circulation for a stronger economy," said Prime 
Minister Ranil Wickremesinghe. 
"At this moment we are encouraging local 
investors to invest and extending our support for 
the talented people to start new businesses and 
that's why we have launched this new system to 
boost the economic growth."  
The Indian Ocean island nation's economy 
grew 3.2 percent year-on-year in the first 
quarter of 2018, cooling from 3.5 percent in 
the fourth quarter of 2017. Analysts cited 
political disquiet and a weaker currency for 
the slowdown.  

Finance Minister Mangala Samaraweera on 
Tuesday said the economy is likely to grow 
about 4.5 percent this year, below the central 

bank estimate of five percent, in a sign that 
political uncertainty is curbing a more robust 
recovery after last year's 3.3 percent expansion, 
the lowest in 16 years.  
Growth was knocked last year by a combination 
of tight economic policies and drought and flood 
damage to agriculture. 
The International Monetary Fund (IMF) has 
forecast economic growth to rebound to four 
percent this year. 

Analysts said 4.5 percent growth would be 
possible due to recovery in agriculture after a 
series of weather-related disruptions, loose 
monetary policy, and strong global demand.  

Political uncertainties have also affected the 

economic outlook as the country's ruling 
coalition eyes a presidential election next year. 
The parties led by Wickremesinghe and 
President Maithripala Sirisena formed a national 
government after the last parliamentary election 
in August 2015. But Sirisena's centre-left party 

has opposed many liberal economic policy 
measures proposed by Wickremesinghe's centre-
right UNP. 
($1 = 158.9000 Sri Lankan rupees) 
 
(Reporting by Ranga Sirilal, Editing by William 
Maclean) (( ranga.sirilal@thomsonreuters.com ; +94-
11-232-5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 
www.twitter.com/rangaba)) 
(c) Copyright Thomson Reuters 2018.  
 

EUROPE 

 

Albania 
 

Albania sells 3.5 bln leks (27.7 mln 
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euro) of 2-yr T-notes  

21-Jun-2018  
TIRANA (Albania), June 21 (SeeNews) – 
Albania's finance ministry said on Thursday it 
raised 3.5 billion leks ($32.1 million/27.7 
million euro) through the sale of two-year 
fixed-rate Treasury notes, in line with plan. 

The coupon rate on the issue fell to 2.56% from 
2.90% in the last auction of two-year fixed-rate 

T-notes held in May, according to the results of 
the auction posted on the website of the finance 
ministry. 
 
Source: Finance Ministry (1 euro = 125.390 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Belarus 
 

Belarus eyes up to $400 mln in 

Eurobonds in China   

19-Jun-2018  
MINSK, June 19 (Reuters) - The Belarus finance 

ministry said Tuesday that it is considering 
raising between $300 million and $400 million 
by placing Eurobonds on the Chinese market. 
 
(Reporting by Andrei Makhovsky; Writing by Kevin 
O'Flynn; editing by Andrey Ostroukh) 
(( Kevin.OFlynn@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
 
 
 

Bosnia 
 

Bosnia's Serb Republic raises 168.3 

mln via debut 5-yr eurobond  

22-Jun-2018  
SARAJEVO, June 22 (Reuters) - Bosnia's 

autonomous Serb Republic on Friday raised 
168.3 million euros ($196.00 million), below a 
200-million-euro target, via a debut five-year 
Eurobond issue that it will use to repay 
maturing debt, its finance minister said. 

The bond carries a 4.75 percent annual coupon, 
Zoran Tegeltija said in a statement.  
"The realised coupon is a positive indicator for 
the first issuance," Tegeltija said. The region is 

rated B3 with a stable outlook by Moody's rating 
agency. 
($1 = 0.8587 euros) 
 
(Reporting by Maja Zuvela; Editing by Mark Heinrich) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 
 

 

Hungary 
 

Hungary's bond auction attracts good 

demand, forint still on weak footing 

21-Jun-2018  
By Krisztina Than 
BUDAPEST, June 21 (Reuters) - Hungary's 

forint fell to a new 3 1/2-year low versus the 
euro on Thursday, underperforming its 
regional peers, as the impact of the central 
bank flagging on Tuesday an eventual end to 
its ultra-loose policy was fading. 

However, an auction of Hungarian government 

bonds attracted sufficient demand, even though 
yields jumped from levels at the previous 
auction. Some traders said the good take-up 
indicated that the central bank's message has 
stabilised the local bond market to some extent. 

The question is how long this grace period will 

last. 
"The auction went well, especially in light of 
the fact that there were hardly any bids in the 
secondary market before," a fixed-income 
trader said in Budapest. 

He said a bearish flattening continued in 
Hungarian bonds with especially the 10-year 
bonds attracting good demand at the auction. 
"Which way we will go from here will depend on 

the international sentiment and the central 
bank," he added. Hungary sold 55 billion forints 
worth of government bonds at an auction on 
Thursday, 5 billion forints more than planned, 
the Government Debt Management Agency 
(AKK) said.  
The average yield on the 10 year bond 
increased to 3.51 percent from 3.11 percent 
at the previous auction of this paper. The 3-
year bond yield rose to 1.82 percent from 1.14 
percent. 

At 1129 GMT, the forint traded 0.6 percent lower 
at 325.75 against the euro, losing all its gains 
posted in the wake of the pledge by the National 
Bank of Hungary to firmly focus on inflation, 

while keeping main rates on hold.  
The forint earlier on Thursday approached its all-
time low of 327 hit in early 2015, weakening to 
326.45, but regained some ground after the 
bond auction. 
The central bank at its regular monetary policy 
interest rate swap tender offered to inject 

liquidity into markets, aimed at supporting the 
local bond market. The result of the tender will 
be announced later in the day.  

Some traders and analysts said a large bond 
expiry due on June 22 also provided support to 
the local bond market which has been under 
pressure from big supply as the debt agency 

pushed issuance in the first half of 2018 to fund 
a larger than expected budget deficit. The deficit 
rose due to a pre-financing of EU-funded 
development projects. 
"We expect that the NBH will be reluctant to 
scale down liquidity injections by FX swaps in 
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the short term in order to support local bond 

markets and avoid further rise in interbank rates 
hurting borrowers with floating rates," Citibank 
analysts said in a note.  

"Therefore, risks are pointing towards a weaker 
FX as the HUF remains an attractive funding 
currency but a gradual adjustment in HUF rates 
may eventually follow if the inflation outlook 

moves permanently higher." 
In its fresh inflation report released on 
Thursday, the central bank discussed three 
alternative macroeconomic scenarios in 
addition to its baseline expectation, and two 
out of those alternative scenarios would 
require tighter monetary policy.  

The Hungarian bank has been one of the most 
dovish in Central Europe, keeping its rates at 

record lows, while the Czech and Romanian 
central banks have already started tightening. 
But on Tuesday the Hungarian bank said loose 
monetary conditions could no longer prevail until 

the end of its policy horizon, for the first time 
flagging an end to an era of cheap money.  
 
(Reporting by Krisztina Than; Editing by Toby Chopra) 

(( krisztina.than@thomsonreuters.com ; +36 1 327 
4745; Reuters Messaging: 
krisztina.than.thomsonreuters.com@reuters.net )) 
 
 

 

Hungary has no near-term plans to 

issue eurobonds 

20-Jun-2018  

 No plan to issue eurobonds despite 
domestic yield spike 

 Budapest just over halfway through its 
issuance plans for the year 

LONDON, June 20 (Reuters) - Hungary has no 

near-term plans to issue eurobonds, the 

deputy head of the country's debt office said 
on Wednesday. 

Hungary has issued hardly any foreign currency 
debt in recent years to reduce its exposure to 
investor mood changes, but a spike in domestic 
borrowing costs this year has raised questions 
whether eurobonds could work out cheaper. 
Eurobonds are government bonds issued in 

major foreign currencies like the dollar, euro or 
yen. 
"In the coming years our foreign currency debt 
will remain relatively low, so we are seeing 
market possibilities but in the near future there 
is no plan for similar transactions," Andras Rez 

said at Euromoney's annual global bond 
investors forum. 
He added that the current drop in activity in 
forint debt markets, which has compounded 
the rise in bond yields, was expected to be 
temporary and afterwards told Reuters it was 
too early to think about any change to 
borrowing plans. 

Rez also said the debt office was just over 
halfway through its bond issuance for the year. 

It has boosted sales since the government in 
Budapest signalled it would spend more than 
planned prefinancing EU-funded projects. 

 
(Reporting by Marc Jones; Editing by Abhinav 
Ramnarayan and Raissa Kasolowsky) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 

marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
(c) Copyright Thomson Reuters 2018.  
 
 
 
 

Romania 
 

Romania sells below target 88.9 mln lei 

(19 mln euro) of 2031 T-notes  

21-Jun-2018  
BUCHAREST (Romania), June 21 (SeeNews) - 
Romania on Thursday sold below target 88.9 
million lei ($22 million/19 million euro) of 
Treasury notes maturing on September 24, 
2031, central bank data showed. 

The average accepted yield rose to 5.38% from 
5.15% achieved at the last auction of 
government securities of the same issue held in 
May, the data indicated. 
Demand for the T-notes, which carry an annual 
coupon of 4.25%, fell to 258.9 million lei from 
315.1 million lei at the auction in May. 

The issue will be reopened on Friday when the 
finance ministry hopes to raise 30 million lei in a 
non-competitive tender. 
Romania's finance ministry said it plans to 
auction 3.64 billion lei worth of government 
securities, including 435 million lei in non-
competitive offers, in June. 

Since the beginning of 2018, the finance 
ministry has sold roughly 17 billion lei and 252 

million euro worth of domestic debt and has 
raised 2 billion euro on international markets 
from the sale of 2028 and 2030 Eurobonds. 
 
(1 euro=4.6695 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 
 

Slovakia 
 

Slovakia sells 2.0 mln euros in top up 

2037 bond sale  

19-Jun-2018  

BRATISLAVA, June 19 (Reuters) - Slovakia sold 

2.0 million euros ($2.31 million) worth of 
1.875 percent state bonds due in March 2037 
in non-competitive round of an auction, the 
finance ministry's Debt and Liquidity 
Management Agency (ARDAL) said on 
Tuesday.  

The bid/cover ratio was 1.83, compared with 
5.24 in the previous sale in January. 

Overall, ARDAL sold 79.0 million euros ($91.28 
million)worth of the paper in the competitive and 
non-competitive rounds.  
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ARDAL had indicated it aimed to sell 80 million 

euros worth of this paper. 
($1 = 0.8655 euros) 
 
(Reporting by Mirka Krufova; Editing by Tatiana 
Jancarikova) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 
 

Turkey 
 

Turkey is determined to maintain fiscal 

discipline   

18-Jun-2018  
ISTANBUL, June 18 (Reuters) - Turkey is 

determined to maintain fiscal discipline, 
Deputy Prime Minister Mehmet Simsek, who is 
tasked with oversight of the economy, said on 
Monday. Simsek made the comments on 
Twitter.  
The Turkish budget deficit widened 78 percent in 
the first five months of 2018 to 20.5 billion lira 
($4.35 billion), official data showed on Monday. 
The unemployment rate dropped to 10.1 percent 

in the February-April period to its lowest since 
May 2016, separate data from the statistics 
institute showed.  
 
(Reporting by Ezgi Erkoyun; Writing by Ali 
Kucukgocmen; Editing by Daren Butler) 
(( ali.kucukgocmen@thomsonreuters.com , 
@alikucukgocmen; +902123507067; Reuters 
Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

 

Turkey maintains budget target for 

end-2018, finance minister says  

18-Jun-2018  
ANKARA, June 18 (Reuters) - Turkey's 

government is maintaining its end-year 
budget target, Finance Minister Naci Agbal 
said on Monday as the Turkish budget showed 
a surplus of 2.7 billion lira ($572.86 million) 
in May.  
In a statement, Agbal said Turkey's spending 
will be balanced and under control in the second 
half of this year and additional revenues will be 

used to support economy policies. 

($1 = 4.7132 liras) 
 
(Reporting by Orhan Coskun, Writing by Ezgi Erkoyun; 
Editing by Daren Butler) 
(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 
 

Argentina outlines plan to auction $7.5 

bln from IMF funds  

21-Jun-2018  
BUENOS AIRES, June 21 (Reuters) - Argentina's 

Treasury Ministry said on Thursday it 
instructed the central bank to sell $7.5 billion 
of the funds the country received from the 
International Monetary Fund (IMF) through 
75 daily auctions of $100 million, beginning 
today. 

The country received an initial disbursement of 
$15 billion on Wednesday of the total $50 billion 
stand-by credit. Authorities had previously said 
they planned to convert half of the initial 

disbursement into pesos in order to finance the 
budget. 
 
(Reporting by Luc Cohen; Editing by Chizu Nomiyama) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018.  
 
 

 

IMF board approves $50 bln Argentina 

deal, disburses first payment  

20-Jun-2018  
By Luc Cohen and Jorge Otaola 

BUENOS AIRES, June 20 (Reuters) - The 

International Monetary Fund's (IMF) 
executive board approved a $50 billion 
financing deal for Argentina on Wednesday 
and has disbursed the first tranche of $15 
billion to the Argentine government, fund 
authorities said. 

The government intends to treat the remaining 
$35 billion as "precautionary," IMF Mission Chief 
for Argentina Roberto Cardarelli told reporters, 

adding that any further disbursements would be 
subject to quarterly reviews by the board. 
The South American country announced it was 
turning to the IMF in May after a run on the peso 
currency. The move has been politically risky for 
market-friendly President Mauricio Macri, as 

many Argentines blame IMF-imposed austerity 
policies for exacerbating a 2001-2002 economic 
crisis.  

Macri's government has pledged to accelerate its 
efforts to reduce a budget deficit as part of the 
stand-by arrangement. IMF Managing Director 
Christine Lagarde said the three-year plan was 

drawn up by Macri's team, not imposed by the 
fund, and that it would ensure that social 
assistance spending does not fall.  
"This is a plan that was designed and is owned 
by Argentine authorities," she said in a press 
conference in Washington, D.C. "It has every 
chance to succeed if it is well-implemented."  
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Lagarde added that new central bank Governor 

Luis Caputo, the former finance minister who 
replaced Federico Sturzenegger at the helm of 
the monetary authority last week, had assured 

her and other fund officials that he "fully 
endorses the directions and the policies that are 
included in the program."  
Argentina's letter of intent to the IMF was 

published Thursday and detailed its plans to 
balance the primary budget - which excludes 
debt servicing costs - by 2020 and make the 
central bank more independent. It was signed 
by Sturzenegger and Treasury Minister 
Nicolas Dujovne.  

In his first public statements since the shakeup, 
Caputo said in interviews with local newspapers 
Clarin and La Nacion published on Wednesday 

that the arrival of the IMF funds would stabilize 
the country's foreign exchange market.  
Argentine markets were closed for a holiday on 
Wednesday.  
Authorities plan to use half of the initial 
disbursement, or $7.5 billion, to finance the 
budget. The Treasury and Finance Ministry 
has said it will sell those funds on foreign 
exchange markets in daily pre-announced 

auctions.   

Cardarelli said that Argentina's monetary policy 
was likely to remain tight "in the near future," 
which was necessary to tame inflation but would 
contribute to a slowdown in growth this year.  
($1 = 27.7200 Argentine pesos) 
 
(Reporting by Jorge Otaola and Luc Cohen; Editing by 
Daniel Flynn, Rosalba O'Brien and Cynthia Osterman) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 

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

 

Argentina sells $4 billion in dual 

currency, peso bonds  

18-Jun-2018  
BUENOS AIRES, June 18 (Reuters) - Argentina 

sold two sets of bonds for the equivalent of $4 
billion, the Treasury and Finance Ministry said 
on Monday, split evenly between a dual-
currency bond maturing in June 2019 and a 
fixed-rate, peso-denominated bond maturing 
in November 2020. 

The dual-currency bond was sold at a rate of 

32.92 percent in pesos, but will pay out at 4.5 
percent in dollar terms if that amount is greater, 
providing investors a hedge against currency 

depreciation. The effective annual interest rate 
on the peso bond was 27.69 percent, the 
ministry said. 
 
(Reporting by Luc Cohen; Editing by James Dalgleish) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; +54 9 11 2313 4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018.  
 

 
 

Brazil 
 

Brazil holds rates despite weak 

currency; strike raises uncertainty  

21-Jun-2018  
By Bruno Federowski and Patricia Duarte 
BRASILIA/SAO PAULO, June 20 (Reuters) - 
Brazil's central bank kept interest rates 
unchanged on Wednesday, as expected, 
refraining from hiking even after a sharp 
currency slide as policymakers highlighted the 
unclear impact of a nationwide protest by 

truckers in late May. 

The statement from the bank's nine-member 
monetary policy committee, which kept the 
benchmark Selic rate at 6.50 percent, raises the 
stakes for upcoming economic indicators, which 

may be key to determining the committee's next 
moves. 

All but one of 38 economists polled by Reuters 
had forecast the bank would stand pat.  
"The temporary halt in the transportation sector 
in May makes it more difficult to assess the 
recent evolution of economic activity," the bank 
said in its policy statement. 
"April data suggest more consistent activity 

relative to previous months. Indicators for May – 
and possibly June –, however, are likely to 
reflect the effects of the aforementioned halt." 
The Brazilian real slumped in recent weeks as 
concerns over an unpredictable October election 
and the erratic policy response to striking 
truckers accentuated a selloff in global emerging 

markets.  

Despite higher import prices due to the weaker 
currency, policymakers have repeatedly stressed 
that foreign exchange moves would drive 
monetary policy only if they affected inflation 
more broadly or expectations for price hikes. 
Still, the bank said in its policy statement that 
the risk of the global economy boosting 
inflation in Brazil had increased since the 
bank's May meeting, while the risk of inflation 
remaining below the bank's target had fallen. 
The bank said that the current scenario 
warrants keeping rates on hold.  

A Reuters poll this week indicated that inflation 
is likely to soar in early June due to product 
shortages related to the strike, which paralyzed 

key economic sectors and forced farmers to cull 
their flocks and dump spoiled milk.  
Yet high unemployment and widespread idle 

capacity are keeping a lid on underlying inflation 
trends, driving most economists polled by 
Reuters to keep their forecasts that the central 
bank will only hike rates in 2019.  

"The main message from today's Copom 
meeting in Brazil is that policymakers are 
content to look through a temporary spike in 
inflation," Capital Economics chief emerging 
markets economist Neil Shearing wrote to 
clients. 

"Our base case remains that Copom is unlikely 
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to tighten this side of October's elections." 
 
(Reporting by Bruno Federowski in Brasília and Patricia 
Duarte in São Paulo; Writing by Bruno Federowski 
Editing by Leslie Adler and Diane Craft) 
(( Bruno.Federowski@thomsonreuters.com ; +55-11-
5644-7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net ; 
Twitter https://twitter.com/b_federowski) ) 
(c) Copyright Thomson Reuters 2018.  
 
 
 

Mexico 
 

Mexico hikes rates to avoid inflation 

risks from peso slump  

21-Jun-2018  
By Gabriel Stargardter and Christine Murray 
MEXICO CITY, June 21 (Reuters) - Mexico's 

central bank on Thursday raised its 

benchmark interest rate 25 basis points to 
7.75 percent, in a bid to counteract the effects 
of a peso slump and keep a downward 
inflation trend on track. 

In a unanimous decision by its board, the bank, 
as expected, raised the rate to its highest level 
in more than nine years, following a weakening 
of the peso and U.S. Federal Reserve hike. 
In its final monetary policy announcement 

before Mexico's July 1 presidential election, the 
Banco de Mexico said in its statement that it 
would not hesitate to make further moves if 
necessary. 
"In the presence and possible persistence of 
factors that ... involve risks to both inflation and 

inflation expectations, monetary policy will be 

adjusted in a timely and robust manner to attain 
the convergence of inflation to its 3 percent 
target," it said. 
The bank said it raised borrowing costs because 
"some inflationary risks have started to 
materialize and ... the balance of risks for 

inflation has worsened." 
The peso, which has fallen around 12 percent 
since mid-April on the back of a broad dollar 
rally, rose to a session high after the central 
bank's announcement, extending gains against 
the greenback. 
The peso has also suffered due to deadlock in 

talks between Mexico, the United States and 
Canada to rework the North American Free 
Trade Agreement (NAFTA), and nervousness 
ahead of the election, which leftist Andres 
Manuel Lopez Obrador looks increasingly likely 

to win. 
Sixteen of 22 analysts surveyed by Reuters 
expected the bank to raise the rate to 7.75 
percent. Six analysts had predicted a 50 basis 
point hike to 8.0 percent, while four forecast 
it would maintain rates at 7.50 percent. 

Annual Mexican inflation eased in May to a 17-
month low of 4.51 percent. 
The Fed raised its reference rate last week and 
projected a faster pace of hikes in coming 

months, with two more this year. 

 
(Additional reporting by Michael O'Boyle; Editing by 
Cynthia Osterman) 
(( michael.oboyle@thomsonreuters.com ; +5255-
5282-7153; Reuters Messaging: 

michael.oboyle.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 
 

Venezuela 
 

Venezuela's creditors working on 

eventual debt restructuring  

20-Jun-2018  
PARIS, June 20 (Reuters) - Venezuela's public 

and private creditors are working on how to 
one day restructure its debt, though U.S. 
sanctions make that impossible for now, a 
source close to the Paris Club of government 
creditors said on Wednesday. 

Crippled by a hyperinflationary economic crisis, 
the cash-strapped Venezuelan government and 
state oil company PDVSA are in default on most 
of their $60 billion in outstanding bonds.  
Including debt owed to other governments and 
official lenders, the OPEC member's foreign debt 
is estimated to stand at $140 billion, with China 

owed $20-25 billion and Paris Club creditors 
$5.8 billion, the source said. 
However, any restructuring is all but impossible 
for now because of U.S. sanctions under which 
that could be seen as illegal financing by 
Washington. 
"Everybody, whether it be the IMF, the private 

creditors or the official creditors, is preparing for 
the day after, when it comes, when things 

become possible," the source said. 
"We can't do anything now because of the 
American sanctions," the source added 
speaking after Paris Club and private creditors 
met on Wednesday in the French capital to 
discuss a range of issues, including 

Venezuela's debt. 

Any future restructuring is complicated by the 
fact that some Venezuelan sovereign bonds and 
no PDVSA bonds are covered by so-called 
collective action clauses, meaning a minority of 
bondholders could have scope to hold out in a 
restructuring deal. 

"The complexity of a Venezuelan debt 
restructuring is an issue, the day that it 
happens. It will be very, very complicated," the 
source said. 
 
(Reporting by Leigh Thomas; editing by Andrew 
Roche) ( leigh.thomas@thomsonreuters.com ; +33 1 
4949 5143; )) 
(c) Copyright Thomson Reuters 2018. 
 
 
 

AFRICA 
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Ghana 
 

Ghana's 91-day bill yield dips to 13.32 

pct  

22-Jun-2018  
ACCRA, June 22 (Reuters) - The yield on 

Ghana's 91-day treasury bill dipped to 13.32 
percent at an auction on Friday, compared 
with 13.33 percent at the last sale on June 18, 
the central bank said.  

The Bank of Ghana said it had accepted all 
387.67 million cedis ($81.6 mln) worth of bids 
tendered for the paper, which will be issued on 

Monday. 
 ($1 = 4.7500 Ghanaian cedis) 
 
(Reporting by Kwasi Kpodo; Editing by Catherine 
Evans) (( +23 3244 696990, 
kwasi.kpodo@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018.  
 
 
 

Kenya 
 

Kenya financial markets conduct bill 

does not infringe on central bank  

21-Jun-2018  
NAIROBI, June 21 (Reuters) - Kenya's financial 

markets conduct bill will not infringe on the 
mandate of regulators like the central bank 
Finance Minister Henry Rotich said on 
Thursday. 
He said the bill aims to deal with predatory 
lending, adding the Treasury would take into 

account the views of the central bank before 
finalizing the draft law. The central bank has 

criticized the bill.  
 
(Reporting by Duncan Miriri; Writing by Omar 
Mohammed) 
(( omar.mohammed@thomsonreuters.com ; +254 20 
499 1232; Reuters Messaging: 
omar.mohammed.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 
 

Nigeria 
 

Nigeria's President Buhari signs 2018 

budget into law   

20-Jun-2018  
ABUJA, June 20 (Reuters) - Nigeria's President 

Muhammadu Buhari signed the country's 
record 9.12 trillion naira (($29.8 billion) 2018 

budget into law on Wednesday, a presidency 
spokesman said, capping months of delays 
now typical for spending plans under the 
current administration. 

Nigeria's parliament, the National Assembly, 
passed the budget last month. The total sum is 

higher than the 8.6 trillion naira spending plan 

presented to parliament by Buhari in November 
because lawmakers increased the assumed oil 
price to $51 per barrel from $45.  

Buhari "has signed as approved by National 
Assembly, but will seek amendments with 
National Assembly later," the spokesman told 
Reuters in Abuja. 
 
(Reporting by Felix Onuah; Writing by Alexis 
Akwagyiram and Paul Carsten; Editing by Catherine 
Evans) (( paul.carsten@tr.com ; Reuters Messaging: 
paul.carsten.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/PaulCarsten) ) 
(c) Copyright Thomson Reuters 2018.  
 
 
 

South Africa 

 

S&P doesn't see downside risks to 

South Africa's sovereign rating   

20-Jun-2018  
JOHANNESBURG, June 20 (Reuters) - S&P 

Global Ratings does not see downside risks to 
South Africa's sovereign credit rating, its 
Africa regional manager said on Wednesday. 

"A stable outlook at this point signals to you the 
risks are not stacked on the downside (or) 
medium term ... unless obviously the situation 
would worsen again," S&P Global's Konrad Reuss 
said at an economic conference in 
Johannesburg. 
 
(Reporting by Olivia Kumwenda-Mtambo; Writing by 

Alexander Winning; Editing by James Macharia) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
  
 

EMERGING 

 

 

Investors pull $5.5 bln out of emerging 

markets in last week 

19-Jun-2018  
NEW YORK, June 19 (Reuters) - Foreign 

investors have pulled about $5.5 billion out of 
emerging market economies since the U.S. 
Federal Reserve's interest rate hike last week, 
data from the Institute of International 
Finance showed on Tuesday. 

Outflows from emerging market equities totaled 
about $4.2 billion since the Fed's policy meeting, 
while some $1.3 billion came out of bonds. 
Foreign investors sold more than $320 million of 

Chinese stocks on Tuesday, the first daily net 
selling by foreigners since May 4, IIF said. 
China had remained resilient amid steep 
outflows from emerging markets, but "concern 
about the impact of additional U.S. tariffs on 
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Chinese imports (has) prompted a sharp 

reversal in flows to China," the IIF said in a 
statement. 
China accused the United States of "extreme 

pressure and blackmailing" and vowed to 
retaliate after Trump on Monday threatened to 
slap a 10 percent tariff on $200 billion of 
Chinese goods in addition to the import duties 

previously announced on $50 billion in goods.  
Emerging market outflows over the last week 
were concentrated in Asia, IIF said, signaling 
increased concern over the U.S.-China trade 
dispute. 

Emerging market economies have been in focus 
since mid April after an unexpected jump in the 
U.S. dollar while expectations for higher U.S. 

interest rates has driven money flows away from 
emerging markets since mid April. 
The steep sell-off in China, where the local stock 
index fell 3.8 percent on Tuesday, dragged the 
MSCI emerging markets index to its lowest level 

since October. 
Both indexes peaked so far in 2018 in late 

January and have dropped 14 percent or more 
since. 
Bargain hunters had stepped up to grab 
emerging market assets in early June after 
foreigners dumped a combined $12.3 billion of 
bonds and stocks in May, IIF said. 
The Fed on Wednesday raised its benchmark 

overnight lending rate a quarter of a percentage 
point to a range of 1.75 percent to 2 percent, 
and dropped its pledge to keep rates low enough 
to stimulate the economy "for some time."  
 
(Reporting by Rodrigo Campos; Editing by Tom Brown) 
(( rodrigo.campos@reuters.com ; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

 

Emerging market debt trading fell 3 pct 

in first quarter  

20-Jun-2018  

NEW YORK, June 20 (Reuters) - Turnover in 

emerging market debt fell more than 3 
percent in the first quarter of 2018 compared 
with the same period a year earlier, a report 
released on Wednesday showed. 

Emerging market debt trading reached $1.280 
trillion last quarter, down 3.25 percent from the 
$1.323 trillion reported in the first quarter of 

2017, according to a report by EMTA, the trade 
association for the emerging markets debt 

trading and investment industry. 
Trading was up 11.6 percent from the $1.147 
trillion reported in the fourth quarter of last 
year. 
"Going into the first quarter, while U.S. rates 

were rising, at the time, EM debt and other 
credit markets appeared to be immune to global 
risks affecting equity," Jane Brauer, director and 
emerging markets sovereign strategist at Bank 
of America Merrill Lynch, said in a statement 
from EMTA. 

"The first quarter of 2018 capped a 16-month 

post U.S.-election run of impressive EM 
performance, particularly in local markets," 
Brauer said. 
Local market instruments turned over $684 
billion last quarter, a 5.56 percent increase 
from $648 billion a year earlier. 
Brazilian debt instruments were the most 
traded last quarter both overall, with $158 
billion, and in local markets, at $105 billion, 

EMTA said. 

South Africa and Mexico were also highly traded 
locally and overall, according to the survey. 
The survey includes debt instruments from over 
90 emerging market countries as reported by 43 
banks, asset managers and hedge funds, EMTA 
said. 
 
(Reporting by Rodrigo Campos; Editing by Leslie Adler) 
(( rodrigo.campos@reuters.com ; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
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