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ASIA 
  

Bahrain 

Bailed-out Bahrain has little room for 

manoeuvre in economy reboot  

18-Mar-2019  
By Davide Barbuscia and Lisa Barrington 
MANAMA, March 18 (Reuters) - As the weekend 

kicks off in Bahrain, Saudi Arabian and 
Kuwaiti cars jam the capital's roads and hotel 
lobbies fill with visitors looking for bars, 
restaurants and other night-time 
entertainment. 

A new sales tax introduced this year means 
government coffers will gain with every glass of 
wine sold and shisha pipe smoked, but that's still 
not enough to plug a large gap in the island 

kingdom's finances and wean it off aid from 
richer neighbours. 
Saudi Arabia, along with Kuwait and the 
United Arab Emirates, came to the rescue of 
Bahrain last year when a prolonged period of 
lower oil prices pushed its public debt to 
nearly 93 percent of annual economic output. 

Their $10 billion bailout pledge, along with 
Bahrain's inclusion in JPMorgan's emerging 

market indexes, have transformed its bonds 
from a busted bet to a boon for investors.  
The price of Bahrain's 2028 dollar bonds has 
risen by a third from a record low last June when 
the country looked in danger of default. But that 
upward trajectory could go into reverse if 
Manama does not tackle its spending overruns. 

With an overall deficit last year equivalent to 

11.7 percent of annual economic output, 
according to an estimate by the International 
Monetary Fund (IMF), Bahrain would need to 
introduce a raft of new taxes and spending cuts 
to eliminate its budget deficit by 2022, a target 
set as part of its bailout. 
But the country's Sunni Muslim royal rulers are 

wary of austerity measures roiling sectarian 
tensions among their Shi'ite majority populace 

and of taxes, fees and spending cuts dampening 
growth. 
Instead, the government has set its sights on 
trying to grow the local economy to boost 

revenues and balance the books. 
Investments in the fintech sector, a major oil 
and gas find and the development of Bahrain as 
a hub for foreign companies wanting to tap into 
the larger Saudi Arabian market are all 
initiatives touted by the government as future 
sources of revenue. 

But they are not seen as sufficient to close the 
gap by 2022. The IMF said this month that it 

expects the economy to grow around 1.8 
percent this year, the same pace as last year, 
and said additional reform efforts were 
needed. 

"We still think there will be deficits at the end of 
the period," said Trevor Cullinan, sovereign 

credit analyst at Standard & Poor's, which like 
the other main rating agencies has a junk rating 
on Bahrain's debt. 
Bahrain's ministry of finance and national 
economy said the country's fiscal programme 
was on track to deliver a balanced budget in 
2022. 

"This is a comprehensive and credible plan 
which, through a combination of spending 
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reductions and revenue measures, is already 

delivering significant progress,” the ministry said 
in a statement 
OIL AND GAS 

A recovering oil price, along with new excise 
taxes and cuts in subsidies for water and power 
consumption have helped shrink Bahrain's deficit 
from a record 18.4 percent of gross domestic 

product (GDP) in 2015. 
As part of the bailout from its Gulf allies, 
Bahrain agreed to introduce a 5 percent value 
added tax (VAT), as well as further subsidy 
cuts and a voluntary retirement plan for state 
workers. 
But the government has ruled out taxing 
income or company profits, partly to continue 
attracting business to a region where such 
taxes are non-existent.  

Bahrain's government is also wary of the 
population's long history of political protest. 
Most recently, it quashed an uprising in 2011 
with the help of Saudi Arabia, which fears unrest 

in its smaller neighbour would encourage dissent 
among its own population and Shi'ite minority. 
The plunge in the oil price has forced all Gulf 

states, including Saudi Arabia, to re-think 
generous welfare programmes and push 
economic diversification harder. 
Bahrain, which does not have the vast oil wealth 
of its neighbours, discovered a large oil and gas 
field off its west coast last year and is in talks 
with U.S. oil companies about developing it. 

The discovery could be an important source of 
revenue but its benefits are unlikely to 
materialise soon as converting the estimates to 
reserves is a costly and lengthy process. 
"It takes a minimum of four to five years, so if 
you're going to get any revenue it's not going to 

be immediate, so you still have to face the 

adjustment to a large fiscal deficit and a large 
budget deficit," said Nasser Saidi, a Dubai-based 
economist. 
FINTECH BET 
In the meantime, Bahrain has been trying to 
market itself as a financial technology hub for 

the Middle East and North Africa. Last year, it 
inaugurated Bahrain FinTech Bay, a state-
backed platform, offering technology companies 
office space, networking events and a mobile 
app for collaborations. 
FinTech Bay's chief executive, Khalid Saad, said 
the initiative would be a "great contributor" to 

Bahrain, but said it was too early to quantify 
that contribution. 
Saad said the hub had so far attracted 36 firms -
- 60 percent of them international -- to work on 

technologies such as digital currency and 
blockchain-based payments. 

S&P has not factored in any contribution from 
the fintech initiative in its estimates for Bahraini 
economic growth. 
"How much more are you going to get from 
fintech? Are you going to add 1 or 2 percent of 
GDP? I don't think so, it's not a big employment 
generator," said Saidi. 

Amazon Web Services (AWS), the world's 
biggest cloud computing provider, is opening a 

regional data centre in Bahrain later this year. 

The company has declined to say how many 
people it will employ but Zubin Chagpar, the 
head of public sector for Amazon Web Services 

in the Middle East said the government's 
willingness to focus on digital transformation 
was a key factor in Amazon's decision to locate 
there. 

"Bahrain is very particular in saying they want to 
leverage technology to redefine our economy," 
Chagpar said. 
Leveraging its proximity to Saudi Arabia has 
been part of Bahrain's economic toolkit since a 
bridge connecting it to Saudi Arabia's Eastern 

Province, where oil giant Aramco is 
headquartered, was opened in 1986. 
Some 1.1 million people entered Bahrain via the 
bridge in January, many attracted by the 
country's more relaxed rules on drinking and 
socialising. Unlike Saudi Arabia and neighbouring 
Kuwait, where alcohol is prohibited, alcoholic 

drinks are sold in Bahrain.  
Some international companies, which want to 
sell into the Saudi market, also base 
themselves in Bahrain, where the operating 

costs are cheaper. U.S. manufacturer Mueller 
Industries and Mondelez, the world's No 2 
confectioner, have recently expanded their 
presence in Bahrain. 

But Bahrain's prime position as a "stepping 
stone" to Saudi Arabia could wane given the fast 
pace of change in the conservative country as it 
moves to relax social restrictions and build 
entertainment and tourism industries. It is also 
developing its own manufacturing sector. 
"It used to make sense four or five years ago, it 

doesn’t make sense now that Saudi Arabia has 
opened up," said Saidi. 

 
(Editing by Carmel Crimmins) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

China 

China issues 2.4 trillion yuan of bonds 

in February  

19-Mar-2019  

BEIJING, March 19 (Xinhua) --   
Treasury bond issuance stood at 160 billion 
yuan, while local government bond issuance 
was worth 364.2 billion yuan, according to the 
People's Bank of China. 

By the end of February, the size of outstanding 
bond market debt was 88 trillion yuan. 
China stepped up efforts last year in preventing 
abnormal financial volatility and properly 

handling local government debt risks. 
The debt balance of local governments stood 
at 18.39 trillion yuan at the end of 2018, well 
below the official ceiling of 21 trillion yuan, 
official data showed.  
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Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved. 
 
 

China's local govts issue $25.6 bln in 

special bonds in Feb  

20-Mar-2019  
BEIJING, March 20 (Reuters) - Chinese local 

governments issued 171.7 billion yuan 
($25.59 billion) in special bonds in February, 
up from 154.5 billion yuan in January, the 
finance ministry said, as Beijing looks to fast-
track infrastructure projects to boost growth. 

Outstanding local government special bonds 
were at 7.71 trillion yuan by the end of 
February, the finance ministry said on 
Wednesday.  

Total local government debt issuance stood at 
364.2 billion yuan last month, according to the 
finance ministry, while outstanding local 

government debt touched 19.14 trillion yuan at 
the end of February.  
 
($1 = 6.7106 Chinese yuan) 
(Reporting by Beijing Monitoring Desk, Editing by 
Sherry Jacob-Phillips) 
(( yifan.qiu@thomsonreuters.com ; 86-10-66271289; 
)) 
(c) Copyright Thomson Reuters 2019.  
 
 

India 

Foreign Investors Bought Net $77.43 

Mln Of Indian Bonds On Mar 18  

19-Mar-2019  

By Dharam Dhutia 
NewsRise 
MUMBAI (Mar 19) -- Foreign investors were 

net buyers of $77.43 million of Indian 

government and corporate bonds in the 
previous session, according to NewsRise 
calculations based on data from Clearing Corp 
of India Ltd. and National Securities 
Depository Ltd. 

These investors have net bought bonds worth 
$1.29 billion so far in March.  
Overseas investors have sold net $880.27 
million worth of Indian debt in 2019 against net 

sales of $5.88 billion in 2018. In 2017, these 
investors net bought $26.26 billion of local debt. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-6135 3308 
- Edited by Vipin Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 
 

RBI likely to change disclosure norms 

for bonds  

21-Mar-2019  
MUMBAI: The Reserve Bank of India (RBI) is 

likely to ease disclosure rules on the transfer 
of various categories of state government 

bonds held by high-street lenders, a move 
that could help increase treasury incomes at 
traditional banks. 

The banking regulator may say that lenders 
need not disclose the transfer of state bonds 
from the held-to-maturity (HTM) category to the 
available-for-sale (AFS) segment, said a source 
with direct knowledge of the matter. 

An email query sent to RBI remained 
unanswered until the publication of this report. 
If the RBI eases the rules, banks would get to 
shift more of state loans that are in HTM 
category to AFS, translating into an increase in 
liquidity as these bonds carry higher coupon. 
This will also help financially prudent state 

governments buy back bonds as those states 
would aim to cut their borrowing costs in a 
falling rate regime. 
"If banks are allowed to transfer state bonds 

from HTM (Held-to-Maturity) to AFS (Available 
for Sale) without any disclosure, it should 

increase the stock of such bonds available for 
secondary market trading, " said a senior 
executive from a large bond house. 
The differential between state and central 
government bonds should continue to 
compress until fiscal year end before it 
expands in the new financial year on higher 
supply, the person said. 
This makes a 'buy' case for investors for now. 
The differential was as high as 110 basis points 
three-four weeks ago, prompting investors to 
book mark-to-market profits with falling yields. 
The easing of rules was discussed in a meeting 
held between the RBI and different state 
government secretaries a week ago. 
ET reported on March 18 that RBI proposed a 

rule-based approach in fixing new Ways and 
Means limits for the state governments, 
replacing the previous expenditure-based 
system. 
State bonds, known as State Development Loans 
(SDL) in market parlance, are expected to inch 
up to Rs 4.3 lakh crore in FY20 from Rs 4 lakh 

crore in FY19, according to a note by 
PhillipCapital India. Net-net, supply is higher in 
FY2019-20. 
Total outstanding stock of state bonds is more 
than Rs 23 lakh crore now. 
State bonds offer 75-85 basis points higher than 
central debt securities. Bond yields and prices 

move in opposite directions. 
State government bonds have of late assumed 
importance as such debt papers, now 
voluminous, can change market dynamics. 

"SDL crowds out corporate borrowings in the 
bond market by increasing costs, " said B. P. 
Kanungo, RBI Deputy Governor, in a note in 

September last year. "A one percentage point 
increase in the ratio of state debt issuance to 
GDP (resulted) in an 11 percent decline in the 
volume (in Rupees) of corporate bonds issued in 
FY16." 
 
For Reprint Rights: timescontent.com 
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Copyright (c) 2019 BENNETT,COLEMAN & CO.LTD. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Economy in brief: Foreign debt 

recorded at $383.3b  

17-Mar-2019  
The Jakarta Post, Jakarta 
Bank Indonesia (BI) revealed on Friday that 
Indonesia's foreign debt reached US$383.3 
billion in January a rise of 7.2 percent year-
on-year (yoy) compared to January 2018, 
which was recorded at $357.6 billion. 

BI regards the debt level as normal, marked by 

a higher growth in government borrowing rather 
than debt growth in the private sector. 
"The foreign debt position increased by $5.5 
billion compared to the position late last year," 

said BI in its report on Friday. In December 
2018, Indonesia's foreign debt was recorded at 
$377.8 billion. 

In January the combined debt of the 
government and BI stood at $190.2 billion, 
compared to the position in January, 2018, 
which was recorded at $187.2 billion. 
Meanwhile, the private sector debt in January 
this year was recorded at $193.1 billion. 
"The increase in foreign debt was particularly 

triggered by the actions of foreign investors 
through the purchase of Indonesia's 
sovereign debt papers in January. This 
indicates an improvement in foreign investor 
confidence in the Indonesian economy," BI 
said. 

Previously, multinational investment bank and 
financial services company Morgan Stanley 

called on Indonesia to reduce its dependence on 

external funding to break the link between its 
monetary policy cycle and external liquidity 
conditions. 
"Bank Indonesia's policy mandate of currency 
stability is likely due to the notion that Indonesia 
is a highly dollarized economy and currency 
volatility would have negative implications," It 

said in a research note, a copy of which was 
made available to The Jakarta Post on Thursday. 
 
Copyright (c) 2019 The Jakarta Post 
©Thomson Reuters 2019. All rights reserved. 
 
 

Kazakhstan 

Kazakhstan dollar bonds fall after 

President Nazarbayev steps down  

19-Mar-2019  
LONDON, March 19 (Reuters) - Kazakhstan's 

sovereign dollar bonds fell across the curve 
after President Nursultan Nazarbayev said on 
Tuesday he was resigning as the Central Asian 
nation's leader after almost three decades in 
power. 

The 2045 issue slipped as much as 1.2 cent to 

trade at 125.997 cents in the dollar, the biggest 

daily drop since end-November, Tradeweb data 
showed.  
 
(Reporting by Karin Strohecker, editing by Tom 
Arnold) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Malaysia's Mahathir says some state-

owned entities may be listed  

19-Mar-2019  
KUALA LUMPUR, March 19 (Reuters) - Malaysia 

may list certain state-owned entities to cut 
government debt and liabilities, Prime 
Minister Mahathir Mohamad said on Tuesday 
as it seeks new revenue sources to boost its 
fiscal position.  
Mahathir, elected in a stunning upset last year, 
has blamed the previous administration of Najib 
Razak for saddling Malaysia with debt and 

liabilities of more than 1 trillion ringgit ($245.52 
billion).  
A government panel to cut debt is looking at 
strategies, such as "identification of 
opportunities on potential asset monetisation, 
which means mature unlisted government 
entities may be listed in the stock market," he 

said.  
State-linked companies could also pare equity 
stakes, he told a conference of investors in 
Kuala Lumpur.  
"The key guiding principles for monetising any of 

our assets is that the disposal or monetization 
must never be done at fire-sale prices, and any 

disposal of shares, monetisation of assets, 
auctions or other measures will be done in an 
orderly manner." 
He did not identify specific companies or fix a 
timeframe for the plan, however. 
Sovereign wealth fund Khazanah Nasional Bhd 

announced a new strategy this month, saying it 
was gearing up to be a "long-term real return 
provider" to the government through its 
commercial investments. 
Last month Reuters reported, citing sources, 
that Khazanah's new strategy aimed at 
delivering more cash to the government by 
pruning stakes in non-strategic assets. 

Some analysts have also speculated the 

government could list a small portion of its stake 
in state energy firm Petronas to generate 
revenue. 
Petronas is the sole manager of Malaysia's oil 
and gas reserves. Although some of its 
subsidiaries are listed on the national stock 

exchange, Petronas is fully owned by the 
government.  
Finance Minister Lim Guan Eng told Reuters last 
year the government had no immediate plans to 
sell stakes in state-owned companies, but did 
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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 

  6 

not rule out the possibility in the future. 

Lim and Mahathir have blamed corruption 
scandals in the previous administration for 
Malaysia's large debts. The fiscal situation was 

also hurt after the new government scrapped an 
unpopular consumption tax, in line with a 
campaign promise.  
Former premier Najib has been slapped with 

dozens of corruption charges since his defeat in 
May 2018, many related to alleged money 
laundering at state fund 1MDB.  
He has pleaded not guilty and has consistently 
denied any wrongdoing. 
 
($1=4.0730 ringgit) 
(Reporting by Liz Lee, Writing by A. Ananthalakshmi; 
Editing by Kim Coghill and Clarence Fernandez) 
(( ananthalakshmi.as@thomsonreuters.com ; +603 
2333 8036; Reuters Messaging: 
ananthalakshmi.as.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/AnanthalakshmiA) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Maldives 

Fitch Rates Maldives' Housing 

Development Corporation First-Time 

'B+'; Outlook Stable  

21-Mar-2019  
Fitch Ratings-Hong Kong/Shanghai-March 21: 
Fitch Ratings has assigned Maldives-based 

Housing Development Corporation Ltd (HDC) 
Long-Term Foreign-Currency and Local-
Currency Issuer Default Ratings of 'B+'. The 
Outlook is Stable. 

HDC is a 100% state-owned enterprise formed 
by presidential decree. It undertakes and 

manages the overall planning and building of the 
reclaimed city of Hulhumale, which is the 

Maldives' biggest urban development project. Its 
core business is the development of Hulhumale 
through real estate and infrastructure projects, 
including social housing, roads and bridges, 
commercial properties and recreation premises. 
HDC also provides non-core services, such as 
municipal services, building maintenance and 

land administration, and regulation of 
supplementary developments. 
Fitch classifies HDC as a government-related 
entity (GRE) that is credit linked to the 

Maldivian sovereign (B+/Stable). This is 
attributable to our assessment of the entity's 
very strong legal status, control and oversight; 
very strong level of historical financial support; 

and strong socio-political and very strong 
financial implications of a potential default. 
These factors mean there is a strong likelihood 
of HDC receiving extraordinary state support, if 
required. The assessment translates into an 
overall support score of 50 under our 

Government-Related Entities Rating Criteria, 
leading to the equalisation of HDC's rating with 
the Maldives sovereign. 
KEY RATING DRIVERS 
'Very Strong' Status, Ownership, Control: HDC is 

wholly owned and fully controlled by the 

government. It is registered as a limited liability 
company under the Maldives' Company Law and 
is allowed to go bankrupt. HDC is also 

supervised by the Privatization and 
Corporatization Board (PCB) under the Ministry 
of Finance (MoF) on behalf of the Maldives 
government. HDC's board of directors have to be 

appointed by the government of Maldives, while 
its major decisions need the government's 
approval. 
'Very Strong' Support Record, Expectations: The 
Maldives government has provided strong 
financial support for HDC, mainly through 

funding support and guarantees on the 
company's international unsecured borrowings. 
At end-2017, the MoF provided 48% of HDC's 
debt and guaranteed 12% of the company's 
debt. By end-2018, according to the 

company's unaudited management accounts, 
the MoF accounted for 8% of HDC's debt and 
guaranteed 79% of HDC's debt. Fitch believes 

HDC will continue to receive strong 
government support. 

'Strong' Socio-Political Default Impact: HDC is 
the only GRE responsible for developing 
Hulhumale city into the largest urban area of 
Maldives with plans to accommodate two-thirds 
of the country's population. The company also 
provides some municipal services and other 

services. A default by HDC would disrupt the 
development of Hulhumale and affect the daily 
life of local residents. 
'Very Strong' Financial Default Implications: 
Fitch believes HDC is a proxy financing vehicle of 
the government of Maldives, given that it is the 
largest GRE by asset size in the country that 

accounts for 52% of the top 5 GREs' total assets 
in Maldives at end-2017. At end-2018, 79% of 

HDC's debt was guaranteed by the sovereign. 
Furthermore, the guarantees provided by the 
government to other GREs state that if one 
government entity defaults, other guaranteed 
loans may be treated as in default too. 
Therefore, a default by HDC would not only 

damage the Maldivian government's reputation, 
but also the availability of financing options for 
other key GREs in the Maldives. 
'Weak' Standalone Credit Profile: Fitch assessed 
HDC's financial profile as 'Weak' with a 
maximum standalone credit profile in the of 'B' 
category. HDC used to have moderate debt 

leverage during 2015-2017. However, net 
debt/EBITDA increased to 45.8x by end-2018 
from 2.95x at end-2017 due to the significant 
addition of debt in 2018 to fund major 

infrastructure projects. Fitch believes HDC is 
likely to maintain a similar profile in the medium 
term due to its continued debt growth and policy 

role to provide social housing, which would 
constrain profitability. 
RATING SENSITIVITIES 
Credit-Linked with Sovereign: HDC's ratings 
are credit-linked to those of the government 
of the Maldives, hence positive or negative 
rating action on the sovereign would result in 
similar rating action on the issuer. 
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Downward Pressure: A material weakening of 

the operational and administrative links with the 
sponsor and/or direct government control, 
manifested in HDC's lower strategic importance 

in the development of Hulhumale, and 
weakening in the incentive for the government 
to provide support would result in negative 
rating action. 

 
Media Relations: Bindu Menon, Mumbai, Tel: +91 22 
4000 1727, Email: bindu.menon@fitchratings.com; 
Wai-Lun Wan, Hong Kong, Tel: +852 2263 9935, 
Email: wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 

Philippines 

Philippines central bank holds rate 

steady, warns on budget impasse  

21-Mar-2019  
• Key policy rate kept at 4.75 pct, as 
expected 
• Budget impasse poses risk to 2019 

growth –central bank 
• Inflation pressures easing –central 
bank 
• RRR needs careful study before 
adjustment considered -dep gov 

By Neil Jerome Morales and Enrico Dela Cruz 
MANILA, March 21 (Reuters) - The Philippine 

central bank kept its benchmark interest rate 
steady for a third straight meeting on 
Thursday, as expected, saying prospects for 

the economy remain firm and inflation 
pressures are easing. 
However, the Monetary Board, in its first policy 
meeting under new Governor Benjamin Diokno, 
warned "there are risks to economic growth in 
2019 if the current budget impasse in Congress 
is not resolved soon". 
President Rodrigo Duterte's economic team last 

week cut its GDP growth target for this year to 
6-7 percent, from 7-8 percent, blaming political 
squabbling for delays in final approval of the 
national budget.  
The Bangko Sentral Pilipinas (BSP) said 
Wednesday's decision by the U.S. Federal 
Reserve to abandon rate hikes in 2019 offered 

space for many emerging markets to keep their 
policy rates steady. 
The Fed decision "actually improves the 
situation," BSP Deputy Governor Diwa 
Guinigundo told a news conference. 

"There was less volatility in the foreign exchange 

market today. That gives more flexibility or 
space for many emerging markets to keep their 
monetary policy steady," he added. 
The BSP kept the rate on its overnight reverse 
repurchase facility at 4.75 percent, as predicted 
by all 13 analysts in a Reuters poll. 
Corresponding interest rates on the overnight 

lending and deposit facilities were also left 
unchanged. 

The bank has kept rates steady after five 
consecutive rate hikes between May and 

November last year, totalling 175 basis 
points, to cool inflation that reached a near-
decade peak. 

"With inflation falling back sharply, interest rate 
cuts are now looking increasingly likely. We are 
expecting the first cut at the BSP's next meeting 
in May," Alex Holmes, Asia economist at Capital 
Economics said after the rate decision. 

Annual inflation eased in February to a one-year 
low of 3.8 percent due to slower gains in food, 
fuel and utility prices, in line with policymakers' 
expectations that price increases will continue to 
moderate this year. 
That brought average inflation in the first two 
months to 4.1 percent, still outside the central 

bank's 2-4 percent target range. 
The BSP now expects easing food prices to bring 
average inflation this year to 3.0 percent, down 
from its previous forecast of 3.07 percent, and 

to 3.0 percent in 2020 from a previous estimate 
of 2.98 percent. 

A further cut in the reserve requirement ratio -- 
the amount of cash that banks must hold as 
reserves -- "is always on the table, but the issue 
is timing," Guinigundo said. 
The reserve requirement for banks was cut twice 
last year to 18 percent, in line with a medium-
term plan to bring the ratio to single-digit levels 

and help bolster a slowing economy. 
Diokno, who was Duterte's budget secretary 
before his appointment to replace Governor 
Nestor Espenilla who died last month, has raised 
the possibility of several cuts this year in the 
RRR. 
 
(Reporting by Neil Jerome Morales and Enrico Dela 
Cruz; 
Editing by Darren Schuettler) 
(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Saudi Arabia 

Saudis to seek $20 bln investments for 

planned tourism landmark  

20-Mar-2019  
Corrects name in paragraph 8 to Salman not 
Sultan 
• Investor roadshow by year-end for al-
Ula development 
• 35,000 jobs expected, $32 billion GDP 

contribution 
• Part of efforts to diversify economy 
away from oil 

By Stephen Kalin 
RIYADH, March 20 (Reuters) - Saudi Arabia is 

targeting up to $20 billion of investments 
through 2035 for a planned landmark tourism 
destination and will hold a global investor 
roadshow before the end of the year, the head 
of the project told Reuters. 

Al-Ula, the site of an ancient civilisation in a 

mailto:Publicdebtnet.dt@tesoro.it
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remote northwestern corner of the country, is 

part of plans by the world's top crude exporter 
to diversify its economy away from oil and open 
up after decades of reclusion. 

Amr Madani, chief executive of the Royal 
Commission for al-Ula, said in an interview this 
week he expects targeted investments to 
eventually generate 35,000 jobs and contribute 

a combined 120 billion riyals ($32 billion) to 
gross domestic product over the next 17 years. 
"The bulk of that in the beginning will be 
construction-led but at steady state it will be 
tourism-led," he said. This would be alongside 
secondary industries like sustainable agriculture, 

heritage preservation and film production. 
The government, along with a French cultural 
partnership, has already begun financing 
infrastructure at al-Ula, which features majestic 
rock-hewn tombs and 2,000-year-old stone 
carvings by the Nabateans, the pre-Islamic Arab 
people that also built Petra in neighbouring 

Jordan. 
"We'd rather inject zero from public money, but 
the reality is we need to kickstart the 
investment. So we don't know what that number 
is but we're committed to keep investing until 
we get to the right conditions where funds jump 
in," Madani said. 

Various investment vehicles will be considered, 
including joint ventures and long leases, he 
added. 
OVERWHELMED 
Al-Ula’s development is part of a push to 
preserve pre-Islamic heritage sites in order to 
attract non-Muslim tourists, strengthen 
national identity and temper the austere 

strain of Sunni Islam that has dominated 
Saudi Arabia for decades. 

It is also part of Crown Prince Mohammed bin 

Salman's efforts to make the country an 
entertainment destination, with the kingdom 
looking to attract dozens of Western acts, 
including a planned Michael Jackson-inspired 
"Thriller" theatrical show.  

The authorities eventually want to attract up to 
2 million visitors annually to al-Ula, but they are 
starting with about 1,000 hotel rooms plus 
desert camps and a three month visitor season 
called Winter at Tantoura that just concluded its 
first iteration. 

"We were overwhelmed, not only by those who 
came, but by people who saw the pictures and 
wanted to come," said Madani. "There is a lot of 
excitement around the world." 
Plans to admit tourists to Saudi Arabia have 
been discussed for years but have not come to 

fruition due to sluggish bureaucracy and concern 

over conservative sentiment. 
International outcry over the murder of 
journalist Jamal Khashoggi by Saudi agents last 
October may give some potential visitors pause, 
but calls for Western performers to boycott the 
kingdom have not caught on. 
Alongside "seasonal" visas issued for Tantoura, 

the government has approved plans to issue 
electronic visas for foreign visitors to attend 
sporting events and concerts, but it is unclear 

when those will be available. 

 
($1 = 3.7499 riyals) 
(Reporting By Stephen Kalin; editing by Emelia 
Sithole-Matarise) 
(( stephen.kalin@tr.com ; +966554282201; Reuters 
Messaging: 
stephen.kalin.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Sri Lanka 

Sri Lanka shares fall for 4th session; 

rupee ends firmer  

21-Mar-2019  
COLOMBO, March 21 (Reuters) - Sri Lanka's 

share index fell for a fourth straight session 
on Thursday to a more than 6-year closing low 

as investors exited the island nation's risky 
assets, while they awaited cues from the third 
and final vote on the 2019 budget, market 
sources said. 
The Colombo Stock Exchange index fell 0.36 
percent to 5,571.30, hovering near its lowest 
close since Dec. 26, 2012. 
The benchmark stock index fell 1.85 percent last 
week, recording its sixth straight weekly drop. It 

has declined 7.95 percent so far this year. 
Turnover was 844.3 million rupees ($4.74 
million), more than last year's daily average of 
834 million rupees. 
Foreign investors bought a net 1.7 million 
rupees worth of shares on Thursday but they 

have been net sellers of 6.15 billion rupees 
worth of equities so far this year. 
Parliament last week passed the second 
reading of the 2019 budget that raises 
spending while setting an ambitious goal to 
reduce a large fiscal deficit. The final vote is 
scheduled for April 5. 

The stability of Prime Minister Ranil 
Wickremesinghe's government has been 

questioned by the opposition since he was 
reinstated after a 51-day political crisis.  
The rupee ended firmer at 177.90/178.10 to the 
dollar on greenback selling by some banks, 
compared with Tuesday's close of 178.40/50. 
Markets were closed on Wednesday for a public 
holiday.  

The rupee has climbed 2.64 percent this year as 
exporters converted dollars and foreign investors 
purchased government securities amid 
stabilising investor confidence after the country 
repaid a $1 billion sovereign bond in mid-
January. 
Worries over heavy debt repayment after the 
51-day political crisis that resulted in a series 
of credit-rating downgrades dented investor 
sentiment as the country struggled to repay 
its foreign loans. 

The rupee dropped 16 percent in 2018, and was 
one of the worst-performing currencies in Asia 
due to heavy foreign outflows. 
Foreign investors bought a net 1.16 billion 

rupees worth of government securities in the 
week that ended on March 13, the second net 
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inflow in four weeks, but they have sold a net 

1.7 billion rupees this year, the latest central 
bank data showed. 
 
($1 = 177.9500 Sri Lankan rupees) 
(Reporting by Ranga Sirilal and Shihar Aneez; Editing 
by Shreejay Sinha) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 
www.twitter.com/rangaba)) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Bulgaria 

Bulgaria posts 0.2 pct/GDP current 

account surplus in January  

22-Mar-2019  
SOFIA, March 22 (Reuters) - Bulgaria posted a 

current account surplus of 0.2 percent of 
gross domestic product in the first month of 
2019, compared with a deficit of 0.3 percent 

in the same period a year earlier, central bank 
data showed on Friday. 

The surplus stood at 88.7 million euros ($100.24 
million) in January on an annual basis from 
139.4 million euros in the first month of 2017 
mainly due to an increase in exports. 
Foreign direct investment, much needed to 
boost sustainable growth in the Black Sea state, 

was negative of 427.5 million euros through 
January, compared with FDI of 228.7 million in 
January 2018. 
The finance ministry sees the current account 

posting a surplus of 0.9 percent in 2019 as it 
expects slower exports and a pick up in imports 

driven by domestic demand. 
 
($1 = 0.8849 euros) 
(Reporting by Angel Krasimirov, editing by Tsvetelia 
Tsolova) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Revises Bulgaria's Outlook to 

Positive; Affirms at 'BBB'  

22-Mar-2019  
Fitch Ratings-Frankfurt/London-March 22: 
Fitch Ratings has revised the Outlook on 
Bulgaria's Long-Term Foreign-Currency Issuer 
Default Rating (IDR) to Positive from Stable 
and affirmed the IDR at 'BBB'. 

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

rating action commentary. 
KEY RATING DRIVERS 
The revision of the Outlook on Bulgaria's IDRs 
reflects the following key rating drivers and their 
relative weights: 
Medium 
Bulgaria's external finance metrics continue to 

improve and outperform the majority of its 'BBB' 

peers. The current account surplus was an 
estimated 4.5% of GDP in 2018, well above 
previous estimates and helped by a rising 

services surplus. With private sector external 
assets also increasing, this has led to a further 
strengthening of the country's net asset 
position, to around 17% of GDP at end-2018, a 

notable 40pp improvement since 2013 (and 
compared with the current net external debt 
position of 7% of GDP for 'BBB' peers). 
Fitch expects a further build-up of external 
assets in 2019-20, although at a more gradual 
pace, as the current account surplus is set to 

narrow in line with higher trade deficits. There 
are downside risks related to weaker external 

demand and loss of competiveness given a 
sustained increase in unit labour costs. However, 
Bulgaria has thus far been successful in 
maintaining external competitiveness via shifts 
to higher value added production and 

productivity improvements, with its share of 

intra-European and global trade rising over the 
last five years. A large pool of FX reserves 
(equivalent to 45.4% of GDP at end-2018) and a 
credible currency board regime also help contain 
external risks. 
Budget outturns have over-performed, further 
strengthening Bulgaria's fiscal/debt position 

compared with peers. The budget surplus rose 

to an estimated 1.9% of GDP in 2018 on an 
accrual basis (compared with our previous 
surplus forecast of 0.7% and the current 'BBB' 
peers median deficit of 1.8%), the best 
performance in the last 20 years. Revenue (up 
by 12% in 2018) has benefited from cyclical 
growth in domestic demand but also efficiency 

improvements. Higher projected expenditure, 
driven by wages, social contributions and higher 

capital spending, should narrow the headline and 
primary surpluses in 2019-20. In Fitch's view, 
Bulgaria's commitment to prudent fiscal policies 
limit downside risks to our forecasts. 
General government debt/GDP stood at an 
estimated 22.5% of GDP at end-2018 and is 
set to fall to close to 19% by 2020. This 
compares with a current 'BBB' median of 
38.5%. The main risk stems from contingent 
liabilities, which amount to just over 10% of 
GDP and are tied to some problematic SOEs. 
However, a relatively large and stable fiscal 
reserve account of the central government 
(8.7% of GDP end-2018) and very low debt-

servicing costs (interest payments to revenue 
less than 2% versus 7.5% for 'BBB' peers) 
support public debt sustainability. 

Upward revisions to historical GDP figures means 
that GDP per capita is now at almost 90% the 
'BBB' median, and is expected to reach the 
current peer median by 2020. GDP per capita 

has increased by over 20% in nominal terms in 
the last five years, although it is still among the 
weakest in the EU (only 50% of EU average in 
2017 in purchasing power parity). 
Bulgaria's IDRs also reflect the following key 
rating drivers: 

Fitch expects GDP growth to gain momentum in 
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2019-20 (averaging 3.3%) after slowing more 

than expected in 2018, to 3.1%. The recovery is 
largely based on a rise in net exports, which last 
year were affected by developments in Turkey 

and one-off factors, as well as sustained 
domestic demand growth. The latter will be 
supported by a tight labour market, low interest 
rates and EU-led investment. Downside risks are 

primarily tied to the external sector, although 
Bulgaria appears less vulnerable than other 
countries in the region as most of its exports 
(including those to its main trading partner 
Germany, which accounts for 15% of total) are 
for final consumption demand. 
The government's policy agenda remains 
centred on joining ERM2 and the banking 
union by July 2019. Efforts have focused on 
adopting the required legislative framework 
to meet all commitments, while an Asset 
Quality Review (AQR) of six financial 
institutions is now underway and expected to 

be completed by 2Q19. The approval to join 
would kick off the required waiting period to 
adopt the euro (which could take place by 2022 

at earliest) and could help anchor efforts 
towards improving financial supervision, SOE 
governance and tackling structural bottlenecks 
such as a weak insolvency framework. A failure 
to join could have some political repercussions 
but is unlikely to substantially affect policy 
direction, in particular in terms of the 

authorities' commitment to the currency board 
and fiscal discipline. 
The banking sector remains stable, supported by 
solid capital buffers, strong liquidity and 
improving profitability on the back of rising 
credit growth (8.4% in 2018). Asset quality has 

improved, with the ratio of non-performing loans 
down to 7.6% in 4Q18 (from 14.6% end-2015), 

although it is still among highest in the EU, 
reflecting in part difficulties in dealing with 
legacy issues. Various efforts are underway to 
enhance transparency, governance, and the 
resilience of the sector (including raising the 

counter-cyclical buffer to 0.5% in October 2019 
from zero), further reducing the contingent 
liabilities from the banking sector for the 
sovereign. 
Bulgaria's governance indicators remain in line 
with its 'BBB' peers. Despite a history of 
unstable governments and various institutional 

constraints, there is broad-based political 
consensus in terms of macro-economic policy 
and in favour of integration with the rest of the 
EU. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Bulgaria a score 
equivalent to a rating of 'BBB+' on the Long-
Term Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 

-Macroeconomics: -1 notch, to reflect Fitch's 
view that structural bottlenecks, particularly 
adverse demographic trends, constrain potential 

growth compared with peers. 

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, could lead to positive rating action 

are: 
• Continued improvement in external and 
fiscal balance sheets. 
• Progress toward eurozone accession 
and/or further strengthening of policy and 
institutional framework. 
• Favourable growth prospects that leads 

towards faster convergence with income levels 
of higher rate peers. 
The main factors that could, individually or 
collectively, could lead to negative rating action 
are: 
• Re-emergence of external imbalances 
and/or deterioration of external competitiveness. 

• A sharp rise in public debt driven by 
fiscal easing or the materialisation of contingent 
liabilities on the sovereign's balance sheet. 
KEY ASSUMPTIONS 
• Fitch assumes the Bulgarian authorities 
will maintain continuity in economic and fiscal 

policies, and in relations with the EU. 
• The global economy performs in line with 
Fitch's Global Economic Outlook. 
The full list of rating actions is as follows: 

Long-Term Foreign-Currency IDR affirmed at 
'BBB'; Outlook revised to Positive from Stable 
Long-Term Local-Currency IDR affirmed at 

'BBB'; Outlook revised to Positive from Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F2' 
Short-Term Local-Currency IDR affirmed at 'F2' 
Country Ceiling affirmed at 'A-' 
Issue ratings on long-term senior unsecured 
debt affirmed at 'BBB' 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 

Croatia 

S&P Says Croatia Upgraded To 'BBB-

/A-3' On Strong Budgetary Outcomes; 

Outlook Stable  

22-Mar-2019  

March 22 (Reuters) - S&P Global Ratings: 
S&P raises Croatia’s sovereign credit rating to 
BBB- from BB+; lowers outlook to stable from 
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positive. 

S&P says Croatia upgraded to 'BBB-/A-3' on 

strong budgetary outcomes; outlook stable. 
S&P says Croatia's upgrade reflects its improving 

fiscal metrics, underpinned by its recent 
economic recovery thanks to tax-rich domestic 
demand. 
S&P says risks to GDP performance, public 

finance, financial stability emanating from 
bankruptcy of Croatia's largest food retailer 
agrokor have abated. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Moldova 

IMF mission to start visit to Moldova on 

March 25  

22-Mar-2019  

CHISINAU (Moldova), March 22 (SeeNews) - An 

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

The mission led by Ruben Atoyan will stay in 
Moldova until March 29, the IMF said in a press 
release on Friday. 
"This is a fact-finding mission to update on 

recent economic developments and discuss the 
authorities’ policies to maintain macroeconomic 
and fiscal stability," the IMF said. 
Such staff visits are standard practice in 
program cases outside of the formal cycle of 
program reviews, it added. 

In July, the IMF decided to lend Moldova a 

further $33.8 million (29.8 million euro) under 
the current three-year funding arrangement. 
So far, the latest allocation included, Moldova 
has received a total of $113.3 million in four 
tranches under the current three-year credit 
facility of $178.7 million approved in November 

2016. 
 
($ = 0.8838 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Poland's state budget deficit 0.8 bln 

zlotys at end of February  

20-Mar-2019  
WARSAW, March 20 (Reuters) - Poland had a 

state budget deficit of 0.8 billion zlotys 

($211.74 million) at the end of February, 
which amounts to 2.8 percent of the planned 
deficit for the year, the ministry of finance 
said on Wednesday. 
The state budget's income as of the end of 
February was 64.8 billion zlotys and spending 
was 65.6 billion zlotys. 
 

($1 = 3.7783 zlotys) 
(Reporting by Alan Charlish, Editing by Joanna 
Plucinska) 
(( alan.charlish@thomsonreuters.com ; +48 22 653 
9723; )) 

(c) Copyright Thomson Reuters 2019.  
 
 

Polish finance minister has not 

submitted resignation despite report 

22-Mar-2019  

WARSAW, March 22 (Reuters) - Poland's 

Finance Minister Teresa Czerwinska has not 
submitted her resignation, a spokesman for 
the ministry said on Friday, after a newspaper 
reported that she was considering stepping 
down over plans by the ruling party to 
increase spending. 

"It is not true that she has submitted 
resignation," spokesman Pawel Jurek said. When 
asked if she was considering leaving her post, he 

replied that he knew nothing about such a 
development. 
Puls Biznesu, one of Poland's leading business 
newspapers, reported on Friday that Czerwinska 
was considering resigning as she is highly critical 
of further budget spending planned by the ruling 

Law and Justice (PiS) party ahead of elections. 
The right-wing party pledged last month to raise 
public spending by up to $10 billion a year, 
focusing on child subsidies, state pensions and 
transport infrastructure as part of its campaign 
for parliamentary elections. 
 
(Reporting by Marcin Goclowski 
Editing by Peter Graff) 
(( marcin.goclowski@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

S&P Global Ratings affirms Romania at 

BBB-/A-3 with stable outlook  

16-Mar-2019   
BUCHAREST (Romania), March 16 (SeeNews) - 
Standard & Poor's Global Ratings maintained 
Romania's rating at BBB-/A-3, with a stable 
outlook, after the Romanian government 
pledged it will revisit key parts of a 

controversial fiscal emergency decree. 

"The stable outlook reflects our expectation that 
Romania's fiscal and external buffers will be able 
to withstand the prospects of moderating 
economic growth and the potential risks 

emanating from the recently enacted policy 
package, emergency ordinance 114," S&P said in 

a statement late on Friday. 
S&P stressed it could lower the rating in the 
coming 12-24 months if the expected policy 
reversal was insufficient to avoid a 

pronounced economic slowdown. "Should 
Romania's monetary policy flexibility weaken, for 
example, as a result of the new tax on the 
financial-sector balance sheet, downside 

pressure on the rating would also build." 
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In a statement issued shortly after S&P press 

release, Romania's finance minister Eugen 
Teodorovici said the rating reflects Romania's 
current economic reality. "This decision also 

reflects both the availability of the Government 
of Romania for dialogue and the viability of the 
fiscal measures adopted," Teodorovici said. 
On March 4, S&P has accepted Romania's 

request for an appeal of its credit rating outlook, 
while affirming its rating at BBB-/A-3. 
Romanian finance ministry sent a letter at the 
time to S&P asking it not to change Romania's 
outlook to negative yet, as the country needs 
some more time to approve the 2019 budget 
and assess the effects of a planned tax 
reform. 

The controversial government decree issued in 

late December obliges domestic natural gas 
producers to sell their output mainly to suppliers 
at regulated prices, enforces new taxes for 
banks, energy companies and establishes new 

rules for the operation of private pension funds. 
The fiscal overhaul was widely criticised by 
industries, European Central Bank, European 

Commission, opposition parties and by president 
Klaus Iohannis. 
S&P also said in the statement: 
"RATIONALE 
The affirmation of the ratings and the stable 
outlook reflect our expectation that the 
Romanian government will likely take steps to 
unwind and re-calibrate parts of its package 

of emergency policies that it introduced on 

Jan. 1, 2019, as demonstrated by ongoing 
dialogue among domestic stakeholders to amend 
the construction of the financial asset tax, 
including plans to delink it from the interbank 
rate. If unaltered, we believe that the initial 
policy proposals could have unintended negative 

effects on Romania's growth, competitiveness, 
and public finances, as well as on the central 
bank's monetary policy effectiveness. Its 
moderate external private and public debt levels 
and still strong growth prospects continue to 
support our rating on Romania. In our opinion, 
the country's institutional effectiveness remains 

weak, however, which constrains the rating. 
Even though we forecast that widening fiscal and 
external deficits will eat into its buffers and 
make the Romanian economy increasingly 
vulnerable to slowing growth momentum, we 
nevertheless expect the solid fiscal and external 
stock positions will withstand the worsening in 

fiscal and external flows. 
Institutional and Economic Profile: 

The government plans to revise its recent policy 

package, alleviating immediate risks to growth, 
but challenges remain 
We understand the government is set to 
comprehensively revise its recent policy 

package, which we think will alleviate short-term 
economic and financial risks. 
Interventionist government policies are making 
economic policymaking increasingly 
unpredictable and, if continued, could unsettle 
foreign investors and weaken the growth 

outlook. 

Attempts to implement legislative changes and 

diminish checks and balances between 
institutions could reverse progress made on 
countering corruption and diminish the 

independence of the judiciary. 
We believe that Romania's already prevailing 
institutional and policy uncertainty has been 
accentuated by the comprehensive emergency 

policy initiatives the government announced in 
December 2018 and which took effect on Jan. 1, 
2019. The measures included in these policies 
imply in particular a series of untested sectoral 
taxes intended to offset the effects of recent 
years' generous public wage and pension hikes, 

because they are beginning to take a toll on the 
fiscal position. However, the announced 
measures, if unaltered, would in our view likely 
bear negative consequences for the real 
economy, public finances, and the monetary 
policy effectiveness. 
That said, we observe an ongoing and 
increasingly constructive dialogue between 

the government and domestic stakeholders 
about the consequences of the emergency 
policies, and we expect that parts of the 

policies will be revised. In its initial form, the 
proposed tax on the banking sector assets is 
linked to ROBOR (Romanian interbank offered 
rate) and exempts no assets from the taxable 
base. We note that this disposition would 

constrain monetary policy effectiveness, as well 
as the Romanian National Bank's ability to keep 
inflation under control while maintaining 
financial sector stability. In addition, we note 
that legislation to notably increase the capital 
requirements of pension funds and to make 
contributions to the second pillar voluntary could 

place increasing pressure on the pension 
system. To date, we view the policies of the 

incumbent government as predominantly short 
term in nature, focusing the available fiscal 
space on public sector wage and pension 
increases. Structural reform initiatives are 

lacking, meanwhile, to the detriment of the 
ailing infrastructure network and 
underperforming education system. Romania 
has a long history of operating pro-cyclical 
income policies, which, by crowding out public 
investment, have often interrupted or reversed 
previous periods of improving competitiveness. 
In addition, Romania continues to suffer from 
corruption, although the anti-corruption 
agency National Anticorruption Directorate 
has made gradual improvements in recent 

years. That said, controversial legal reforms to 
weaken corruption charges and political 

interference in independent institutions risk 
weakening the rule of law and diminishing 

checks and balances. In 2018, we estimate that 
real GDP growth moderated to 4.1% from the 
very high 7.0% growth rate in 2017 when fiscal 
stimulus and a favorable external environment 
combined for an economic boom in Romania. 
Wage growth of close to 15% (in double digits 
for the third consecutive year) and tax cuts 

continued to lift disposable incomes in 2018 
while net external demand, on the other hand, 
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subtracted from growth as domestic demand 

pushed up imports. In 2019, we believe that 
growth will slow further to 3.5% due to softer 
external demand and weaker private 

investments. In combination with rising trade 
tensions that could lead to a sharper slowdown 
in the eurozone, we consider that risks to 
Romania's growth outlook are tilted toward the 

downside. As such, while Romania's average per 
capita growth currently exceeds peers', we 
expect average growth to moderate to a more 
sustainable 3.0% annually in 2020-2022. 
That said, the future growth trajectory will 
depend on progress in institutional reforms 
and the degree to which Romania is 
successful in boosting domestic investment 

levels via, for example, increased absorption 

of EU funds. Should the policy reversal not be 
forthcoming or be insufficient, we believe the 
newly introduced sectoral taxes could cause 
delays in previously planned foreign 

investments, particularly in the energy sector. 
This could slow convergence of incomes in 

Romania toward the higher levels in Central and 
Western Europe. Today Romanian per capita 
income remains 50% of that in the Czech 
Republic and 60% of that in Slovakia, for 
example. In our view, most of the difference 
represents lower absolute levels of productivity 
in Romania. Over the past three years, 

Romania's business environment has 
deteriorated, as indicated by the World Bank's 
Ease Of Doing Business Survey and in particular 
in the World Economic Forum's Global 
Competitiveness Ranking, in which Romania has 
dropped by about 15 places since 2015. In this 
vein, we observe an apparent emigration trend 

in the young, educated work force related to 
discontent with current trends in institutions, as 

well as a perception of bleak prospects for 
improvements in general living conditions. The 
Romanian authorities will struggle to counter 
this and secure a more robust growth trajectory, 

as well as sustainably manage the dynamics of a 
rapidly aging population, unless they act to win 
back the sizable diaspora and reverse brain 
drain. Flexibility and Performance Profile: The 
widening twin deficits are starting to eat into the 
fiscal and external buffers 
Pressure on the fiscal position is building and will 

persist in the absence of corrective measures. 
Current account deficits (CADs) will likely widen 
to about 5% of GDP. The credibility of the 
National Bank of Romania remains high and the 
expected amendments to the new bank tax will 
likely assure policy effectiveness. 
The general government budget deficit 

remained below 3% in 2018, thanks to solid 
revenue performance, supported by high 
nominal GDP growth and another year of 
underspending of the capital budget. 
However, accelerated wage increases in the 
public sector have tilted the structure of 
government spending further toward 
inflexible social- and wage-related spending 

and away from investment. We consider the 
prioritization of consumption expenditure over 

investment expenditure as negative for 

Romania's long-term competitiveness and 
growth. Wages and social security contributions 
represent a rigid and inflexible portion of the 

government's expenditure, at around 60% of the 
total. We believe this disposition leaves the 
government little headroom to undertake capital 
expenditure, which the government forecasts 

will increase meaningfully in the 2019 budget. 
Romania's large fiscal deficit, amid very rapid 
economic expansion, highlights the country's 
vulnerability to potential external shocks and a 
pronounced slowdown in growth. The 
government's pro-cyclical fiscal policy is eroding 

fiscal gains hard won during the post-crisis 
years. We forecast that Romania's headline 

general government fiscal deficits will widen 
to 3.3% and 3.5% of GDP in 2019 and 2020. 
These will be a result of the weakening growth 
momentum and the government's spending 
measures as it prepares for the upcoming 

elections--presidential in 2019 and 

parliamentary in 2020. We consider as ambitious 
the government's aim to drastically reduce the 
gap between owed value-added tax (VAT) and 
collected VAT, the widest in the EU according to 
European Commission data. At the same time, 
cutting capital spending again could prove 
challenging, given Romania's acute 

infrastructure needs. Risks to the longer-term 
budgetary position are also tilted to the 
downside, due to uncertainty over some recent 
policy proposals. For example, a draft pension 
law has been contemplated, but the proposal in 
its current form was not long ago dismissed by 

the constitutional court and sent back to 
parliament for re-examination. We do not 
exclude that this or another version of the 

proposal would re-emerge, however, and if it is 
pursued in line with the government's initial 
intentions, it would likely result in a notable 
increase in the pension bill in 2020 and 

thereafter. Such reform initiatives would suggest 
that short-term political gains could continue to 
influence fiscal strategy and direct allocations 
from the capital side to the current spending 
side of the budget. Moreover, within its 2018 
emergency policies, the government made 
contributions to the second pension pillar 

optional, which has unlocked flows to the tune of 
0.8% of GDP into the budget, while partly 
diluting the long-term sustainability of the 
pension system. We believe the pressures on 
Romania's budget will persist over our forecast 
horizon through 2022. At the same time, we 

observe Romania's membership in the EU as an 

important policy anchor. We note the authorities' 
strong commitment to the general government 
deficit remaining below the Maastricht Treaty's 
deficit ceiling of 3% of GDP, partly because a 
breach could jeopardize Romania's access to EU 
structural funds. Romania's public debt burden 

remains modest in an EU comparison. In line 

with our deficit forecast, we expect Romania's 
general government debt will gradually 
increase to a still moderate level of slightly 

below 40% of GDP by 2021. At the same time, 
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the debt profile remains constrained by a 

relatively high share of foreign currency-
denominated debt, as well as the domestic 
banking sector's high exposure to the 

government. We anticipate that pressures on the 
current account will continue to build through 
2022 as government consumption and overall 
domestic demand keep driving imports. 

Together with slowing exports, this will widen 
the deficit. We forecast the CAD will remain 
around 4.5% of GDP on average through 2022. 
Positively, we observe that the funding of the 
CAD stems to a large extent from stable, non-
debt-creating inflows. For this reason, Romania's 

external debt net of liquid external assets, our 
preferred measure, will remain relatively low at 
around 30% of current account receipts (CARs). 
While we assume that net foreign direct 
investment will still cover a significant part of 
the external deficit in the next few years as 
existing foreign investors keep re-investing 

earnings, we note a lack of foreign greenfield 
investments, suggesting that investors might be 
increasingly concerned about the rapid wage 
growth, lack of infrastructure development, and 
persisting political and policy uncertainties. 
Romania's predominantly foreign-owned 
banking sector remains sound, in our view. 
The system's loan-to-deposit ratio had 

declined to about 80% at year-end 2018 from 

its peak of 137% in 2008. Lending growth has 
remained positive for the past two years, with 
loans to households and loans denominated in 
Romanian leu increasing strongly. Credit growth 
was meaningfully supported by mortgage loans 
that benefit from the government's Prima Casa 

program, designed to support first-time 
homebuyers through a 50% guarantee by the 

government. Nonperforming loans have shown 
an impressive decline, reducing more than 
threefold to less than 5% of total loans by Dec. 
31, 2018, from over 21% at midyear 2014. 
Liquidity and solvency ratios remain strong. 

Banks have maintained their profitability despite 
low interest rates. Romania continues to operate 
a managed float of the leu under an inflation-
targeting regime, with a target for inflation at 
2.5% with a variation band of +/-1%. Surging 
inflation since the fourth quarter of 2017 
prompted the National Bank of Romania to take 

assertive action, hiking rates three times in 2018 
by a total of 75 basis points. These actions 
appear to have curbed inflation after it hit a 
5.4% year-on-year peak in May. We expect 
inflation to average 3.5% over 2019, not least 
thanks to lower global energy prices. Over 2018, 

the central bank's rate hikes and its firmer 
control over the liquidity in the banking system 
sustained the leu exchange rate, which, in 
contrast to regional peer currencies remained 
largely stable and avoided depreciation. We 
observe that some foreign currency reserve 
outflows probably helped the leu in 2018." 

 
(1 euro=4.7569 euro) 
Copyright 2019 SeeNews. All rights reserved. 
 

 

Romania's foreign debt falls in Jan  

18-Mar-2019  

BUCHAREST (Romania), March 18 (SeeNews) - 
Romania's foreign debt decreased to 98.3 
billion euro ($111.3 billion) at the end of 
January from 99.2 billion euro at the end of 
2018, the central bank, BNR, said on Monday. 

The end-January figure includes 67.5 billion euro 
in long-term foreign debt, down from 67.9 billion 
euro at the end of 2018, BNR said in a monthly 
balance of payments report. 
Long-term external debt service ratio fell to 
13.2% in January, compared to 20.7% at end-
2018. 

Goods and services import cover stood at 4.8 
months at end-January, from 4.9 months at 
end-2018. 
The ratio of the BNR’s foreign exchange reserves 
to short-term external debt by remaining 
maturity decreased to 73.1% at end-January, 

from 75.6% at end-2018. 
 
($=0.8836 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Russia 

Russia to issue up to $3 bln in dollar 

Eurobonds  

21-Mar-2019  
MOSCOW, March 21 (Reuters) - Russia will 

issue up to $3 billion in new dollar Eurobonds 
and up to 750 million euros in an top-up issue 

of euro-denominated Eurobonds, a financial 
market source said on Thursday. 

Demand for the 2025 Eurobond exceeded 3 
billion euros, while the total amount of bids for 
the 2035 Eurobond has topped $7 billion, the 
source said. 
Russia has set a final yield at 2.375 percent for 

the 2025 Eurobond and at 5.1 percent for the 
2035 dollar Eurobond, the source said. 
 
(Writing by Andrey Ostroukh) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Slovakia 

DBRS Confirms Slovakia at A (high), 

Stable Trend  

22-Mar-2019  
Date of Release: March 22, 2019 
DBRS Confirms Slovakia at A (high), Stable 
Trend 

Industry: Public Finance--Sovereigns 
DBRS Ratings Limited (DBRS) confirmed the 
Slovak Republic's Long-Term Foreign and Local 
Currency - Issuer Ratings at A (high). At the 
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same time, DBRS confirmed the Short-Term 

Foreign and Local Currency - Issuer Ratings at 
R-1 (middle). The trends on all ratings are 
Stable. KEY RATING CONSIDERATIONS  
The confirmation of the Stable trend reflects 
DBRS's view that economic growth, primarily 
supported by private consumption and 
automobile exports, will remain strong over 
the 2019-2020 period, despite some 
headwinds stemming from the European 

economy's slowdown. Moreover, Slovakia has 
made progress with fiscal consolidation, and 
its deficit declined to 0.6% of GDP in 2018. 
Further improvements are expected to be largely 
cyclical rather than structural. Although some 
fiscal easing is likely ahead of the next year's 
parliamentary elections, public debt-to-GDP is 
projected to continue to decline to around 44% 

of GDP in 2020. Moreover, recent 
macroprudential policies should mitigate the 
rising vulnerabilities stemming from the 
household sector because of strong retail credit 

growth.  
Slovakia's A (high) ratings reflect its strong 
macroeconomic performance and deep 

integration with major euro-zone economies. 
The country attracts high-quality foreign 
investment and is well integrated in European 
supply chains. Its credit profile benefits from its 
European Union (EU) membership, its track 
record of conservative fiscal management and 
low public debt. These credit strengths offset 

structural weaknesses including relatively low 
productivity, regional disparities and 
unfavourable demographics.  
RATING DRIVERS  

DBRS views that the Slovak Republic is well 
placed in the A (high) rating category. Upward 
rating drivers include: (1) continued investment 

that enhances productivity and fuels income 
convergence toward the EU average; (2) 
progress in reducing regional disparities that 
increases potential growth; or (3) continued 
fiscal discipline combined with a sustained 
decline in public debt. Downward rating drivers 

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

RATING RATIONALE  
Slovakia's Strong Growth Momentum Benefits 
from EU Membership and Global Supply 
Chains Slovakia's ratings are underpinned by 

its solid macroeconomic performance. It has 
been among the top growth performers in the 
EU. Over the last four years economic growth 
averaged 3.7%, led by both consumption and 

investment. As a result of this sustained 
economic performance, the country's GDP per 
capita based on purchasing power has risen to 
78% of the EU average. Following a 4.1% 
growth rate in 2018, real GDP is expected to 
grow at a similar pace in 2018 before 
moderating to 3.5% in 2020 because of the 

fading boost from increasing car production. 

Current growth trends have been driven 
primarily by domestic demand. Consumption has 
been supported by rising employment, real wage 

growth, and favourable credit conditions. Private 
sector investments have been sustained by 
accommodative European Central Bank (ECB) 
policies and improving lending conditions. In 

addition, with Slovakia being a key hub for auto 
manufacturers - Volkswagen, Peugeot-Citroën, 
Kia and Jaguar Land Rover - growth is likely to 
be aided by a rise in exports driven by rising car 
production, both in new and upgraded facilities 
in 2019.  

Risks of potential higher tariffs on the European 
auto sector could affect output. However, strong 
domestic demand should compensate for a less 
supportive external environment. Slovakia's 
unemployment rate is trending down from the 
peak registered at 14.2% in 2013 and is 
projected to decline to 6.0% in 2020. This 

should contribute to a further boost in wage 
growth in light of a tighter labour market.  
Slovakia's EU membership is a key component 
of its credit strength, both in terms of 
financial support and in preferential access to 

trade and financial markets. The country has 
been a major beneficiary from the European 
Structural and Investment Funds. In total, it is 

scheduled to receive EUR 15.3 billion for the 
period 2014-2020, equivalent to around 2.5% of 
GDP on an annual basis on average. The high 
integration in European value chains has also 
contributed to an improvement in the country's 
export performance. The rise in exports has 
been supported by foreign direct investment 

inflows. Investment into Slovakia is driven by 
European and other international firms taking 

advantage of lower labour costs and proximity to 
Europe's main population centres. There is some 
uncertainty related to the European Commission 
(EC)'s proposal for the 2021-2027 EU Budget to 

reduce funds to the Cohesion Policy (CP) and 
Common Agriculture Policy (CAP) for Eastern 
European EU members, including Slovakia, 
which have relied significantly on the EU budget 
to sustain their development. Although the cut in 
the allocation of funds could be sizeable at 
around 22% and 26% for the CP and CAP, 

respectively, in DBRS' view near- to medium-
term growth prospects are unlikely to be 
affected as funds under the 2014-2020 
multiannual financial framework (MFF) are likely 
to be available until 2023 (T+3 rule).  
Current Account Deficit Set to Narrow Although 
Risks to External Performance Are Intensifying  

The current account deficit will likely narrow, but 
the global trade slowdown poses some risks to 
the export outlook. The new Jaguar Land Rover 
plant is projected to boost car exports and to 
partially offset the negative contribution of the 
primary balance because of the substantial 

outflow of dividends. According to the 
International Monetary Fund (IMF), the current 
account deficit is expected to shrink to 0.9% this 
year from 2.5% of GDP in 2018. However, trade 
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tariffs on the auto sector pose a risk to 

Slovakia's export performance which could be 
also affected by the indirect slowdown of 
Slovakia's key European trading partners. 

Slovakia's negative Net International Investment 
Position (NIIP), although large at 65.9% of GDP 
as of Q3 2018, is less of a concern. Despite a 
growing share of government debt held by 

foreign investors, this is mainly composed of 
foreign direct investment in the form of equity 
and intercompany lending, and there is limited 
private sector reliance on foreign credit.  
Strong Government Balance Sheet and 
Prudent Fiscal Management Bode Well for 
Debt Sustainability  
Slovakia has a strong track record of fiscal 

consolidation. Measures taken after the 
financial crisis along with strong nominal 
growth resulted in a steady decline in the 
fiscal deficit from a high of 7.8% of GDP in 

2008 to 0.6% last year. This reflects a 

combination of cyclical improvement and policy 
initiatives affecting both revenues and 
expenditures. On the revenue side, the 
government's comprehensive anti-tax-avoidance 

programme and measures to enhance tax 
administration efficiency have substantially 
reduced the compliance gap to 26.3% in 2017 
from 40% in 2012. On the expenditure side, the 
authorities' 'value for money' programme, which 
is a comprehensive expenditure review of key 

sectors, has reined in expenditure effectively.  
The government aims to achieve an almost 
balanced budget this year. However, some 
fiscal slippage is likely to occur ahead of the 
parliamentary elections in 2020 and wages 
are expected to increase over the period 

2019-2020 by around 10% in each year. DBRS 
anticipates a slower fiscal consolidation path 

with the budget deficit declining to 0.3% of GDP 

this year versus the government's projection of 
0.1%. Moreover, the improvement in the budget 
balance appears to be mainly cyclical and 
therefore dependent on the volatility of 
economic performance. On the other hand, a 
potential ceiling on expenditure in the future, 
currently under discussion in parliament, will 

likely provide more predictability to the 
budgetary process and increase discipline. 
Slovakia is among the few EU countries whose 
public debt-GDP ratio is below the Maastricht 
threshold of 60%. Its public debt-to-GDP ratio, 
which had averaged 40% prior to the global 

financial crisis, rose nearly 13% points during 
2010-13 because of the countercyclical stimulus 
and lower growth, reaching a high of 54.7%. A 

reduction in the deficit and a pick-up in growth 
have resulted in the debt ratio declining to the 
estimated 48.8% of GDP in 2018. According to 
the latest IMF WEO of October 2018, Slovakia's 

underlying debt dynamics point to a declining 
debt trajectory over the projected five-year 
horizon, reaching 40.5% in 2023. Near-term 
fiscal risks are mitigated by the benign interest 
rate environment and favourable debt 
composition. Slovakia's government debt is all 
long term, with 95% denominated in euros. The 

remaining foreign currency debt is fully hedged. 
The average maturity of government debt has 
risen to the comfortable level of 8.8 years in 
2018 from 4.9 years in 2009, which is in line 
with the Organisation for Economic Co-
operation and Development (OECD) average. 
Concerns Regarding Private Sector Leverage 
Rise, but Financial Stability Risks are Limited for 
Now  
Slovakia records a rapid increase in household 

debt as a result of sustained retail credit in a 
context of high share of home ownership and 
rapid economic convergence. Loan growth to 
households, although on a moderating trend 
recently, has been substantial for a decade and 
it has averaged at 11.4% year-on year in 2018 
compared with 2.6% in the Euro Area. The rise 

in private sector leverage in Slovakia has been 
amongst the highest in the EU. At 42% of GDP 
as of Q3 2018, it is also amongst the highest in 
Eastern Europe, even though it is below the EU 

average of 53%. Within household loans, 
mortgages remain the key driver of household 

credit, accounting for a large share of total 
household loans. Given the interlinkage of the 
Slovak banking sector to the property market, 
rapid loan growth coupled with a concentration 
of new loans with a higher loan-to-value ratio is 
a point of attention. The vulnerability of the 
Slovak household sector is further accentuated 

by a high concentration of housing loan among 
low-income households and by households' 
financial assets-to-liabilities ratio, which at 38% 
of GDP is the lowest in the EU. Against this 
background a potential loss of employment over 
a long period of time will likely affect household 
debt service affordability.  

However, despite rapid loan growth, the banking 
sector has strong fundamentals and loan 

portfolios remain relatively healthy. The healthy 
banking sector in Slovakia reflects sound profit 
growth (albeit on a declining trend), adequate 
levels of capitalisation, and good asset quality. 

The main banks are foreign subsidiaries, but 
their reliance on external funding is limited. The 
banking sector is a traditional retail-oriented 
business model with stable domestic deposit-
based funding. However, while the banking 
sector is healthy, the combination of private 
sector leverage growth, coupled with rising 

property prices has led the National Bank of 
Slovakia to implement a series of measures 
including an increase in the countercyclical 
buffer and a gradual tightening in the regulatory 
lending standards since the second half of 2018. 
In DBRS's view, in addition to the gradual 

phase-in of further stricter lending standards a 

potential market saturation and demographic 
developments should contribute to mitigate the 
risks stemming from housing loan growth. 
Regional Disparities and Unfavourable 
Demographics Remain Key Challenges Despite 
strong growth, Slovakia faces important 

challenges. While overall unemployment levels 
have seen a cyclical improvement to 6.1% in 
2018 of the workforce from 14.2% in 2013, 
structural challenges remain. These include high 
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unemployment among low-skilled and Roma 

population and low female labor force 
participation of women with small children. 
These issues are amplified by regional 

disparities. Unemployment in Eastern Slovakia 
remains high at 12% compared with Bratislava 
where the unemployment rate is 4.2%. 
Underdeveloped infrastructure, lower 

educational attainment, and low labour mobility 
have held back the Eastern and Central regions. 
This has been translated into a sizable part of 
the population be unemployed or outside the 
workforce affecting also productivity growth and 
in turn the economy's potential. In other areas, 

falling unemployment coupled with faster job 
creation and past emigration have led to labour 
shortages with some signs of overheating. 
However, recently, inflows have increased also 
because of high number of Slovaks returning 
from abroad.  
Slovakia's demographics, coupled with low 
fertility, are one of the most adverse in 

Europe with its old-age dependency ratio 
expected to increase from 21% in 2016 to 
56.8% in 2070 based on the latest European 

Commission's 2018 Ageing report. In this 
context, the potential constitutional change to 
put a cap to the general statutory retirement 
age at 64 years following the progress achieved 
with the pension reform in 2012-2013, will likely 

negatively impact the fiscal sustainability. 
However, this constitutional change requires a 
supermajority of 60% and it seems unlikely to 
pass at the moment. On the other hand, to 
partially offset the demographic challenges, 
Slovakia has begun easing its policy on 
migrants. The amendment to the Act on 

Employment Services (effective from May 2018) 
simplifies conditions for employing foreigners 

from third countries, thus speeding up the whole 
process. Weak Government Coalition Will Make 
Progress On the Reform Agenda More 
Challenging  
Perceived corruption and inefficient 
government bureaucracy appear the main 
obstacles to doing business in Slovakia. 

Moreover, the country scores below the EU 
average in areas relating to the government's 
responsiveness to the needs of small and 
medium-sized enterprises. The coalition 
government, comprising centre-left party SMER-

SD, the conservative Slovak National Party and 
the minority oriented Most-Hid, is committed to 
improving the business environment with an 
emphasis on education, the legal system and 
anticorruption policies. However, following the 

resignation of Mr. Fico as prime minister in 
March last year, the government appears 

weaker and the risk of a snap election has 
increased owing also to differences among the 
coalition partners and the slim majority, despite 
the lack of a cohesive opposition. This might 
complicate making progress with the reform 
agenda ahead of the elections scheduled in 
March next year.  

RATING COMMITTEE SUMMARY  
The DBRS Sovereign Scorecard generates a 

result in the A (high) -A(low) range. The main 

points discussed during the Rating Committee 
include progress with economic convergence to 
the EU average, household debt and financial 

stability, regional disparities, fiscal consolidation. 
KEY INDICATORS  
Fiscal Balance (% GDP): -0.8 (2017); -0.6 
(2018E); -0.3 (2019F) Gross Debt (% GDP): 

50.9 (2017); 48.8 (2018E); 46.4 (2019F) 
Nominal GDP (EUR billions): 84.8 (2017); 90.2 
(2018E); 96.7 (2019F) GDP per Capita (EUR): 
15,593 (2017); 16,567 (2018E); 17,762 
(2019F) Real GDP growth (%): 3.2 (2017); 4.1 
(2018); 4.1 (2019F) Consumer Price Inflation 

(%): 1.4 (2017); 2.6 (2018E); 2.6 (2019F) 
Domestic Credit (% GDP): 138.9 (2017); 143.8 
(Sept-2018) Current Account (% GDP): -2.0 
(2017); -2.5 (2018); -0.9 (2019F) International 
Investment Position (% GDP): -65.6 (2017); -
65.9 (Sep-2018) Gross External Debt (% GDP): 
110.0 (2016); 115.6 (Sep-2018) Governance 

Indicator (percentile rank): 75.0 (2017) Human 
Development Index: 0.86 (2017) EURO AREA 
RISK CATEGORY: LOW  
 
For more information on this credit or on this industry, 
visit www.dbrs.com. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Turkey 

Turkey borrows $1 bln in reopening of 

April 2029 bond  

20-Mar-2019  

ANKARA, March 20 (Reuters) - The Turkish 

Treasury borrowed $1 billion in a tap of its 
dollar-denominated April 2029 bond, with a 
final yield of 7.15 percent, banking sources 
said on Wednesday. 

Turkey has mandated banks Goldman Sachs, JP 
Morgan and Standard Chartered for the 
reopening for the bond. It initially borrowed $2 

billion in January. 
The Treasury is expected to announce official 
results of the borrowing on Wednesday. It had 
planned to borrow a total of $8 billion from 
international markets this year of which $6.4 
billion, or almost 80 percent, has been 
completed in the first quarter. 

 
(Reporting by Nevzat Devranoglu 
Writing by Ezgi Erkoyun 
Editing by Jonathan Spicer) 
(( ezgi.erkoyun@thomsonreuters.com ; +90-212-350 
7051; Reuters Messaging: 
ezgi.erkoyun.thomsonreuters.com@reuters.net ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch says Turkey's economy to 

contract this year  

22-Mar-2019  
March 22 (Reuters) - Fitch Ratings said on 

Friday it expects Turkey's economy to 
contract this year as the country struggles to 
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adjust following the lira's nearly 30 percent 
fall against the U.S. dollar in 2018. 

The ratings agency said any premature 
monetary loosening could renew pressure on the 

lira, while any "marked" slowdown could hamper 
Turkey's commitment to fiscal discipline. 
The lira lost more than 3 percent of its value 
against the U.S. dollar on Friday on renewed 
concerns about strained ties between Ankara 

and Washington. 
 
(Reporting by Abhijith G in Bengaluru; Editing by 
James Emmanuel) 
(( Abhijith.G@thomsonreuters.com ; within U.S. +1 
646 223 1183, outside U.S. +91 80 6749 2405; 
Reuters Messaging: 
abhijith.g.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Turkish central bank official: bank sold 

FX to energy importers, paid foreign 

debt  

22-Mar-2019  
ANKARA, March 22 (Reuters) - A recent fall in 

the Turkish central bank's foreign currency 

reserves stemmed from sales of forex to 
energy-importing firms and a foreign debt 

payment, worth $5.3 billion in total, a central 
bank official told Reuters on Friday. 
The official said the fall in reserves was not 
extraordinary and that the bank maintained a 
policy of accumulating reserves. 

 
(Reporting by Nevzat Devranoglu 
Writing by Ece Toksabay 
Editing by Catherine Evans) 
(( ece.toksabay@tr.com ; +90 312 2927022; Reuters 
Messaging: ece.toksabay.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Brazil 

Brazil brings long-awaited dollar bond  

21-Mar-2019  
By Paul Kilby 
NEW YORK, March 21 (IFR) - Brazil finally 

emerged with a long-awaited US dollar bond 
on Thursday, marking its first crossborder 
trade since the country's new President Jair 
Bolsonaro won the election last year.  

The sovereign is approaching investors with a 
new 2029, catching the tail winds of a rally in US 
Treasuries after the Federal Reserve dug deeper 
into dovish territory on Wednesday.  

With no US rate hikes in sight this year and the 
European Central Bank also taking an 
accommodative stance, emerging markets are 
expected to receive further inflows in what has 
been an unexpectedly good year for the asset 

class. 

Against that backdrop, bankers have long 
predicted a deal from Brazil, but with yields on 
its existing 2028s hitting yearly lows last week, 

Thursday appeared to be as good a time as any 
to come to market.  
"Their bonds have been trading at their tights 
for quite a while," said a banker away from the 

trade. "It is about the right time to come." 
The yield on Brazil's existing 4.625% 2028 hit a 
yearly low of 4.469% last week only to widen 
out to 4.50% earlier this morning, after rallying 
from 5.147% on January 2, according to 
MarketAxess data.  

The deal comes on the heels Bolsonaro's first 
visit to the White House this week and amid a 
bullish tone among US investors who favor the 
new president's efforts to push through vital 
pension reforms and get the government's fiscal 
house in order.  
A SOFT START 

Even so, the Brazilian market did look softer first 
thing this morning.  
Not only did the Central Bank keep interest 
rates at record low of 6.5% Wednesday on the 
back of weaker than expected economic data, 
but former President Michel Temer was 
arrested as part of the so called Car Wash 
corruption probe. 

And the perception that the government wasn't 

cutting military pensions as much as it should 
ahead of broader social security reforms had 
also been weighing on sentiment today.  
"Bolsonaro has to show the general population 
that the military will share the pain," said a 
banker. "Yesterday they weakened (the military) 
pension reform and that was viewed as a sign he 

was not being as hard on the military." 
None of that seemed to matter, however, as the 

sovereign looks on course to printing at 4.70% 
after tightening guidance to 4.75% (+/-5bp) 
from IPTs of 4.95% area.  
At that level Brazil would land the bond with 
concession of anywhere between 6bp to 13bp 

depending on where bankers valued the 
extension from the 2028s to the new 2029.  
Bank of America Merrill Lynch, Bradesco and JP 
Morgan are acting as joint bookrunners. Ratings 
are Ba2/BB-/BB-. 
 
(Reporting By Paul Kilby 
Editing by Jack Doran) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Colombia 

Colombia swaps $1.35 bln in local 

treasury bonds  

20-Mar-2019  
BOGOTA, March 19 (Reuters) - Colombia has 

swapped 4.2 trillion pesos ($1.35 billion) in 
local treasury bonds to save on public debt 
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costs, the finance ministry said on Tuesday. 

The government changed TES bonds set to 

expire this year and in 2020 for paper coming 
due in 2022 and 2034.  

"The swap generated net fiscal savings of an 
estimated 44 billion (pesos) and a reduction in 
the balance of local public debt of 120 billion 
(pesos) in 2019," the finance ministry said in a 

statement. 
 
($1 = 3,102.25 Colombian pesos) 
(Reporting by Julia Symmes Cobb and Carlos Vargas; 
Editing by Lisa Shumaker) 
(( julia.cobb@thomsonreuters.com ; +57-316-389-
7187) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexico looking to cut share of foreign 

debt issuance  

21-Mar-2019  
By Stefanie Eschenbacher and Dave Graham 
ACAPULCO, Mexico, March 21 (Reuters) - 
Mexico aims to reduce the percentage of its 
sovereign debt portfolio issued in foreign 
currencies, but will consider continuing to 
place bonds denominated in yen, euros and 
U.S. dollars, a finance ministry official said on 
Thursday. 

"The question is how much we can lower it," 
Gabriel Yorio, the head of the finance ministry's 
public debt office, said in an interview with 

Reuters on the sidelines of a banking convention 
in Acapulco. 
Yorio said around 23 percent of Mexico's 
sovereign debt was in issuance denominated 
in foreign currencies, and that for now, the 
government was looking to bring it down 
towards 20 percent. After that it would review 
matters again, he said. 

"Once we've done more of a medium-term 

analysis, we'd define whether our objective is to 
reduce it beyond 20 (percent)," he said. "But 
what we definitely don't want to do is go above 
23." 
Mexican President Andres Manuel Lopez 
Obrador, a veteran leftist, took office in 
December. Markets are paying close attention to 

his ability to look after the finances of Latin 
America's second-biggest economy. 
He has vowed to run a tight budget, though the 
struggles of debt-laden state oil company Pemex 
have led to warnings from rating agencies that 
Mexico's creditworthiness could be downgraded 

without careful stewardship of public finances. 
Yorio, a former World Bank official who managed 
Mexico City's debt during part of Lopez 
Obrador's 2000-2005 mayoralty of the capital, 
noted that Mexico had redemptions coming up in 
bonds denominated in euros, dollars and yen. 
"What we're obviously trying to identify is the 

best way of approaching those markets in this 
fiscal year," Yorio said. 
The government was considering its options, 

which included a complete roll-over of such 

debt, a partial one, or issuing bonds in another 
currency to cover the borrowing need, he said. 
Mexico, which is due to publish its latest regular 

quarterly debt issuance calendar next week, has 
in recent years also sold debt with ultra-long, 
100-year maturities. Yorio said that was another 
option that was under consideration. 

"We still think it's a bit expensive," he said. "But 
demand seems to be brewing, particularly in the 
European market, for 100 year (debt)." 
 
(Reporting by Stefanie Eschenbacher and Dave 
Graham; editing by Frank Jack Daniel and Rosalba 
O'Brien) 
(( frank.daniel@thomsonreuters.com ; +52-55-5282-
7137; Reuters Messaging: 
frank.daniel.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019 
 
 

Venezuela 

China warns against undermining 

Latam lender meeting amid Venezuela 

row  

22-Mar-2019  
BEIJING, March 22 (Reuters) - China warned on 

Friday against attempts to bring "misfortune" 
to the annual meeting of the Inter-American 
Development Bank in China next week, after 
the United States threatened to pull out if 
Beijing refused to let a representative of 

Venezuelan opposition leader Juan Guaido 
attend. 

The Washington-based IADB, the biggest lender 
to Latin America, voted last week to replace 
Venezuelan President Nicolas Maduro's board 

representative with Harvard economist Ricardo 
Hausmann, who is backed by Guaido.) 
Several sources familiar with the situation 
told Reuters that China - one of the 
Venezuelan government's few remaining 
international allies - had proposed not inviting 
representatives from either the Maduro or 
Guaido camps to "de-politicise" the meeting. 

A senior official in U.S. President Donald Trump's 
administration - which has backed Guaido as 
Venezuela's legitimate ruler - said the United 
States and its regional allies would "pull 

quorum" from the meeting in Chengdu if 
Hausmann was excluded. 
The move likely would derail the meetings, 
which bring together finance and development 
ministers from the lender's 48 member 
countries. 

Chinese Foreign Ministry spokesman Geng 
Shuang said China attaches great importance to 
hosting the bank meeting and hopes the event 
can be successful.  
The meeting should focus on financial 
cooperation and "avoid introducing sensitive 
political topics", he told a daily news briefing. 

"It should avoid being politicised," Geng added. 
The issue of the participation of the Venezuela 
delegation should be "appropriately resolved on 
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the basis of flexibility and pragmatism", he said. 

"If relevant countries deliberately damage the 
preparatory process for the annual meeting and 
cause misfortune for the meeting then they 

should accept the consequences of this," Geng 
said, without elaborating. 
Geng reiterated that China opposes foreign 
interference in Venezuela's internal affairs and 

supports the government and opposition to seek 
a political resolution via talks.  
It is the first time the IADB is holding its 
annual meeting in China, which has become a 
major player in Latin America and has poured 
more than $50 billion into Venezuela over the 
past decade in oil-for-loan agreements. 

With relations between Washington and Beijing 
marred by an acrimonious trade dispute, U.S. 

officials have expressed concern in recent 
months at China's growing influence in Latin 
America - a region Washington has long 
regarded as its backyard. 

Guaido, who heads Venezuela's national 
assembly, invoked the constitution to assume 

the interim presidency in January, saying 
Maduro's election was not legitimate. Most 
Western countries, including the United States, 
have backed Guaido as Venezuela's head of 
state. 
Maduro, who still has the support of Venezuela's 
military, has clung to power with the support of 

Russia, China and Cuba. 
 
(Reporting by Ben Blanchard; Editing by Simon 
Cameron-Moore) 
(( Philip.Wen@thomsonreuters.com ; 
+861066271261; )) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

Congo Republic 

Congo Republic cuts external debt on 

stronger economy, repayments  

18-Mar-2019  

BRAZZAVILE, March 18 (Reuters) - Congo 

Republic has slashed its external debt to 85 
percent of GDP, compared with 120 percent 
just over a year ago, after its economy 
recovered from a slump and it managed to 
make some repayments, its monetary policy 
committee said on Monday. 

The statement added that in 2018 Congo grew 
its economy 1.9 percent, rebounding from a 2 

percent contraction in the prior year. Its growth 
was forecast slightly lower at 1.2 pct for 2019, 
the committee said. 
Congo's economy is recovering after it was hit 
hard by low crude oil prices and struggled 
under more than $9 billion in debt, which in 
2017 forced it to default on some Eurobond 
coupon payments. The central African nation 
also had to seek a bailout from the 

International Monetary Fund. 

 

(Reporting by Christian Elion;  
Writing by Tim Cocks 
Editing by Phil Berlowitz) 
(( tim.cocks@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Egypt 

Egypt targets budget deficit of 7.2 pct, 

GDP growth of 6.1 pct in FY 19/20 

19-Mar-2019  
CAIRO, March 19 (Reuters) - Egypt is targeting 

a budget deficit of 7.2 percent and GDP 
growth of 6.1 percent in the 2019-2020 
financial year, Finance Minister Mohamed 
Maait said on Tuesday on the sidelines of an 
industry conference.  

Egypt's financial year runs from July to June. 

 
(Writing by Nadine Awadalla; Editing by Catherine 
Evans) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Upgrades Egypt to 'B+'; Outlook 

Stable  

21-Mar-2019  
Fitch Ratings-Hong Kong-March 21: Fitch 
Ratings has upgraded Egypt's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
to 'B+' from 'B'. 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 the IDRs reflects the following 
key rating drivers: 
Egypt has made further progress in 
implementing economic and fiscal reforms, 
which are driving improved macroeconomic 
stability, fiscal consolidation and stronger 

external finances. The authorities will complete 
the three-year IMF Extended Fund Facility (EFF) 

in 2019. It seems likely these reforms will 
continue to generate better economic outcomes 
beyond the IMF agreement. General government 
debt/GDP is on a downward path, underpinned 
by structural improvements to the budget and 
the emergence of primary budget surpluses. We 
expect spending on wages, subsidies and 

interest to fall by almost 5% of GDP from June 
2016 to June 2020. Monetary policy is targeting 
single-digit inflation and international reserves 
have risen to six months of current external 

payments. 
We expect the budget sector deficit to narrow 
to around 8.6% of GDP in FY19 (fiscal year 

ending June 2019), with a primary surplus of 
1.6% of GDP, close to the government target 

of 2% of GDP. In 1HFY19 (July-December 2018) 
spending on subsidies and social benefits was 
flat in nominal terms. We expect subsidies and 
social benefits spending to fall by 1.1% of GDP 
in FY19. Interest spending continued to limit 
consolidation, but was in line with budgeted 
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amounts. Overall, revenue grew by 28% yoy 

and expenditure by 17% yoy. 
For FY20 the proposed budget again targets a 
2% of GDP primary surplus and a budget deficit 

of 7.3% of GDP. The consolidation will mostly 
come from lower interest payments because of 
the disinflation trend, lower interest rates and 
lower debt as well as another round of subsidy 

reforms, including the introduction of an 
automatic fuel tariff adjustment mechanism. 
Further moderation of the wage bill/GDP and 
continued efforts to improve the tax 
administration will also contribute. 
In Fitch's view, there is political commitment 
for further fiscal consolidation and there have 

been significant structural improvements in 

the budget that are likely to persist. In FY20 
we expect wages and compensation to fall below 
5% of GDP, down from an average of 8% in 
FY15-FY16, underpinned by the civil service law. 
We expect subsidies and social spending to fall 

to 5.3% in FY20, from 8% in FY17, following 

several rounds of tariff hikes across utilities and 
other regulated prices. Interest payments are 
likely to peak in FY19 at 10.2% of GDP, before 
falling by at least 1pp of GDP in FY20. The main 
risk to policy slippage would be a return of 
political instability and/or a negative shock to 
economic growth. 

For the medium term, by FY22 the government 
aims to narrow the deficit to 4.5% of GDP by 
continuing to run 2% of GDP primary surpluses. 
We forecast smaller primary surpluses, but 
nevertheless that consolidated general 
government debt/GDP will decline to 83% in 
FY20 from 93% in FY18 and a peak of 103% in 

FY17. A risk to this forecast is if a portion of 
government guaranteed debt (around 20% of 

GDP) crystallises on the government balance 
sheet. 
Macroeconomic stability has improved, with 
stronger growth and disinflation. Average 

consumer price inflation dropped to 14.4% yoy 
in 2018 from almost 30% in 2017, following 
sharp depreciation of the Egyptian pound in 
November 2016. The CBE's target has shifted 
down from 13% (+-3%) in 4Q18 to 9% (+-3%) 
in 4Q20. We forecast average inflation of 12% 
and 10% in 2019 and 2020 respectively, 

building in another round of subsidy reforms in 
June-July 2019. CBE cut its overnight deposit 
rate by 100bp to 15.75% in February 2019, 
maintaining positive real interest rates. We 
forecast that real GDP growth will remain robust 
at 5.5% in FY19 and FY20, with risks tilted 
slightly to the downside. 

We estimate that the current account deficit 
(CAD) moderated to 2.5% of GDP in 2018 from 
3.5% in 2017, with the CAD plus net FDI close 
to balance. We forecast that the CAD will 
average 2.3% of GDP in 2019-2020, supported 
by growth in tourism revenues, non-oil exports 

and rising gas production which has eliminated 
the need to import gas for now. Stronger overall 
import growth will nonetheless prevent a smaller 
CAD. 

The CBE's official international reserves rose to 

USD42 billion at end-2018 (covering an 
estimated six months of current external 
payments), from USD36 billion at end-2017, 

despite USD11 billion-USD12 of outflows on non-
resident holdings of Egyptian pound government 
debt in April-December 2018. These outflows hit 
the net foreign asset position of the banking 

sector and the CBE's other FX assets (deposits) 
not included in official reserves. The CBE uses 
these other reserves as a buffer to limit volatility 
in the headline number for official reserves. 
Official reserves increased further to USD44 
billion at end-February and the CBE's other FX 

assets (deposits) increased to USD7.4 billion 
(from USD5.2 billion). This followed USD4 billion 
in bond issuance and a USD2 billion IMF tranche. 
We project Egypt's external debt service to 
average around USD10 billion or 12% of 
current external receipts in 2019-2020, in line 

with the current 'B' peer median. Within this 

we forecast sovereign external amortisation and 

interest costs at around USD7.5 billion on the 
average in 2019-2020. This assumes further 
rollover of the majority (75%) of projected 
maturing GCC deposits at the central bank. 
The sustained health of Egypt's external finances 
will depend on the flexibility of the Egyptian 
pound, which has not displayed much volatility 

since the large depreciation in 2016. Inflation in 
2017-2018 has eroded a large part of the initial 
competitiveness gains. The CBE's cancellation in 
December of the profit repatriation mechanism, 
which in Fitch's view mitigated potential upward 
or downward pressures on the currency from 
portfolio inflows, should herald greater Egyptian 

pound volatility. The pound weakened only 
modestly, by 1.7%, against the US dollar 

between mid-April and end-December, during 
the period of portfolio outflows. With the return 
of portfolio inflows in 2019 (equivalent to a 
quarter of the previous outflows), the Eqyptian 

pound has appreciated by 3% against the US 
dollar up to mid-March. 
Egypt's ratings also reflect the following key 
rating drivers: 

Relatively weak governance together with 
security and political risks continue to weigh on 
the rating. Egypt scores below the 'B' median on 
the composite World Bank governance indicator. 

The potential for political instability remains a 
risk, in Fitch's view, given the economic 
adjustment programme and ongoing structural 
problems including high youth unemployment 
and deficiencies in governance, as well as 
intermittent security issues, which have 

previously harmed tourism. The government has 

sought to mitigate the risk of discontent by 
bolstering social safety nets (including cash 
transfer schemes), maintaining food subsidies 
and boosting electricity provision, while the 
space for political opposition and freedom of 
expression is restricted, in Fitch's view. 

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

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

as follows: 
• Macro: +1 notch, to reflect material 
improvements in macroeconomic stability (in 
particular disinflation), driven by improvements 

in both the fiscal and monetary policy 
frameworks, which are not yet fully captured in 
the SRM. 
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, individually or 
collectively, could lead to an upgrade are: 
• Significant improvement across 
structural factors, such as governance 
standards, the business environment and 
income per capita. 

• Sustained progress on fiscal 
consolidation leading to further large reduction 
in government debt/GDP. 
The main factors that, individually or 
collectively, could lead to negative rating action 
are: 

• Failure to narrow the fiscal deficit and 
put government debt/GDP on a downward path. 
• Reversal of fiscal and/or monetary 
reforms, for example in the face of social unrest. 

• Renewed downward pressure on 
international reserves due to strains on the 
balance of payments. 

KEY ASSUMPTIONS 
The political environment is assumed to be 
relatively stable, although underlying political 
and social tensions will remain. 
Fitch forecasts Brent crude to average USD65/b 
in 2019 and USD62.5/b in 2020. 
The full list of rating actions is as follows: 

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

Country Ceiling upgraded to 'B+' from 'B' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds upgraded to 'B+' from 'B' 
Issue ratings on long-term senior unsecured 
local-currency bonds upgraded to 'B+' from 'B' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@thefitchgroup.com. 

Additional information is available on 
www.fitchratings.com 

 
 

Egypt targets debt-to-GDP of 89 pct  

21-Mar-2019  
CAIRO, March 21 (Reuters) - Egypt is targeting 

a debt-to-GDP ratio of 89 percent in the 2019-
2020 financial year, the presidency said in a 
statement on Thursday. 

The 2019-2020 draft budget targets 6 percent 
GDP growth, the statement said. Finance 
Minister Mohamed Maait said on Tuesday that 
Egypt is targeting GDP growth of 6.1 percent.  
The government targets cutting its budget deficit 
from 8.3 percent to 7.2 percent, the statement 
said. A preliminary finance ministry budget draft 

released in November had set the budget deficit 
target at 7 percent. 
The draft budget aims to create 800,000 to 
900,000 new work opportunities "through 
supporting the industrial and export sectors," 
the statement said. 

 
(Reporting by Yousef Saba; Editing by Toby Chopra) 
(( Yousef.Saba@thomsonreuters.com ; 
+201222184730) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ethiopia 

Moody's Says Ethiopia's GDP Growth 

Expected To Remain At Around 8% 

Over Next Few Years  

18-Mar-2019  
March 18 (Reuters) - Moody’s: 
Moody's says Ethiopia's credit profile 

supported by strong growth and investment; 
challenges include external vulnerabilities. 

Moody's says Ethiopia's GDP growth expected to 
remain at around 8% over the next few years. 
Moody's says Ethiopia's credit challenges include 
geopolitical risk, continued social unrest, 
vulnerability to weather cycles, volatility in 

coffee & gold prices. 
Moody's says interruptions in key infrastructure 
projects, substantial fall in donor support/foreign 
direct investment would be negative for 
Ethiopia. 
Moody's - structural reduction of external 
vulnerabilities, cessation of domestic, regional 

geopolitical tensions could be positive for 
Ethiopia's credit profile. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ghana 

Fitch Affirms Ghana at 'B'; Outlook 

Stable  

18-Mar-2019  
Fitch Ratings-Hong Kong/London-March 18: 
Fitch Ratings has affirmed Ghana's Long-Term 

mailto:Publicdebtnet.dt@tesoro.it
http://www.fitchratings.com/
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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 
Ghana's rating reflects strong medium-term 
growth potential and strong governance 
indicators relative to peers, balanced against 
worsening external liquidity, a weak banking 
sector and high debt levels. 

Fitch estimates Ghana's 2018 fiscal deficit at 

7.1% of GDP on a cash basis, which includes the 
cost of GHS9.8billion (3.3% of GDP) in bank 
recapitalisation costs. The total cash deficit 
exceeded the deficit target of 6.8% of GDP to 
which Ghana agreed in the April 2018 review of 
its IMF Extended Credit Facility (ECF), but this 

was due to larger-than-expected support to the 
banking sector. Excluding the cost of the bank 
bailout, the cash deficit was 3.8% of GDP, in line 
with the deficit target of the 2018 budget, 

compared with 8.5% in 2016 (including 1.2% of 
GDP in accrued domestic payment arrears). The 
prospect of improving public finances 

contributed to the stabilisation of the rating in 
2017. 
The fiscal adjustment has been substantial, 
but has relied heavily on cutting capital 
expenditure to compensate for revenue 
growth falling behind expectations. Ghana has 
been unable to significantly raise domestic 
revenue through tax administration reforms 

and adjustments. Moreover, the country's 

record of sizeable fiscal slippages in the election 
years 2012 and 2016 implies there are downside 
risks ahead of the 2020 general election. The 
expiration of the ECF in April compounds risks to 
the fiscal outlook. 
Fitch forecasts the fiscal deficit on a cash 
basis to narrow to 4.8% of GDP in 2019, 
compared to the government's target of 

4.2%. Fitch notes that the government has 
implemented a series of adjustments to public 
finance management, including a New Public 
Financial Management Act in 2016, the clearance 
of a large stock of energy sector SOE debts in 
2017 and the Fiscal Responsibility Act in 2018. 
The latter prohibits the government from 

submitting a budget to parliament in which the 
deficit target exceeds 5% of GDP and directs 
parliament to monitor budget execution 
throughout the year. However, past episodes of 
fiscal slippage have often been caused by 
overspending that was not captured until after 
the fiscal year. In Fitch's view, the new fiscal 

rules will need to establish a track record before 

they can be considered a significant check on 
the government's ability to overshoot its deficit 
target. 
Fitch has lowered its estimate for the 2018 
general government debt/GDP by 7pp, 
reflecting the 20% upward revision of 
nominal GDP due to the rebasing of national 

accounts in September 2018. However, general 
government debt including debt from the Energy 
Sector Levy Act (ESLA) bond increased to 60% 
of revised GDP from 57.4% in 2017. The 

increase was the result of the issuance of 

GHS9.6 billion (3.2% of GDP) in long-term 
government debt to fund the recapitalisation of 
the banking sector. Further, debt was 376% of 

revenue as of end-2018, well above the 'B' 
median. Fitch forecasts that government debt 
will fall in 2019, to 58% of GDP, but high debt 
servicing costs and currency depreciation will 

keep debt above 50% of GDP in the medium 
term. 
Debt sustainability is supported by a strong 
medium-term growth outlook, which is driven 
by continued growth in the oil and extractive 

sectors. Fitch forecasts GDP growth to 
accelerate to 6.6% in 2019, following an 
estimated 5.7% growth in 2018, and to remain 

above 6% in subsequent years. Growth in the 
non-extractive sectors has been limited by 
under-execution of the government capital 
expenditure and poor asset quality in the 
banking sector. However, the expected fiscal 

expansion and a recovery in loan growth will 

both contribute to stronger non-oil growth in 
2019 and 2020. 
Ghana's external position has improved, but 
external liquidity remains a weakness relative 

to peers. Higher oil and gold exports have 
widened Ghana's trade surplus, which has 
helped to narrow the current account deficit to 
an estimated 3.2% of GDP in 2018, substantially 

narrower than the 8.5% average over the years 
2007 to 2016. Fitch expects the current account 
to remain broadly stable as higher oil exports 
will be accompanied by higher service debits and 
higher income payments. Our forecast for the 
2019 current account deficit is 3.4% of GDP. 
The Ghanaian cedi has experienced recent 

downward pressure, falling by 9% so far in 
2019, which is largely the result of higher 

financial outflows from non-resident holders of 
domestic government debt. The level of non-
resident holdings of domestic government debt 
increased to 39% in April 2018 from 21% in 

April 2016, due to high interest rates and 
improving public finances. However, the ratio fell 
to 31% by October and the combination of 
reduced foreign participation in debt auctions 
and a higher level of coupon payment 
repatriations increased the demand for US 
dollars. 
Pressure on the cedi has led the central bank 
to increase dollar sales to the foreign-
exchange market, which has lowered gross 
international reserves to an estimated USD4.9 
billion as of end-2018 (2.1 months of current 
external payments) from USD5.5 billion at 

end-2017. Further net international reserves 
have fallen by about USD800 million since the 
receipt of Eurobond proceeds in May 2018. 

Ghana's external liquidity ratio has fallen to 
63%, which is well below the 'B' median. Fitch 
forecasts reserves to increase through 1H19 as 
expected external financing flows and cocoa 
export receipts materialise, but low liquid 
liquidity will remain a concern through 2019. 
Ghana's banking sector remains a weakness to 

the sovereign ratings, although the banking 
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sector bailout has lowered the risk of future 

contingent liabilities to the sovereign. Following 
the Bank of Ghana's move to raise the capital 
requirement in 2018, the number of banks 

declined to 23 from 35 in 2018. Fitch expects 
that the remaining, better-capitalised banks will 
facilitate the recovery of private-sector credit 
provision, which contracted by 8% in real terms 

in 2018. However, asset quality remains a 
constraint. Non-performing loans (NPLs) 

peaked at 23.4% of total loans in April 2018 
before falling to 20.1% in November 2018. 
Fitch believes that NPLs will continue to fall, but 
slowly, reflecting the outsized share of NPLs that 
are in the energy sector and likely awaiting 

repayment under the ESLA framework. 
The ratings are supported by World Bank 
governance indicators and business environment 
indicators that are stronger than the 'B' median, 
but constrained by low human development 
indicators and high dependence on commodity 

exports. 

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

IDR by applying its QO, relative to rated peers, 
as follows: 
• Public Finances: -1 notch, to reflect fiscal 
rigidities, high debt burden relative to revenue 
and downside risk from a record of fiscal 
slippage around elections. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 

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

assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that could lead to positive 
rating action are: 
• Greater confidence in the government's 

ability to consolidate the public finances during 
an electoral cycle. 
• An improvement in Ghana's external 
liquidity, such as an increase in international 
reserves. 
The main factors that, individually or 

collectively, could trigger negative rating action 

are: 
• Reversal of fiscal consolidation that 
results in a failure to reduce government 
debt/GDP. 
• Emergence of external financing 
pressures. 

• An increase in macroeconomic 
instability. 
KEY ASSUMPTIONS 
Fitch's forecasts are for Brent crude to average 

USD65 a barrel in 2019 and USD62.5/bbl in 

2020, based on the Global Economic Update 
published in September 2018. 
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' 
Issue ratings on long-term senior-unsecured 
local-currency bonds affirmed at 'B' 

Issue ratings on short-term senior-unsecured 
local-currency bonds affirmed at 'B' 
Issue rating on Ghana's USD1 billion partially 
guaranteed note affirmed at 'BB-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
©Thomson Reuters 2019. All rights reserved. 
 
 

Ivory Coast 

Ivory Coast shelves plans to issue 

Eurobonds in 2019  

21-Mar-2019  
ABIDJAN, March 21 (Reuters) - Ivory Coast has 

shelved plans to issue Eurobonds in 2019 
owing to market conditions, the country's 
prime minister said on Thursday. 

"After analysing market conditions, we have 

decided not to issue Eurobonds," Prime Minister 

Amadou Gon Coulibaly said. 
 
(Reporting by Loucoumane Coulibaly; Writing by 
Juliette Jabkhiro; Editing by Raissa Kasolowsky) 
(( Juliette.Jabkhiro@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kenya 

Kenya dollar bonds reach 10-month 

high as rally resumes  

18-Mar-2019  
LONDON, March 18 (Reuters) - Kenya long-

dated dollar bonds hit 10-month highs on 

Monday, extending a rally triggered last week 
when the country's high court ruled 
regulations capping the interest rates that 
banks can charge customers were 
"unconstitutional". 

Tradeweb data showed the country's 2048 dollar 
bond climbed 0.9 cents to reach its highest since 
last May, while the medium-term 2024 maturing 
bond rose as much as a full cent to test its May 

highs. 
On Monday, the Consumers Federation of Kenya 
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filed an appeal to the Court of Appeal in Nairobi 

challenging last week's high court ruling to 
declare the rate caps null and void. An appeal 
date is yet to be set.  

 
(Reporting by Marc Jones, additional reporting by 
Humphrey Malalo in Nairobi; editing by Josephine 
Mason.) 
(( 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 2019. 
 
 

Nigeria 

Nigeria aims to cut joint venture oil 

stake to 40 pct this year  

20-Mar-2019  
ABUJA, March 20 (Reuters) - Nigeria plans to 

cut its stake in joint venture oil assets with 
multinational oil companies to 40 percent this 
year, its budget minister said in a statement. 

The government has considered reducing its 
majority stakes in these joint ventures for more 
than a decade. Oil companies including Royal 

Dutch Shell RDSa.L, Chevron CVX.N and 
ExxonMobil XOM.N, operate in Nigeria through 
joint ventures with the state-owned NNPC.  
 
(Reporting by Camillus Eboh; Writing by Chijioke 
Ohuocha and Emelia Sithole-Matarise) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Sudan 

Crisis-struck Sudan signs deals for 

$300 million with Arab funds  

16-Mar-2019  

CAIRO, March 16 (Reuters) - Sudan has signed 

deals for loans worth $300 million with 
regional Arab funds, authorities said on 
Saturday, as the government struggles to 
cope with an economic crisis and nearly three 
months of street protests. 
The finance ministry agreed a $230 million loan 
with the Abu Dhabi-based Arab Monetary Fund 

to support the balance of payments, the ministry 
said in a statement.  
A deal for a second loan worth $70 million was 

signed with the Arab Trade Financing Program, 
whose shareholders include the Arab Monetary 
Fund and which is also based in Abu Dhabi, 
according to a statement from Sudan's 

presidency. 
The deals were signed as President Omar al-
Bashir and other officials including the central 
bank governor met Arab Monetary Fund Director 
General Abdulrahman Al Hamidy in the capital, 
Khartoum. 
A worsening economic crisis in Sudan triggered 

frequent demonstrations across the country 

since Dec. 19 in which protesters have called for 
an end to Bashir's three-decade rule. 
The government has expanded the money 

supply, pushing inflation to more than 70 
percent before the end of last year before it 
slowed to under 50 percent in January and 
February, according to official figures. 

Diplomats say the government has struggled to 
raise new funds from abroad as it tries to keep 
the economy afloat.  
 
(Reporting by Khalid Abdelaziz, Writing by Aidan 
Lewis, Editing by William Maclean) 
(( Aidan.Lewis@tr.com ; +20-1001174410; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Zimbabwe 

Zimbabwe seeks to raise $350 million 

selling shares in state firms  

19-Mar-2019  
HARARE, March 19 (Reuters) - Zimbabwe 

expects to raise $350 million from selling 
shares in five state-owned 
telecommunications companies and a bank, as 
part of economic reforms being pursued by 
the government, Finance Minister Mthuli 
Ncube said on Tuesday. 

The southern African nation's economy is 
experiencing a severe dollar crunch and faces 

more headwinds from a drought that has wilted 
crops and left up to 5.3 million people in need of 
food aid, according to a U.N. humanitarian 
agency. 
Ncube said the government would dispose of 
shares in its two mobile phone operators NetOne 

and Telecel Zimbabwe, the country's sole fixed 
line telephony company TelOne, postal services 
Zimpost and state-owned savings bank POSB. 
"Work is already under way to identify 
transaction advisers. (The) government projects 
to realise over $350 million from this initial 
process," Ncube said in a statement. 

He later told a post-cabinet briefing that NetOne 
and TelOne would be sold as one entity by 
September and the government would retain at 
least 40 percent holding. 
The Zimbabwean unit of Price Waterhouse 
Coopers has been chosen as transaction advisers 
for TelOne and the government also wants the 

company to advise on NetOne, Ncube said. 
He said that South African telecoms giants MTN, 
which has previously expressed interest in 

NetOne, and Telkom are some of the companies 
that would be approached to bid for shares. 
"If these entities are still interested, and we will 

approach them and let them know by the way, 
and then they have a much bigger asset to 
compete for. But there will be other suitors that 
we will invite," Ncube told reporters. 
TelOne, with over half a million subscribers, is 
saddled with debts of $380 million and incurred 
a loss of $11.8 million last year, while NetOne, 

which has 5 million subscribers, swung to a $10 
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million profit in 2018.  

Ncube had said in October that selling state 
firms, known locally as parastatals, was one of 
the ways to cut government spending.  
The Harare government has targeted selling 
some or all shares in 43 of its companies, 
most of which are loss-making and have 
relied on state bailouts over the years. 

Rebuilding the troubled economy is the biggest 

challenge confronting President Emmerson 
Mnangagwa, who was re-elected in a disputed 
vote last July and is seeking to pivot away from 
some of the disastrous policies of predecessor 
Robert Mugabe. 
 
(Reporting by MacDonald Dzirutwe 
Editing by Mark Heinrich) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 

)) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

Fitch Says Sharp Deterioration In 

Growth Outlook But No Global 

Recession  

20-Mar-2019  

March 20 (Reuters) - Fitch: 
Fitch says sharp deterioration in growth 
outlook but no global recession. 

Fitch says Eurozone (EZ) growth outlook has 
weakened particularly sharply. 
Fitch says evidence of a slowdown in china has 
become much clearer and activity in other 

emerging markets has decelerated. 

Fitch says weaker emerging markets domestic 
demand has been a key contributor to global 
trade slowdown. 
Fitch says reduced global growth forecasts for 
2019 and 2020 to 2.8% from 3.1% and 2.8% 
from 2.9%, respectively. 

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