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ASIA 
  

Emerging East Asia bond market 

growth steady amid global slowdown  

20-Nov-2019  
Manila [Philippines], Nov 20 (ANI): Emerging 

east Asia's local currency bond market posted 
steady growth during the third quarter of 
2019 despite persistent trade uncertainties 
and a global economic downturn, according to 
the latest issue of the Asian Development 
Bank's (ADB) Asia Bond Monitor released on 

Wednesday. 

Manila [Philippines], Nov 20 (ANI): Emerging 
east Asia's local currency bond market posted 
steady growth during the third quarter of 2019 
despite persistent trade uncertainties and a 
global economic downturn, according to the 

latest issue of the Asian Development Bank's 

(ADB) Asia Bond Monitor released on 
Wednesday. 

"The ongoing trade dispute between China and 
the United States and a sharper-than-expected 
economic slowdown in advanced economies and 
China continue to pose the biggest downside 
risks to the region's financial stability," said ADB 
Chief Economist Yasuyuki Sawada. 
"However, monetary policy easing in several 

advanced economies is helping to keep financial 
conditions stable." 
Emerging East Asia comprises China, Hong 
Kong, Indonesia, South Korea, Malaysia, the 
Philippines, Singapore, Thailand, and Vietnam. 

Local currency bonds outstanding in emerging 
East Asia reached 15.2 trillion dollars at the end 

of September. This was 3.1 per cent higher than 
at the end of June. 
Local currency government bonds outstanding 
totalled 9.4 trillion dollars, accounting for 61.8 
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per cent of the total, while the stock of corporate 

bonds was 5.8 trillion dollars. A total of 1.5 

trillion dollars in local currency bonds were 
issued in the third quarter, up 0.9 per cent 
versus the previous three months. 
China remained emerging East Asia's largest 
bond market at 11.5 trillion dollars, 
accounting for 75.4 per cent of emerging East 
Asia's outstanding bonds. Indonesia had the 

fastest-growing local currency bond market in 
the region during the third quarter, boosted 
by large issuance of treasury bills and bonds. 

A special theme chapter examines the 
relationship between bond market development 
and the risk-taking behaviour of banks. The 
analysis finds that well-developed bond markets 
reduce the overall risk of banks and improve 

their liquidity positions. This suggests bond 
market development can contribute to the 
soundness of the banking system. 
An annual liquidity survey in the report shows 
increased liquidity and trading volumes in most 
regional local currency bond markets in 2019 
versus 2018. It also highlights the need for a 

well-functioning hedging mechanism and 
diversified investor base for both government 
and corporate bonds. 
 
(ANI) 
Copyright © 2019 aninews.in All rights reserved. 
Provided by SyndiGate Media Inc. (Syndigate.info). 
Copyright (c) 2019 SyndiGate. All Rights Reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Armenia 

Fitch Upgrades Armenia to 'BB-'; 

Outlook Stable  

22-Nov-2019  

Fitch Ratings-London-November 22: 
Fitch Ratings has upgraded Armenia's Long-
Term Foreign-Currency (LTFC) Issuer Default 
Rating (IDR) to 'BB-' from 'B+'. The Outlook is 
Stable. 

Key Rating Drivers 

The upgrade of Armenia's IDRs reflects the 
following key rating drivers and their relative 

weights: 
High 
Armenia's institutions have facilitated a peaceful 
and orderly political transition and could 
strengthen further through structural reforms. 
The majority government under Prime Minister 
Nikol Pashynian has demonstrated its 

commitment towards a stable macroeconomic 
policy agenda and to the implementation of 
structural reforms, including the fight against 
corruption and monopolies and enhanced 
institutions and governance. Armenia's 
composite World Bank governance indicator 

improved substantially in 2018 to a 46% 
ranking, from 42.2% in 2017, reflecting a 
marked improvement in the 'Control of 
Corruption' (to 42.8% from 32.7%), 'Political 
Stability', 'Government Effectiveness', and 'Voice 

and Accountability' sub-indicators. 

In spite of external volatility, domestic political 

shocks, and a period of rapid growth, Armenia 
has preserved macroeconomic and financial 
stability with inflation (3.8% in October) 
remaining below the Central Bank of Armenia 
(CBA) target of 4%, versus 3.4% for the current 
'BB' median, due partly to the contractionary 

impact of public demand in 1H19 and a stable 
exchange rate. The CBA cut its refinancing rate 
by a cumulative 50bp in 2019 to 5.5%, after 
keeping rates stable since February 2017. Fitch 
expects inflation to pick up to 2.5% in 2020 and 
3.3% in 2021, from 1.7% in 2019, supported by 

a more expansionary monetary policy. 
Fitch has greater confidence in the government's 
commitment to put debt on a downward 
trajectory, as reflected by the adoption of a 
revised fiscal rule in 2018 aimed at bringing 
central government debt to below 50% of 

GDP by 2023. We forecast gross general 
government debt (GGGD) to decrease to 51.2% 
of GDP in 2019, and 48.4% in 2021, from a 

peak of 58.9% in 2017, supported by a prudent 
fiscal policy and low effective interest rates. 
Debt is exposed to exchange rate risk with 82% 
of government debt being foreign currency-
denominated, versus a 'BB' median of 55.6%. 
Medium 
Fitch expects fiscal policy to remain prudent in 

line with the principles underpinning the updated 
fiscal rule. The fiscal deficit is on track to be 

better than budgeted at a projected 1% of GDP 
in 2019, versus 2.2% in the 2019 State Budget 
and well below the current 'BB' median of 3%. 
Improved tax efficiency and strong nominal 

economic growth will lift revenues by a forecast 
1pp to 24.1% of GDP, while capex under-
execution will contain expenditure growth. 
The fiscal deficit will likely widen to 2.2% in 
2020 and 2.1% in 2021 as the Medium-Term 
Expenditure Framework entails a 2.2% of GDP 
increase in capex (to 5% of GDP), in line with 
the objective of shifting the structure of 
spending towards a more growth-friendly 

composition. The tax reform adopted in June 
2019 provides for the introduction of flat income 

tax rates and lower corporate tax. Revenue 
measures, including an increase in excise taxes 
and gambling and financial sector licence fees 
and removal of tax exemptions will compensate 
for the estimated impact of about 1% of GDP 

annual revenue losses in the near-term. 
Higher-than-expected GDP growth over 9M19, at 
7.1% yoy driven by robust credit-led private 
consumption and dynamic private investment in 
the construction sector, led us to revise upwards 
our forecast for 2019 to 6.5% (from 4.6% 
previously), versus a five-year average of 4.5% 

and a 'BB' median of 3%. Fitch forecasts growth 
to decelerate thereafter, as decreasing 

remittances inflows weigh on private spending. 
Robust service and industry sectors, recovery in 
mining supported by the re-opening of the 
Teghut copper mine, and pick-up in public 

investment will still support growth at an 
average of 4.7% in 2020-2021. The possible 

mailto:Publicdebtnet.dt@tesoro.it
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resumption of the foreign-owned Almusar gold 

mine exploitation provides upside to our 

forecast. 
Armenia's 'BB-' IDRs also reflect the following 
key rating drivers: 
Armenia's income per capita is weaker than 
similarly rated peers', and the country faces 
tense relations with some neighbouring 

countries. Borders are closed with two 

neighbours and a long-standing conflict with 
Azerbaijan over Nagorno-Karabakh has the 
potential to escalate. Reliance on Russia is high 
for security, energy, trade, foreign direct 
investments (FDI) and remittances, while Russia 
provides 83% of Armenia's natural gas imports 
at a 30% discount rate, and an increase in gas 

tariffs is possible after the expiry of the gas price 

agreement with Armenia in December 2019. 
External vulnerabilities remain a key rating 
weakness, with a structurally large current 
account deficit, not fully financed by FDI, and 

high external indebtedness. Fitch forecasts the 
deficit to narrow to 7.8% of GDP in 2019 (9.4% 
in 2018), supported by a pick-up in mining 

exports, and dynamic tourism, agriculture and 
manufacturing sectors. Statistical discrepancies 
and re-exports currently captured in net errors 
and omissions accounted for 3% of GDP in 2018. 
FDI is low, forecast at 2% of GDP in 2019, and 
financing 26% of the current account deficit, the 

remainder being filled by debt-creating flows. 
Net external debt accounts for a forecast 49% of 

GDP in 2019, almost three times the current 'BB' 
median. 
External liquidity is weaker than peers', with the 
international liquidity ratio projected at 102.5% 
at end-2019, below the 168% current peer 

median. Yet, international reserves increased to 
USD2.5billion at end-October 2019 (3.6 months 
of current account payments, versus a 'BB' 
median of 4.5 months) from USD2.3billion at 
end-2018, as the CBA purchased foreign 
currencies to curb appreciation pressures on the 
dram. Access to external financing and improved 

exchange-rate flexibility mitigate low external 
liquidity in case of an external shock. 
External financing risks are mitigated by the 

precautionary Stand-By Arrangement of 
USD248million signed with the IMF in May 2019 
and support from official creditors. The 

government issued a 10-year USD500million 
Eurobond in September with a 4.2% yield and 
bought back 80% (USD400million) of the 
Eurobond maturities coming due next year, 
hence removing short-term refinancing risk. 
The banking sector is well-capitalised but 
profitability is low and loan growth remains high, 

at 15.4% yoy at September-end 2019, boosted 
by mortgage loan and consumer lending. This 
partly reflected a decrease in the informal 
economy, higher household real income and 

increased risk appetite from banks given 
pressures on profitability. Asset quality is strong, 
however, with non-performing loans (from one 

day past due, as per the CBA classification) 
accounting for 5% of total loans. Dollarisation is 
still high at 50% of deposits and credit, despite 

the recent introduction of targeted macro-

prudential measures. 

Sovereign Rating Model (SRM) and 
Qualitative Overlay (QO) 
Fitch's proprietary SRM assigns Armenia a score 
equivalent to a rating of 'BB-' on the LTFC IDR 
scale. 
Fitch's sovereign rating committee did not adjust 

the output from the SRM to arrive at the final 
LTFC IDR. 
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 LTFC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 

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

The main factors that could, individually or 
collectively, lead to a positive rating action are: 
• A sustained improvement in external 
indicators, for example lower net external debt, 
a narrower current account deficit or improved 
FDI inflows; 
• Longer track record of government debt-

to-GDP ratio on a downward trajectory; and 
• Further improvement of structural 
indicators such as governance standards, 
leading to convergence towards the 'BB' peer 

median. 
The main factors that could, individually or 

collectively, lead to a negative rating action are: 
• Increased external vulnerabilities, 
potentially stemming from sustained large 
current account deficits or decrease in 
international reserves; and 
• Fiscal slippage leading to a failure to put 
government debt/GDP on a downward trajectory 

over the medium term. 
Key Assumptions 
Fitch assumes that Armenia will continue to 
experience broad social and political stability and 
that there will be no prolonged escalation in the 

conflict with Azerbaijan over Nagorno-Karabakh 
to a level that would affect economic and 

financial stability. 
Fitch assumes that the Russian economy will 
grow 1.2% in 2019, 1.9% in 2020 and 1.9% in 
2021. 
ESG Considerations 
Armenia has an ESG Relevance Score of 5 for 

Political Stability and Rights as World Bank 
Governance Indicators have the highest weight 
in Fitch's SRM and are highly relevant to the 
rating and a key rating driver with a high 
weight. 
Armenia has an ESG Relevance Score of 5 for 
Rule of Law, Institutional Regulatory Quality and 

Control of Corruption as World Bank Governance 
Indicators have the highest weight in Fitch's 
SRM and are therefore highly relevant to the 
rating and are a key rating driver with a high 
weight. 

mailto:Publicdebtnet.dt@tesoro.it
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Armenia has an ESG Relevance Score of 4 for 

Human Rights and Political Freedoms as strong 

social stability and voice and accountability are 
reflected in the World Bank Governance 
Indicators that have the highest weight in the 
SRM. They are relevant to the rating and a 
rating driver. 
Armenia has an ESG Relevance Score of 4 for 

Creditor Rights as willingness to service and 
repay debt is relevant to the rating and is a 
rating driver for Armenia, as for all sovereigns. 
Armenia; Long Term Issuer Default Rating; 
Upgrade; BB-; RO:Sta; Short Term Issuer 
Default Rating; Affirmed; B; Local Currency Long 

Term Issuer Default Rating; Upgrade; BB-; 
RO:Sta; Local Currency Short Term Issuer 
Default Rating; Affirmed; B; Country Ceiling; 

Upgrade; BB; senior unsecured; Long Term 
Rating; Upgrade; BB- 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 

Copyright © 2019 by Fitch Ratings, Inc 
©Thomson Reuters 2019. All rights reserved. 
 
 

China 

China cuts short-term funding rate for 

first time since 2015  

18-Nov-2019  

• Reverse repo rate cut follows MLF rate 
cut 2 weeks ago 
• PBOC takes cautious pro-growth move 
amid high CPI - analysts 
• Analysts say LPR likely to be cut on 
Wed 
• Analysts expect further monetary 
easing 

By Winni Zhou and Andrew Galbraith 

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

bank unexpectedly trimmed a closely watched 
lending rate on Monday, the first such cut in 
more than four years and a signal to markets 
that policymakers are ready to act to prop up 
slowing growth. 

The People's Bank of China (PBOC) said on its 
website that it was lowering the seven-day 

reverse repurchase rate to 2.50% from 2.55%. 
The move cheered China's bond market and 
comes just two weeks after the PBOC cut the 
borrowing cost on its medium-term lending 
facility (MLF), used by banks for longer-dated 
funding needs, by the same margin. 
Both cuts raise the likelihood that the PBOC will 

trim its new benchmark loan prime rate (LPR), 
off of which many lenders base their mortgage 
rates, this week in a bid to free up funds to 

credit-starved parts of the economy. 
Analysts say the unexpected cut on Monday also 
shows the central bank is keen to ease investor 
worries that higher retail inflation would prevent 

it from delivering fresh stimulus. 
Zhou Hao, economist at Commerzbank in 

Singapore said the reverse repo rate cut 

indicates a policy change in coming months, 

including "some fine-tuning to prioritise the pro-
growth policy for the time being." 
Growth in the world's second-largest economy 
has eased to its slowest in nearly three 
decades and recent data such as credit growth 
and industrial output have continued to show 
a cooling economy. 

Driven by soaring pork prices due to the spread 

of African Swine Fever, China's consumer 
inflation rose past the government's target of 
around 3% in October to its fastest pace in 
almost eight years. 
That had raised some concerns the PBOC may 
be constrained in its efforts to ease policy. In a 
report released Saturday, the PBOC said it would 

maintain prudent monetary policy to prevent 
inflation from spreading. 
However, market participants believe the two 
recent market rate cuts suggest a similar 
adjustment in the LPR this week. 
Yan Se, chief economist at Founder Securities in 

Beijing, said the reverse repo rate cut showed 
authorities were open to using open market 
operations, typically used to meet the financial 
system's daily funding needs, to stimulate longer 
term growth in the real economy. 
"Commercial banks comprehensively evaluate 
financing costs to decide the LPR, so lowering 

reverse repo rates could maintain monetary 
policy stability," Yan said. 

"Against the backdrop of such a situation, a five 
basis point reduction in LPR is a high probability 
event." A cut to banks' reserve requirement ratio 
(RRR) is also possible, he added. 
Similarly, Commerzbank's Zhou expects a 

targeted RRR cut before the end of this year.  
The PBOC announce its monthly LPR fixing on 
Wednesday. The rate on the one-year fixing now 
stands at 4.2% while the five-year is at 4.85%. 
Monday's repo rate cut bolstered the bond 
market, with China's benchmark 10-year 

treasury futures for December delivery gaining 
more than 0.4% in the morning session. 
Julian Evans-Pritchard, senior China economist 
at Capital Economics, said Monday's reverse 

repo rate cut is a step to lowering marginal 
funding costs for banks, which rely heavily on 
repos as a source of short-term liquidity. 

"With economic growth still slowing and unlikely 
to bottom out in the near-term, we think the 
PBOC will take further steps to shore up lending, 
which has weakened recently," he said in a note, 
anticipating another 70-basis-point cut to the 
seven-day reverse repo rate by the middle of 
next year.  

The PBOC had skipped reverse repo operations 
for 15 straight trading days before its injection 
of 180 billion yuan ($25.74 billion) into the 
interbank market on Monday.  

 
($1 = 6.9941 Chinese yuan) 
(Editing by Muralikumar Anantharaman and Sam 
Holmes) 
((winni.zhou@thomsonreuters.com; +86 21 2083 
0100; Reuters Messaging: 
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winni.zhou.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

China allows Austrian treasury to issue 

'panda bonds'  

19-Nov-2019  
The Austrian Treasury, the federal debt 

management agency, may take out new loans 
in Chinese currency as of now. This has never 
been the case before. Yet when exactly the 
bonds will hit the market is uncertain. 

It was close to a sensation: the Austrian 
Treasury (OeBFA) in charge of the republic's 
debt management and the Industrial and 
Commercial Bank of China signed a kind of 
preliminary agreement, it was announced in 

April. The subject-matter of the agreement was 
Austria borrowing money in Chinese currency. 
Since then, the Austrian Republic has been 
waiting for the approval of what has been called 
the Panda Bond Programme from the authorities 
of the People's Republic of China. They 

eventually gave the green light on 10 October, 
as the OeBFA confirmed when talking to Die 
Presse. "This makes Austria the country with the 
highest credit rating worldwide that is authorised 
to issue bonds under Chinese law and in Chinese 
currency," OeBFA spokesman Christian 
Schreckeis said. Austria has now two years to 

place the bonds. 

The program's maximum issue size is 7 billion 
renminbi or, converted, approximately 900 
million euros. For its first bond, the OeBFA may 
engage in financing transactions in China to the 
tune of 2.5 billion renminbi maximum, which is 
equivalent to approximately 320 million euros. 

When exactly the first panda bond will be put on 
the market is uncertain, however. "At the 
moment, there are no immediate plans," 
Schreckeis said. "A potential issue will 
exclusively be secured in foreign currencies and 
subject to market conditions." 
Financing costs in the euro area are currently 
very low, especially for countries with a high 
credit standing, one of which is Austria. 

China's 10-year government bonds generate 
returns of more than 3 percent (in local 
currency). The difference is significant. "An 
issuance in foreign currencies will only take 
place when, less costs to hedge the foreign 

currency risk, it appears to make economic 
sense," Schreckeis went on to say. 
The issuance would be a first for Austria, since 
the country has never before resorted to making 
refinancing arrangements in Chinese currency. 
International financial transactions are nothing 
unusual for Austria, but they are predominantly 

handled in US dollars. All in all, the 
government's foreign currency liabilities 
amounted to approximately 3.8 billion euros, or 

1.9 percent of its financial debts, in late October. 
The central bank, however, holds foreign 
currency reserves in yuan. 
The benefits of panda bonds are obvious for 

Austria; the argument is to "broaden the base 

of investors" by including Chinese investors. 
According to Schreckeis, mainland China 

investors often do not have an opportunity to 
invest in euro-denominated government 
bonds under Austrian law. 

China has enormously increased in significance 
in the financial market. Meanwhile, the People's 
Republic's bond market is among the biggest in 
the world, albeit dominated by the United 
States. Yet the number of foreign investors in 

China is currently modest. Over the past few 
years, the country has taken steps to open the 
market. 
Panda bonds were approved for the first time 

in 2005. In 2014, Daimler caused a sensation 
when the carmaker was the first foreign 
company to issue a renminbi bond. Poland and 

Hungary placed panda bonds in the market in 
2016 and 2018. Portugal followed this spring - 
the first country of the euro zone to do so. The 
bond was well received; it was oversubscribed 
several times. 
 
Copyright © 2019 BBC Monitoring Service 
©Thomson Reuters 2019. All rights reserved.  

 
 

Fitch Affirms China at 'A+'; Outlook 

Stable  

20-Nov-2019  
Fitch Ratings has affirmed China's Long-Term 

Foreign-Currency Issuer Default Rating (IDR) 
at 'A+' with a Stable Outlook. 

Key Rating Drivers 
China's ratings are supported by the country's 
robust external finances, strong 
macroeconomic performance, and size as the 
world's second-largest economy. The ratings 
are primarily constrained by large structural 
vulnerabilities in the financial sector, 
relatively low per capita income, and weaker 

governance metrics than those of 'A' rated 
peers. 

Macroeconomic policy has pivoted towards 
easing since mid-2018 to cushion the effects of 
a protracted trade war with the US, and the 
fallout of a prior financial deleveraging 

campaign. Thus far, Fitch believes the balance of 
easing measures remains consistent with China's 

'A+'/Stable sovereign rating, given the 
government's restrained use of credit stimulus in 
favour of more transparent, on-budget fiscal 
policy. A reversion to the type of credit-led 
stimulus that would exacerbate China's medium-
term financial vulnerabilities nevertheless 
remains a downside risk to the sovereign rating, 

given Fitch's expectations for growth to continue 
decelerating through 2020. 
Real GDP growth moderated to 6.2% yoy 
during the first nine months of 2019, a 
marked slowdown from 6.6% in 2018, but still 

well above the 'A' rated median. An adverse 

external environment induced by the US-China 
trade war has magnified a domestic slowdown 

previously linked to the authorities' financial de-
risking campaign, and precipitated lacklustre 
export performance and a sharp contraction in 
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import demand. This has, in turn, had 

reverberations across domestic activity, with 

retail sales, manufacturing investment, and 
industrial production all softening throughout 
much of 2019. The spillover to the labour 
market has nevertheless been relatively mild, 
with the survey-based urban unemployment 
ratio rising to 5.1% at end-October 2019 from 

4.9% a year prior. 
Fitch forecasts growth will slow to 5.7% in 2020, 
from 6.1% in 2019. Our baseline currently 
assumes implementation of the entire suite of 
announced tariffs by the US Trade 
Representative, including a 15% tariff on about 

USD150 billion of consumer-goods imports from 
China scheduled to take effect in mid-December 
2019. Recent progress towards reaching a US-

China "phase one" trade deal suggests the 
possible postponement or eventual removal of 
some existing tariffs, which could pose an upside 
risk to our growth outlook. Given the continued 

uncertainty, Fitch will defer any revisions to its 
tariff assumptions, and their potential impact on 
the growth outlooks for China and other major 
economies, until after an official public 
announcement, if any, has been released by a 
relevant US government agency. 
Fiscal policy has emerged as the authorities' 

primary policy lever to counteract slowing 

growth. Government figures suggest tax cuts 
totalling CNY3.3 trillion (3.6% of GDP) have 
been implemented since 2018, including a major 

personal income tax reform and two rounds of 
value-added tax rate cuts. In addition, fiscal 
expenditures have grown substantially, 

particularly those targeting local government 
infrastructure projects. Fitch forecasts the 
general government deficit will rise to 6.0% of 
GDP in 2019, up by 3.5pp since end-2017, 
based on our estimate that consolidates more 
budgetary activities than the official headline 
series. We expect the budget deficit to widen 

to 6.3% in 2020, under the assumption that 
further spending increases will be approved 
early next year to neutralise downside growth 
pressures, but then to narrow to 5.5% in 
2021. 

Fitch believes China has some room at its 
existing rating level to accommodate a 
temporary period of elevated fiscal deficits while 
external pressures subside, given our estimate 

that its projected end-2020 general government 
debt-to-GDP ratio of 53% will sit only modestly 
above the current 'A' median of 47%. This view 
is nevertheless predicated on our belief that a 
considerable share of the recent rise in fiscal 
expenditure reflects policy efforts to redirect 

local-government infrastructure spending back 
on-budget through the issuance of local-
government special bonds, activity which had 
previously largely occurred off-budget. Evidence 

of a concurrent resurgence in both on- and 
off-budget fiscal spending would imply a 
simultaneous rise in both explicit and implicit 
government debt ratios, exacerbate the 
government's already considerable contingent 

liability burden, and put downward pressure 

on the sovereign rating. 

The monetary policy response to growth 

pressures has thus far remained relatively 

restrained, which marks a distinct change in 
tactic compared with prior policy-easing periods. 
The People's Bank of China (PBOC) has cut 
banks' reserve requirement ratios by a 
cumulative 400bp since early 2018, issued 

numerous directives to support private-sector 
financing, and in early November, trimmed its 
new de-facto policy rate by 5bp, which should 
eventually translate into a small reduction in 
enterprise financing costs. Nevertheless, 
policymakers still appear keen to avoid another 
major credit stimulus, with Fitch's adjusted 

measure of aggregate financing rising by 10.8% 
yoy at end-October 2019, broadly stable against 

the 12-month trailing average of 11.0%. A sharp 
acceleration in credit growth would introduce 
downside rating pressures, given the 
implications this has for the build-up of medium-
term financial risks. 

Consumer price inflation rose to 3.8% yoy in 
October 2019, a seven-year high, and above the 
PBOC's target of 3.0%. The primary source of 
inflationary pressure relates to supply-side 
disruptions from the ongoing African swine fever 
epidemic, which has decimated China's hog 

population, and precipitated an acute rise in 
pork prices in recent months. Core inflation 
remains contained below 2%, and Fitch 
therefore believes that inflationary pressures are 

unlikely to pose a major constraint on monetary 
policy decisions. The agency expects 
policymakers to continue effecting modest 

declines in the loan prime rate later this year, 
while maintaining the now largely legacy one-
year benchmark lending rate unchanged at 
4.35%. 
External finances are robust relative to 'A' 
rated peers, despite the onset of greater 
volatility in the Chinese yuan, which has 
previously been associated with episodes of 

capital flight. Foreign reserves were USD3.1 
trillion at end-October 2019, broadly in line 
with a year prior, and equivalent to 13.7x 

current external payments. Net capital outflows 

rose to about USD156 billion in 9M19, versus 
net inflows of USD53 billion a year prior, but 
have largely been offset by a higher current 
account surplus, a by-product of this year's 

strong import compression. Fitch forecasts the 
current account surplus will rise to 1.4% of GDP 
in 2019, before resuming a gradual path towards 
zero, in line with the economy's structural 
rebalancing towards consumption. 
The level of interconnectedness and contagion 
risks within China's financial system remains 

high, and banks continue to face capitalisation 
and asset-quality pressures. However, Fitch 
regards tightened financial regulations since 

2017 as having prevented system contagion 
risks from escalating further, and the increased 
occurrence of reported vulnerabilities at smaller 
Chinese banks since early 2019 as a step 

towards improved recognition of asset 
impairment. 
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China's level of income and development 

remains low compared with that of peers, even 

after 40 years of rapid growth since market-
oriented reforms began in 1978. Per capita 
income is roughly USD9, 662, well below the 'A' 
median of USD24, 158. Governance standards 
also lag 'A' peers based on international surveys 
such as the World Bank's Governance Indicators. 

Sovereign Rating Model (SRM) and 
Qualitative Overlay (QO) 
Fitch's proprietary SRM assigns China a score 
equivalent to a rating of 'A+' 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: 

• External Finances: +1 notch, to reflect 
strengths in China's external finances not fully 
captured in SRM, such as its net external 
creditor status and the size of its foreign reserve 

holdings. 
• Structural Features: -1 notch, to reflect 
vulnerabilities in the financial sector, which pose 
a contingent liability risk for the sovereign 
balance sheet. 
RATING SENSITIVITIES 
The main factors that could lead to positive 

action are: 
• A material reduction in financial 
imbalances, for example through a sustained 
deceleration in credit growth. 

• A high degree of confidence that the 
economy's pervasive contingent liabilities are 

unlikely to pose a risk to the sovereign balance 
sheet, for example through tangible evidence 
that implicit government support for state-linked 
companies will no longer be forthcoming. 
• Widespread adoption of the Chinese 
yuan as a reserve currency. 
The main factors that could lead to negative 

action are: 
• A reversion to credit stimulus policies, 
leading to a sharp rise in financial vulnerabilities. 
• Prolonged large fiscal deficits that lead to 
a significant rise in public debt ratios. 

• Sustained capital outflows sufficient to 
erode China's external balance sheet strengths. 

Key Assumptions 
The global economy performs broadly in line 
with Fitch's latest Global Economic Outlook. 
ESG Considerations 
China has an ESG Relevance Score of '4' for 
Human Rights and Political Freedoms, as World 

Bank Governance Indicators have the highest 
weight in the SRM and are relevant to the rating 
and a rating driver. 
China has an ESG Relevance Score of '5' for 
Political Stability and Rights, as World Bank 
Governance Indicators have the highest weight 
in the SRM and are therefore highly relevant to 

the rating and a key rating driver with a high 
weight. 
China has an ESG Relevance Score of '5' for Rule 
of Law, Institutional and Regulatory Quality, and 
Control of Corruption as World Bank Governance 

Indicators have the highest weight in the SRM 

and are therefore highly relevant to the rating 

and a key rating driver with a high weight. 
China has an ESG Relevance Score of '4' for 
Creditor Rights, as willingness and ability to 
service debt are relevant to the rating and a 
rating driver, as for all sovereigns. 
China; Long Term Issuer Default Rating; 

Affirmed; A+; RO:Sta; Short Term Issuer 
Default Rating; Affirmed; F1+; Local Currency 
Long Term Issuer Default Rating; Affirmed; A+; 
RO:Sta; Local Currency Short Term Issuer 
Default Rating; Affirmed; F1+; Country Ceiling; 
Affirmed; A+; senior unsecured; Long Term 

Rating; Affirmed; A+ 
 
Media Relations: Wai Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@thefitchgroup.com; 
Alanis Ko, Hong Kong, Tel: +852 2263 9953, Email: 
alanis.ko@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved.  
 
 

Moody's Says China's Emerging Current 

Account Deficit Poses Risks to Financial 

Stability and Credit Quality  

20-Nov-2019  
Nov 20 (Reuters) - Moody's: 
• Moody's says China's emerging current 
account deficit poses risks to financial 

stability and credit quality 

• Moody's says China will likely move into 
structural current account deficit over the next 
decade, with savings declining more quickly than 
investment 
• Moody's says expect China's current 
account will move into deficit of around 1.5% of 

GDP by 2030 from a surplus of around 10% of 
GDP in 2007 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Hong Kong 

S&P Stands by its Hong Kong Rating 

Despite Turmoil  

22-Nov-2019  
Nov 21 (Reuters) -  
• S&P stands by its Hong Kong rating 
despite turmoil - Bloomberg 

• S&P says HK's advantage of having 
“much better access” to china’s mainland market 
versus other countries to not go away despite 
turmoil - Bloomberg 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
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India 

Fiscal stimulus needed to revive India's 

stuttering economy-  

18-Nov-2019  
By Swati Bhat 
MUMBAI, Nov 18 (Reuters) - India has 

depended on monetary policy to support its 
economy growing at its slowest pace in six 
years but the government must now deploy 
more direct fiscal stimulus or risk a long 
period of stagnation, analysts and experts 
say. 

Growth in Asia's third-largest economy has been 
hit by weak consumer demand and slower 

government spending amid pressures from the 
Sino-U.S. trade war, and more recent economic 
data suggests growth could fall further.  
The central bank has already chopped 135 basis 
points off its key lending rate, but this has failed 

to spur demand. 
In an opinion piece in The Hindu newspaper 
on Monday, former Prime Minister Manmohan 
Singh - the architect of the liberalisation of 
India's economy - wrote the government 
needs to "act quickly to restore consumption 
demand through fiscal policy measures since 
the impact of monetary policy seems muted." 

He warned the economy risks stagflation - high 

inflation combined with stagnant demand and 

high unemployment - if it fails to act.  
Other economists agree. "It's not a question of 
debate, it has now become imperative," said 
Rupa Rege Nitsure, chief economist at L&T 
Financial. "We need to keep aside all other 
considerations and work in the interest of 

growth." 
While the government has announced various 
sector-specific measures and a cut in corporate 
taxes, economists note it has not directly 
addressed the widespread weakness in 
consumption demand - the main economic driver 
in recent years.  

Economists and analysts say it is time to loosen 
the purse strings and let the fiscal deficit climb 

above the targetted 3.3% until the economy is 
back on its feet. 
Subsequently, calls are growing for direct cash 
transfers to the rural economy and even cuts in 

income taxes to boost demand. 
Large fiscal stimulus has in the past lead to a 
spike in inflationary pressures, but 
economists say consumer price inflation has 
stayed within the central bank's mandated 
2%-6% range.  

Annual retail inflation rose to 4.62% last month, 
breaching RBI's medium term target of 4% for 
the first time in 15 months but core inflation fell 

sharply suggesting the rise is likely a blip and 

not broad-based.) 
"If someone is suffering from cancer and doctors 
concentrate on controlling his sugar or other 
ailments, that's wrong. They have to administer 
chemotherapy despite the fact it has many side 
effects," Nitsure said. "We can control the side 

effects, but first we must eradicate the infection 

from the system." 

 
(Editing by Euan Rocha and Jacqueline Wong) 
((swati.bhat@thomsonreuters.com; 
twitter.com/swatibhat22; +91-22-68414381; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

India Bonds Fall on Profit-Taking 

Ahead of Supply Post 3-Day Rise  

21-Nov-2019  
By Dharam Dhutia 
NewsRise 
MUMBAI (Nov 21) -- Indian sovereign bonds 

ended lower for the first time in four sessions 

on profit-booking by traders as the 
benchmark note failed to breach a key 
resistance level.  

Conflicting reports over the country's fiscal 
situation and the supply of 160 billion rupees of 
debt tomorrow, which includes the benchmark 
paper, also aggravated selling, traders said.  
The benchmark 6.45% bond maturing in 2029 

ended at 99.56 rupees, yielding 6.51%, against 
99.90 rupees, yielding 6.46%, at the previous 
close. The benchmark note was unable to breach 
a resistance level of 100 rupees after rising to 
the day’s high of 99.97 rupees earlier today, 
which is also the highest since Nov. 4. The yield 

had eased six basis points in the last three 

sessions. The Indian rupee ended at 71.76 to 
the dollar against 71.81 at previous close. 
“There was profit-booking triggered by some 
major player, which led to sharp reversal in 
direction of bonds,” said Vijay Sharma, senior 
executive vice president at PNB Gilts. “Fiscal 
concerns continue to persist, as the numbers are 

clearly not matching, and somewhere down the 
line, additional borrowing is expected.”  
Bonds had gained this week as concerns over 
a likely fiscal slippage eased after Anurag 
Thakur, the minister of state for finance, said 
earlier this week that the government plans to 
meet its budget gap target of 3.3% of gross 
domestic product this financial year.  

India's federal finance ministry expects to garner 

800 billion rupees-to-900 billion rupees from the 
proposed strategic divestment of state-run fuel 
retailer Bharat Petroleum Corp, a senior ministry 
official said. 
The cabinet yesterday gave in-principle approval 
for strategic disinvestment of the government’s 
stake in five state-run companies, including fuel 

retailer BPCL, and gave a nod to a policy that 
enables the government to reduce its stake in 
state-run companies below 51% while retaining 
management control. 
New Delhi is aiming at divestment revenue of 

1.05 trillion rupees for the current fiscal year 

that ends Mar. 31. The stake sale will likely aid 
the federal government in maintaining its fiscal 
deficit target  
However, India’s Central Board of Indirect Taxes 
and Customs estimates revenue from the goods 
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and services tax to fall 1.3 trillion rupees-to-1.4 

trillion rupees short of the full fiscal year’s 

target, a senior official of the indirect tax body 
told NewsRise.  
Underlying sentiment remains positive ahead of 
an anticipated policy easing early next month. 
The rate-setting Monetary Policy Committee is 
widely expected to cut rates by 25 basis points 

on Dec. 5, to revive sagging economic growth.  
The MPC has cut rates in the last five policy 
meetings by an aggregate of 135 basis points 
since January. India’s economic growth data for 
July-September is due on Nov. 29, and most 
brokerages expect the print to fall below April-

June’s 5% reading. 
Barclays expects the reading at 4.5% in July-
September, and the brokerage sees full-year 

growth at 5.5%.  
The benchmark Brent crude contract was down 
0.4% at $62.14 per barrel, after climbing 2.4% 
yesterday. India imports over 80% of its crude 

oil requirements. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Indonesia's revenue behind target in 

Jan-Oct, pressuring budget deficit  

18-Nov-2019  
JAKARTA, Nov 18 (Reuters) - Indonesia 

reported a near flat income in January-
October compared with the corresponding 
period a year earlier on Monday, as revenues 
from some taxes shrank, underlining the 
government's struggle to keep the budget 
deficit in check. 

Markets have been putting the government's 
budget under scrutiny after reports of sluggish 

tax collections that reflected weak company 
profits and slowing economic growth. 

Officials estimate this year's budget deficit at 
2%-2.2% of gross domestic product (GDP) 
compared with a previously forecast 1.93% and 
an original plan of 1.84%. 
"Our assumption is in the higher end of that 
deficit range," Suahasil Nazara, vice finance 

minister, told a news conference. 
Just 70% of the government's revenue target 
was met in the first 10 months of 2019, or 1,509 
trillion rupiah ($107.51 million), representing 
1.2% growth from the same period of 2018, 
data from the finance ministry showed.  
The government has targeted to collect 11.4% 

more in 2019 from what it gathered the previous 
year, assuming economic growth of 5.3%. 
However, officials say the likely GDP growth rate 
this year is 5.1%, down from 5.2% last year. 
Corporate tax payments grew just 2.2%, with 

those paid by firms in manufacturing, mining, 

construction and the oil and gas industry 

contracting. Value-added tax collection was 
down 4.2% in the period. 
Meanwhile, export tax payments plunged 50%, 
far sharper than the 7.8% on-year drop in 
export value within the same time frame. 
A rare bright spot on the revenue side was a 

nearly 300% increase in export tax payments 
from nickel ore shipments, though this 
amounted to just around 240 billion rupiah. 
In September, the government announced it 
would bring forward a nickel ore export ban to 
January 2020 from 2022, which triggered a 

jump in shipments amid rising prices. 
Officials declined to give an estimate for the tax 
shortfall in 2019.  

The government had disbursed 73% of its 
budget in January-October, totalling 1,798 
trillion rupiah, and it would continue to support 
priority spending, Askolani, the finance 

ministry's director general of budgeting, said.  
There may be some "efficiency measures" to cut 
spending allocations that are not urgent, 
Askolani, who goes by one name, added without 
elaborating. 
Indonesia has raised 401.7 trillion rupiah 
from bond auctions, excluding short-term 
Treasury bills and buybacks, in anticipation of 

the wider budget deficit.  

Three more rupiah-denominated bond auctions 
are still scheduled for this year, the vice finance 

minister said. "We will use any instrument to 
meet our financing needs until the end of the 
year, considering the right time and the right 
prices," he said. 

 
($1 = 14,036.0000 rupiah) 
(Reporting by Maikel Jefriando 
Writing by Gayatri Suroyo 
Editing by Jacqueline Wong) 
((gayatri.suroyo@thomsonreuters.com; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Indonesia raises 23 trillion rupiah from 

debt auction, above target  

19-Nov-2019  
JAKARTA, Nov 19 (Reuters) -  
• Indonesia raised 23 trillion rupiah 
($1.63 billion) in a bond auction on Tuesday, 
above an indicative target of 15 trillion 
rupiah, the financing and risk management 
office at the Finance Ministry said 

• The weighted average yields of the 

bonds were mostly higher than yields of 
comparable bonds in the previous auction on 
Nov. 5 
• Total incoming bids at Tuesday's auction 
were 42 trillion rupiah 

 
($1 = 14,090.0000 rupiah) 

(Reporting by Tabita Diela; Editing by Andrew 
Heavens) 
((tabita.diela@thomsonreuters.com; 
+622129927621)) 
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(c) Copyright Thomson Reuters 2019. 
 
 

Israel 

Moody's Says Israel's Credit Profile 

Reflects Its Resilient & Competitive 

Economy  

22-Nov-2019  
Nov 22 (Reuters) - Moody's: 
• Moody's says Israel's credit profile 
reflects its resilient and competitive economy 

• Moody's says main credit weakness is 

Israel's susceptibility to geopolitical risks 
• Moody's says Israel is one of only a 
handful of advanced countries that has a lower 

debt-to-GDP ratio now than before the global 
financial crisis 
• Moody's says Israel's current extended 
election season has prolonged political 

uncertainty & reform inertia 
• Moody's says development of leviathan 
gasfield, clarity on potential size, timing of 
economic, fiscal benefits would be credit positive 
for Israel 
• Moody's says Israel's current extended 
election season has also delayed more 

comprehensive efforts to address widening 
budget deficit 
 
((reuters.briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Jordan 

Jordan won't impose new taxes in new 

2020 budget  

22-Nov-2019  
In first line corrects the date to 2020 budget, 

not 2010 

By Suleiman Al-Khalidi 
AMMAN, Nov 21 (Reuters) - Jordan will not 

impose new taxes in its proposed 2020 
budget but will seek other means including a 
crackdown on pervasive tax evasion to help 
boost revenues crucial to lowering record 
public debt, the finance minister said on 
Thursday. 

Mohammad Al Ississ told parliament's finance 

committee that maintaining "fiscal stability" 
remained a main concern. The budget is 
expected to be sent to parliament in coming 
days. 
Jordan is struggling under a three-year IMF 
programme begun in 2016 to rein in a public 

debt that has hit a record 94 percent of GDP as 
part of long delayed structural reforms. 
The government is seeking ways to increase 

revenues without resorting to new taxes that 
could fuel the same anger that triggered the 
biggest demonstrations in years when steep 
hikes including sales tax pushed by the IMF 

came into effect. 

"We have to reach the necessary revenues to 

continue fiscal stability," Al Ississ said. 

The government has pledged cuts in public 
expenditure but is mindful of mass protests in 
neighbouring countries, including Lebanon and 
Iraq, in the past month over eroding living 
standards and corruption. 
Parliamentarians said they would reject any 

proposals to raise water or electricity fees as 
officials say they plan to adjust the tariff 
structure. Parliamentarians also want the 
government to reduce sales tax on essential 
food items to help low income Jordanians 
struggling with rising poverty.  

Al Ississ said tackling tax evasion that officials 
estimate costs the treasury hundreds of millions 
of dollars annually would help improve 

government finances. 
"We will fight tax and customs evasion with all 
the power of the law," Al Ississ said. 
Al Ississ said last week the government had 
little leeway in the coming budget, which last 

year stood at $13 billion. Jordan has some of 
the world’s highest government spending 
relative to its economy. 

The spectre of bigger spending surfaced when 
the government last October was forced to reach 
a pay deal with the teachers union in a bid to 
end a one-month nationwide strike. 
The Cabinet also raised pensions for military 

retirees in what economists said was caving in to 
populist demands at the expense of fiscal 

prudence. 
These moves combined have ravaged Jordan's 
finances and alarmed an IMF mission holding 
consultations in Amman on progress with the 
reform programme, officials and diplomats said.  

Jordan was expected to ask the IMF for more 
time and either extend the existing programme 
or put in place a new programme altogether, 
diplomats said. Officials said they would resist 
any IMF effort to push Jordan to adopt more 
austerity measures that risked increasing 

instability and civil unrest. 
 
(Reporting by Suleiman Al-Khalidi; editing by Grant 
McCool) 
((suleiman.al-khalidi@thomsonreuters.com; +96279-
5521407)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Moody's Says Jordan's Credit Profile 

Supported By Government's 

Commitment to Fiscal Consolidation, 

Structural Reform  

22-Nov-2019  
Nov 22 (Reuters) - Moody's: 
• Moody's says Jordan’s credit profile 
supported by government’s commitment to 
fiscal consolidation & structural reform 

• Moody's says Jordan’s primary deficit 
forecast to rise this year, amid social pressure to 
slow or reverse fiscal consolidation 
 
((reuters.briefs@thomsonreuters.com)) 

(c) Copyright Thomson Reuters 2019. 
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Kuwait 

Moody's: Kuwait govt resignation 

weakens reform prospects  

21-Nov-2019  
Nov 21 (Reuters) -  
• Moody's: resignation of Kuwait's 
cabinet will likely add to legislative delays, 
further weakening reform prospects 

• Moody’s says developments in Kuwait 
are likely to slow its already glacial pace of 
legislative proceedings, a credit negative 
 
((sylvia.westall@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanese bonds rally as parliament set 

to resume, U.S. ready to work with 

new govt  

21-Nov-2019  
LONDON, Nov 21 (Reuters) - Lebanon's dollar 

bonds rallied on Thursday after parliament 

looked set to resume next week and U.S. 
President Donald Trump said Washington was 
ready to work with a new Lebanese 
government. 
Several Lebanese bonds made their biggest daily 
gains since early November. The 2032 and 2030 
issues both rose by 1.4 cents to 44 cents in the 
dollar, according to Tradeweb data. 

Bonds prices fell to record lows in recent weeks 
as anti-government protests brought the country 
to a political standstill following Prime Minister 
Saad al-Hariri's resignation on Oct. 29. 
Parliament has not sat in two months, and a 
session was postponed on Tuesday due to 
protests.  

However, parliament's speaker said on Thursday 
that a session would take place next 

Wednesday. 
Some financial market observers have said 
the record low bond prices indicate the 
country may have to default on or restructure 
some of its debt. 

"The problem in Lebanon is reaching consensus 

and the political class reaching consensus and 
doing the right thing. Until you get the political 
class swept away and a new one comes into 
power I don't see an end game yet," said 
Richard House, chief investment officer, 
emerging market debt, at Allianz Global 
Investors. 

The parliament session called by Speaker Nabih 
Berri is crucial to discuss draft legislation on 

banking secrecy and returning stolen state 
funds. 
Anger about perceived corruption among the 
country's elite has been one of the drivers of the 
demonstrations.  

The market also benefited after Trump told 

Lebanese President Michael Aoun in a cable that 

the United States would work with a new 
Lebanese government that responds to the 
needs of its people. 
 
(Reporting by Tom Arnold; editing by Sujata Rao and 
Susan Fenton) 
((Tom.Arnold@thomsonreuters.com; +442075428510; 
Reuters Messaging: 
tom.arnold.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Saudi Arabia 

Saudi mall operator Arabian Centres 

sells $500 mln debut Islamic bonds  

19-Nov-2019  
Updates with size, details 
DUBAI, Nov 19 (Reuters) - Saudi mall operator 

Arabian Centres is set to raise $500 million 
with a debut issuance of international Islamic 
bonds, or sukuk, a document by one of the 
banks leading the deal showed. 

The company received over $1.45 billion in 

orders for the five-year issuance, including $200 
million from the banks arranging it, the 
document said.  
Arabian Centres started marketing the paper 
earlier on Tuesday with price guidance of 

5.75%, which was later reduced to 5.5-5.625%. 
Goldman Sachs and HSBC have been appointed 

to coordinate the deal. Credit Suisse, Emirates 
NBD Capital, Mashreqbank, Samba Capital and 
Warba Bank have been appointed as 
bookrunners. 
Arabian Centres went public earlier this year 
with a 2.8 billion riyal ($746.65 million) initial 

public offering in Saudi Arabia, the Kingdom's 
third biggest since Saudi lender National 
Commercial Bank raised $6 billion in 2014. 
The firm plans to expand its operations to 27 
malls within four years, and is building cinemas 
after a decades-long ban on movie theatres was 
lifted last year. 

 
($1 = 3.7501 riyals) 
(Reporting by Davide Barbuscia; Editing by Shri 
Navaratnam and Jan Harvey) 
((Davide.Barbuscia@thomsonreuters.com; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Singapore 

Singapore govt bonds to see steeper 

yield curve: analysts  

21-Nov-2019  
Singapore 
STEEPENING pressures will persist on the 
Singapore Government Securities (SGS) 

bonds' yield curve in the coming weeks, 
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according to DBS and OCBC analysts. 

This is especially so for the 2- to 30-year spread 

and the 5- to 30-year spread, said Eugene Leow, 

DBS rates strategist, in a note on Wednesday. 
The curve steepens when the spread between 
yields of short- and long-term bonds widens. 
Relative to the US Treasuries (UST) curve, there 
is also scope for the five-year and 10-year SGS 

bonds to outperform further, Mr Leow wrote on 
Wednesday. However, this would be contingent 
on the signing of the China-US agreement to 
avert another round of tariffs on Chinese imports 
scheduled for Dec 15. 
Meanwhile, in a separate report, Selena Ling, 
head of treasury research and strategy at OCBC 

Bank, pointed out that the 2- to 10-year SGS 
yield spread has widened since the start of this 

month. As at Nov 19, the spread was 29 basis 
points (bps), more than double the 14 bps on 
Nov 1. 
This came as the shorter-term bonds rallied in 
price - pushing their yields down at the front-

end of the curve - as short-term funding 
conditions eased with ample liquidity, Ms Ling 
said. At the same time, there was a selloff 
concentrated at the back-end of the curve, or 
the longer-term SGS bonds, resulting in their 
lower prices and higher yields. 

Likewise, Mr Leow said SGS bonds with tenors 
above 10 years have been under profit-taking 
pressure in recent weeks. This selloff in longer-
term SGS is likely fuelled by two factors: rising 

developed-market (DM) bond yields and the 
duration-heavy SGS 2020 issuance calendar, 
according to Mr Leow. 

"DM yields appear to have bottomed. While 
there are lingering uncertainties in the China-US 
trade talks and Brexit, DM curves have generally 
normalised, ie are no longer inverted," he wrote. 
The SGS and interest-rate swap (IRS) curves, 
which are highly correlated to DM rates, have 
also followed suit, Mr Leow added. 

As for the SGS 2020 calendar, both analysts 
pointed out that issuances will be weighted 
towards the long tenors. In particular, Q1 2020 
will see 10-year and 30-year auctions on Jan 29 

and Feb 26 respectively. 
There will also be auctions next year for a 10-
year bond in July, a 15-year bond in May and 

a 20-year bond in September. The rest of the 
scheduled issues are for shorter-term bonds: 
three have two-year tenors while two have 
five-year tenors. Two mini-auctions, with 
maturity dates yet to be announced, may also 
take place in June and August 2020. 

"While the bond issues for longer-dated SGS 
tenors are spaced out throughout next year, the 
2020 issuance calender is nonetheless perceived 

as having a duration-heavy tone, suggesting a 
steepening bias ahead," OCBC's Ms Ling said. 
Overall, SGS bond yields have tracked higher, 

following the surge in global bond yields in early 
November, she wrote. In particular, the 10-year 
UST yield rose to 1.94 per cent on Nov 8, just 
shy of the psychological 2 per cent handle. "The 

10-year SGS bond yield may continue to play 
catch-up to its UST counterpart in the near-

term," Ms Ling added. 

DBS's Mr Leow also noted that the SGS yield 

curve, for 2- to 30-year bonds, has steepened 
by 46 basis points since the trough in August. 
But the spread is still broadly in line with the 
UST curve's steepness, he said. 
 
Copyright (c) 2019 SPH 
©Thomson Reuters 2019. All rights reserved. 

 
 

South Korea 

S. Korea's foreign debt falls to 458.2 

bln USD in Q3  

20-Nov-2019  

SEOUL, Nov. 20 (Xinhua) -- South Korea's 

foreign debt fell in the third quarter on the 
reduction in short-term external liability, 
central bank data showed Wednesday. 

Foreign debt amounted to 458.2 billion U.S. 
dollars as of the end of September, down 3.9 

billion dollars from three months earlier, 
according to the Bank of Korea (BOK). 
The external liability with a maturity of less than 
a year diminished 6.2 billion dollars to 133.8 
billion dollars in the cited period, while the long-
term debt that matures in more than a year 
increased 2.4 billion dollars to 324.4 billion 

dollars. 
The ratio of short-term foreign debt to the total 

external liability was 29.2 percent as of end-
September, down from 30.3 percent recorded 
three months earlier. 
The ratio of short-term foreign debt to foreign 

reserves also declined from 34.7 percent to 33.2 
percent in the same period, reflecting a better 
soundness of external liability. 
It was attributable to the matured government 
bonds, owned by foreign investors, and the 
reduction in short-term foreign debts owed by 
banks. 
Net external credit, which refers to external 
credit minus foreign debt, reached a new high 
of 479.8 billion dollars as of end-September, 
up 8.7 billion dollars from three months ago. 

 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved. 
 
 

Sri Lanka 

Fitch Ratings: Sri Lanka Election Result 

Increases Policy Uncertainty  

21-Nov-2019  
Fitch Ratings-Hong Kong/London-November 

20: Sri Lanka's presidential election 
significantly increases policy uncertainty and 
could prompt loosening that exacerbates 
fiscal weaknesses and a rollback of reforms, 

Fitch Ratings says. However, whether these 
risks materialise remains to be seen as a clear 
policy direction may only start to emerge after 
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parliamentary elections. 

Gotabaya Rajapaksa of the Sri Lanka Podujana 

Peramuna (SLPP) defeated Sajith Premadasa of 
the ruling United National Party (UNP) in 
Saturday's election. He is a former defence 
secretary and the brother of SLPP leader and ex-
president Mahinda Rajapaksa. Mahinda 
Rajapaksa has been named prime minister 

following the resignation of the UNP's Ranil 
Wickremesinghe, and an interim cabinet is likely 
to be appointed. 
The policy environment in Sri Lanka (B/Stable) 
had improved following the resolution of the 
2018 political crisis, supporting the resumption 

of fiscal and economic reforms and of Sri Lanka's 
IMF programme. However, political tensions 
could resurface ahead of elections to parliament, 

where the UNP is the largest party. These are 
expected early next year. The new president's 
constitutional reform plans could resurrect 
controversial proposals to enhance the 

executive's powers. 
Gotabaya Rajapaksa's economic manifesto 
targets average growth of 6.5% or higher, 
compared with 3.2% in 2018 and a Fitch-
forecast 2.8% in 2019, by promoting commodity 
and apparel exports, construction and tourism. 
Strengthening growth and exports would be 

credit positive, but we think there is a risk of a 
more expansionary fiscal stance after the 
parliamentary elections. 
Under Mahinda Rajapaska's presidency from 

2005-2015, an aggressive infrastructure drive 
pushed up government debt. Gotabaya 

Rajapaksa's manifesto targets a budget deficit 
below 4% of GDP and inflation below 5%. 
Although detailed economic plans are yet to 
be announced, we think achieving ambitious 
growth targets could entail stimulus measures 
that erode fiscal headroom, which is limited 
by high public debt (about 83% of GDP). This 
could undermine policy credibility, investor 
confidence, and potentially complicate 
relations with the IMF. 

The new president's manifesto suggests that the 

undermining of monetary policy credibility that 
was a feature of Mahinda Rajapaska's presidency 

will not recur. An important measure of this 
commitment will be the status of a planned 
amendment to the Monetary Law Act, which 
would establish price stability as the central 

bank's primary objective and support the shift 
towards flexible inflation targeting. 
Gotabaya Rajapaksa's commitments on social 
spending and public-sector wages and pensions 
could jeopardise deficit reduction unless 
government revenue (which is low at just over 
13% of GDP) increases. His manifesto includes 

plans to replace the Inland Revenue Act, a 
lynchpin of fiscal reforms under the IMF 
programme, to unify VAT (currently 15%) and 

the Nation-Building Tax (2%) with a single VAT 
rate of 8% and cap personal income tax rates at 
15%. If these lead to revenue losses, they could 
put Sri Lanka's medium-term fiscal consolidation 

plan at risk. 
A 4% deficit may therefore prove challenging. 

We forecast the deficit to stabilise at about 
5% of GDP in 2020-2021, as GDP growth 

recovers from the April bombings in Colombo. 

Contingent liabilities from major state-owned 
enterprises (SOEs) pose risks to debt 
sustainability. Gotabaya Rajapaksa's manifesto 
says that SOEs will not be 'a burden to the 
exchequer' but SOE reform has been difficult to 
achieve. A high share of foreign-currency debt 

could also pressure debt sustainability if investor 
confidence deteriorated and the rupee fell 
sharply. The market reaction to the election has 
been mildly positive. The Sri Lankan currency 
has appreciated by about 0.5% against the 
dollar and the Colombo stock index rose by 
about 2%. 

A row-back on reforms could have implications 

for Sri Lanka's IMF programme, which has been 
extended to June 2020. The sixth review was 
completed in September and, coupled with 
USD4.4 billion of sovereign bond issuance this 
year, has eased near-term external pressures. 

But external debt repayments are substantial at 
USD19 billion in 2020-2023 (against reserves of 
USD7.8 billion). 
 
Media Relations: Peter Hoflich, Singapore, Tel: +65 
6796 7229, Email: peter.hoflich@thefitchgroup.com; 
Kyoshi Quyn, Colombo, Tel: +94 11 2541 900, Email: 
kyoshi.quyn@fitchratings.com. 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
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Albania 

Albania to sell 2.5 bln leks (20.2 mln 

euro) of 7-yr T-notes on Dec 2  

22-Nov-2019  
TIRANA (Albania), November 22 (SeeNews) – 
Albania's finance ministry will offer 2.5 billion 
leks ($22.4 million/20.2 million euro) of 

seven-year fixed-rate Treasury notes at an 
auction on December 2, the ministry's debt 
issuance calendar shows. 

At the last auction of seven-year Treasury notes 
held in September, the finance ministry sold 3 
billion leks worth of government paper, in line 
with its target. The coupon on the issue was set 
at 4.19%, up from 3.75% in the last auction of 

seven-year fixed-rate Treasury notes held in 
June, according to figures published on the 
website of the ministry. 
 
(1 euro = 121.437 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bulgaria 

Bulgaria Jan-Sept current account 
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surplus widens to 8.2% of GDP  

19-Nov-2019  

SOFIA, Nov 19 (Reuters) - Bulgaria posted a 

current account surplus of 4.87 billion euros 
($5.39 billion) or 8.2% of gross domestic 
product in the first nine months of the year, 
compared with a surplus of 5% in the same 
period a year earlier, central bank data 
showed on Tuesday. 

For September alone the surplus stood at 718 
billion euros, compared with a surplus of 384.2 
billion euros a year ago mainly, mainly due to 
strong exports and weaker imports. 
Foreign direct investment, needed to boost 
sustainable growth in the Black Sea state, 
rose by 714.5 million euros through 
September, compared with investment of 
283.4 million in the same period a year ago. 

The finance ministry sees the current account 
posting a surplus of 2.6% in 2019 as it expects 
slower exports and a pick up in imports driven 
by domestic demand. Bulgaria ended 2018 with 
a current account surplus of 5.4% of GDP 
 
($1 = 0.9037 euros) 
(Reporting by Angel Krasimirov; editing by Tsvetelia 
Tsolova) 
((angel.krasimirov@thomsonreuters.com; +359 888 

695 510; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia places bonds worth 11 bln kuna 

(1.5 bln euro) on domestic market  

22-Nov-2019  
ZAGREB (Croatia), November 22 (SeeNews) - 
Croatia sold bonds worth 11 billion kuna ($1.6 
billion/1.5 billion euro) on the domestic 
market, raising funding to refinance debt 
maturing on November 29, prime minister 
Andrej Plenkovic said on Friday. 

"The finance ministry succeeded in refinancing 
this bond at the most favourable borrowing 
terms in history," Plenkovic said at the opening 

of the regular weekly cabinet meeting, which is 
streamed online on the government's website. 
Two bond issues were placed, one worth 3.5 
billion kuna and maturing in 2024, and another 

worth 7.5 billion kuna and maturing in 2034, 
Plenkovic also said. 
He commented that thanks to the new 
borrowing 340 million kuna will be saved in 
interest payments annually. 
The finance ministry said in a statement later on 
Friday that the 3.5 billion kuna bond was sold 

with a 0.25% interest rate, yielding 0.36%, 
while the 7.5 billion kuna bond (which is indexed 
to the euro) has a 1.00% interest rate, yielding 
1.20%. 

Most of the proceeds will go to refinance the 1.0 
billion euro ($1.1 billion) bond maturing on 

November 29, while the remainder will go to 
meet state budget needs, the ministry said. 
It added that interested investors placed bids 

worth more than 23 billion kuna for the two new 

issues, with over 10 billion kuna offered for the 

five-year securities and more than 13 billion 
kuna for the 15-year bond. 
The issue arrangers included Erste, Privredna 
Banka, Raiffeisenbank and Zagrebacka Banka. 
 
(1 euro = 7.43758 kuna) 
Copyright 2019 SeeNews. All rights reserved. 

©Thomson Reuters 2019. All rights reserved.  
 
 

Croatia opens books for two new 

domestic bonds  

21-Nov-2019  

ZAGREB, Nov 21 (Reuters) - Croatia opened 

books for two new domestic bonds, an 
arranger said on Thursday. 
The Finance Ministry is tapping the local 
market with a five-year bond denominated in 
the national kuna currency and with a 15-year 

bond indexed to the euro. It aims to refinance 
a 15-year bond worth 1.0 billion euros ($1.11 
billion) maturing on Nov. 29. 

The pricing of the new issues is expected later 
on Thursday. The combined targeted amount is 
some 10 billion kuna ($1.49 billion), the 
arranger said. 
The yield target for the five-year bond is set at 
between 0.41% and 0.44%, while for the 15-
year bond the yield is seen at between 1.2% and 

1.35%. 

The issues are jointly arranged by four leading 
local banks.  
 
($1 = 6.7116 kuna) 
($1 = 0.9027 euros) 
(Reporting by Igor Ilic; 
Editing by Alison Williams) 
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98 334 053)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Estonia 

DBRS Morningstar Confirms Republic of 

Estonia at AA (low), Stable Trend   

22-Nov-2019  
Date of Release: November 22, 2019 
DBRS Morningstar Confirms Republic of 
Estonia at AA (low), Stable Trend 

Industry: Sovereigns 
DBRS Ratings Limited (DBRS Morningstar) 
confirmed the Republic of Estonia's Long-Term 
Foreign and Local Currency - Issuer Ratings at AA 

(low). At the same time, DBRS Morningstar 

confirmed the Republic of Estonia's Short-Term 
Foreign and Local Currency - Issuer Ratings at 
R-1 (middle). The trends on all ratings are 

Stable.  
KEY RATING CONSIDERATIONS  
The AA (low) ratings and Stable trends are 
underpinned by Estonia's membership in the 

European Union (EU) and the Euro area, its 
stable macroeconomic policy framework, and its 
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strong sovereign balance sheet. Estonia is a net 

recipient of EU structural funds, and the 

economy is supported by the free movement of 
goods and services offered by the single market. 
Public finances have been supported by effective 
fiscal policy and low public debt. The European 
Commission (EC) expects general government 
gross debt of only 8.7% of GDP in 2019, the 

lowest public debt burden in the eurozone. Debt 
appears even more negligible once offset by the 
State Treasury's 4.5% of GDP in liquid savings.  
The ratings are, nevertheless, constrained by 
structural challenges. Estonia's small and open 
economy is vulnerable to higher growth volatility 

from external shocks and rising labour costs 
could weaken export price competitiveness. 
Moreover, convergence of Estonian income 

levels with the EU has slowed over the last 
decade. Income per capita in Estonia adjusted 
for purchasing power parity remains around 
three-quarters of the Euro area average.  

RATING DRIVERS  
DBRS Morningstar would consider placing 
upward pressure on the ratings if there is 
increased evidence of a persistent reduction in 
economic volatility inherent to Estonia's small 
and open economy, or successful 
implementation of measures that improve 

income and productivity. One or a combination 
of the following factors could lead to downward 
pressure on the ratings: (1) an external shock 
that causes sudden capital outflow from Estonia 

and material macroeconomic underperformance; 
(2) a return of excessive credit growth that 

leads to private sector over-indebtedness and 
financial sector instability; (3) an unexpected 
relaxing of fiscal discipline that significantly 
weakens Estonia's public debt position. 
RATING RATIONALE  
Strong Economic Output, Though Expected to 
Moderate, Has Not Been Accompanied by 

Economic Imbalances  
Growth of the Estonian economy has been 
strong in recent years. The EC expects growth of 
3.2% in 2019, following average 5.3% growth in 
2017-18. The strong economic outcome stems 

principally from robust domestic demand. 
Healthy construction has supported investment, 

and high employment and wage growth have 
driven private consumption. Furthermore, 
favourable commodity prices have increased 
exports across various sectors. However, 
economic growth is expected to gradually 
decline in the coming years as the external 

environment weakens, the labour market 
reaches full employment, and investment levels 
moderate from the 2017 peak. The EC forecasts 
average 2.3% growth in 2020-21, which should 
narrow the EC's calculation of a 3.0% positive 
output gap and calm any concerns over the 
reemergence of economic imbalances. DBRS 

Morningstar sees little evidence of excessive 
private sector leverage, housing market 
imbalances, or saving-investment misalignments 
- features of the pre-crisis years. The small size 
of the economy and its historical volatility 

explain Estonia's weak performance on DBRS 

Morningstar's economic building block metrics. 

Estonia's External Position Appears Stable, Yet 
Wage Growth May Eventually Weigh on External 
Competitiveness Exports account for roughly 
three quarters of Estonia's GDP and service-
sector exports have been resilient. Following 
large deficits in the pre-crisis years, the current 

account has been mostly in surplus since 2009. 
The large swings to its current account reflect a 
structural vulnerability to Estonia's small and 
open economy. Sustained surpluses have 
improved the external position, evident by lower 
external debt and a narrower net liability 

international investment position, which 
improved from -80.0% of GDP in 2009 to -
27.7% in 2018. Much of the external debt is 

owed by Estonian subsidiaries to their parent 
companies, a source of substantial inward direct 
investment over the last decade. External 
deleveraging mitigates risks of sudden capital 

withdrawals and helps reduce vulnerabilities to 
external shocks. Labour costs have risen steadily 
since 2010 and over time could lead to some 
erosion of external competitiveness. Although 
export volumes grew by 4.3% 2018, the growth 
rate of labour costs is outpacing labour 
productivity. From 2012 to 2018, an index of 

unit labour costs increased by 27% compared 
against the 11% growth of output per worker. 
The rising cost of labour can contribute to 
tightening profit margins and weakening 

external competitiveness. However, a limited 
period of moderate or high wage growth may 

have benefits. It can create a disincentive for 
outward migration and improves income 
convergence with the EU.  
Financial Sector Risks from Nordic Parent 
Banks or Domestic Real Estate Appear 
Contained  
Risks to financial stability associated with 

spillovers from Nordic economies and parent 
banks appear well managed. Ninety-percent of 
the Estonian banking sector is foreign owned, 
and the liquidity and funding position of the 
Estonian financial sector is directly and indirectly 

affected by the performance of Nordic 
economies. An economic slowdown in the Nordic 

region could reduce capital flows into Estonia 
and affect the income of Estonian exporters and 
their ability to service loans. These risks are 
mitigated by the improved economic conditions 
of Nordic countries, and strong asset quality, 
deposit funding, and capitalisation of banks 

operating in Estonia. Credit growth and the 
domestic real estate sector are expanding at a 
healthy pace. Lending to households and the 
non-financial sector increased 5.7% yoy in the 
second quarter of 2019, while real estate prices 
advanced by 5.8%. With inflation above 2%, 
credit growth is more moderate in real terms. 

Even with healthy lending, private sector debt 
ratios have declined to pre-crisis levels. 
Household debt is 38% of GDP and non-financial 
corporate debt is 125% of GDP. Private sector 
savings rates are also at historical highs. If the 
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lending environment turns excessive, the Bank 

of Estonia would likely raise capital buffer rates 

as its principal macro-prudential tool. Given 
strict loan-to-value and debt-to-income limits for 
obtaining mortgages, there is no evidence that 
banks have eased lending standards. The Fiscal 
Position is Expected to Return to Rough Balance 
Over the Forecast Period, While Debt Remains 

Low  
The average budget position in the fifteen 
years until 2015 was broadly in balance. From 
2016-18, Estonia recorded average 0.6% 
deficits due to growth in investment spending, 
social expenditures, and rapidly growing 

public wages. The government's 2020 budget 
shows some expenditure restraint, and the EC 
forecasts a 0.2% deficit in each year through 

2021. The country's historically conservative 
fiscal policy reduces the need to finance deficits. 
Debt is expected to remain around 8.5% of GDP. 
Net of the government's two reserve funds 
worth roughly 4.5% of GDP, Estonia's public 
debt burden is even more negligible.  

DBRS Morningstar Expects Continuity 
around Key Policy Issues, Following the 
2019 Parliamentary Election  
In the March 2019 parliamentary election, Prime 
Minister Jüri Ratas and his Centre party formed 
a three-party coalition with Pro Patria and the 
Conservative People's Party. The controversial 

EKRE, self-identified as a national-conservative 
party, showed the most improvement and for 

the first time a far-right party enters Estonian 
government. DBRS Morningstar expects Estonian 
public institutions to remain strong and 
predictable. There is broad political consensus in 
Estonia around key policy issues, including 

sound fiscal prudence, European integration, and 
reforms to address the deteriorating 
demographic trends. Estonia is an exemplary 
performer, especially among its Baltic peers, on 
the World Bank Governance Indicators.  
 
© DBRS Limited and DBRS, Inc. (collectively, DBRS).  
©Thomson Reuters 2019. All rights reserved. 
 
 

Latvia 

DBRS Morningstar Confirms Republic of 

Latvia at A (low), Positive Trend  

22-Nov-2019  
Date of Release: November 22, 2019 
DBRS Morningstar Confirms Republic of Latvia 
at A (low), Positive Trend 

Industry: Sovereigns 
DBRS Ratings Limited (DBRS Morningstar) 
confirmed the Republic of Latvia's Long-Term 

Foreign and Local Currency - Issuer Ratings at 

A (low). At the same time, DBRS Morningstar 

confirmed the Republic of Latvia's Short-Term 
Foreign and Local Currency - Issuer Ratings at 
R-1 (low). The trends on all ratings are Positive.  
KEY RATING CONSIDERATIONS  
The Positive trend reflects DBRS Morningstar's 

view that credit fundamentals in Latvia appear 

to be improving. The liquidation of ABLV Bank 

AS last year, the closure of PNB Banka this year, 

and the significant decrease in non-resident 
deposits (NRDs) in the financial system have not 
weighed on financial stability, nor have these 
developments affected Latvia's economic or 
fiscal performance. Furthermore, tax reform 
attempts to address some of Latvia's structural 

challenges. Even in a context of frequently 
changing governments, persistent geopolitical 
risks, and structural shifts in the banking sector, 
the country's low government debt ratio and its 
sustained strong economic and fiscal results 
demonstrate effective macroeconomic 

management. The ratings are underpinned by 
Latvia's consensus around stable macroeconomic 
policy-making and institutional benefits from 

membership in the European Union (EU) and the 
euro area. In contrast, the ratings are 
constrained by structural challenges. These 
include vulnerabilities to external shocks from 

the country's small and open economy, lower 
income and productivity levels compared to EU 
peers, and remaining - albeit diminishing -
financial sector risks stemming from banks that 
service foreign clients. Latvia's financial system 
could face adverse consequences if Moneyval, 
the Council of Europe's anti money laundering 

body, or the Financial Action task Force (FATF) 
decides insufficient progress has been made on 
executing its recommendations.  
RATING DRIVERS  

DBRS Morningstar could upgrade Latvia's ratings 
if there is clear evidence that the authorities 

continue to strengthen the financial system, 
specifically by executing on the action plan to 
address Moneyval recommendations on reducing 
risks from the flow of cross-border funds for 
illicit activity. DBRS Morningstar is also looking 
for continued fiscal discipline in the context of 
the ongoing tax reform.  

Conversely, the trend could return to Stable or 
downward ratings pressure could emerge if 
momentum to reduce financial sector 
vulnerabilities is reversed, or if additional cases 
of illicit activity in the banking sector cause 

reputational or operational damage to 
domestically focused banks. The ratings could 

also face downward pressure if there is a 
marked deterioration in Latvia's public debt 
dynamics. This could result from a severe 
external shock that causes material 
macroeconomic underperformance or a reversal 
of the Latvian authorities' prudent fiscal 

management.  
RATING RATIONALE  
Latvia has Increased Regulatory Efforts to 
Reduce NRDs and High-Risk Transactions - A 
Key Credit Positive The fallout to the Latvian 
banking sector from the ABLV self-liquidation 
last year and the closure of PNB Banka this year 

has been contained and has accelerated the 
decline in bank deposits from non-residents. The 
publication in 2018 of the US Treasury FinCEN 
report resulted in ABLV's self-liquidation. 
Another NRD bank, PNB Banka, closed in 2019 
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due to capital shortages. Authorities have 

appropriately managed these closures and the 

deposit guarantee scheme has operated 
effectively. As of September 2019, foreign client 
deposits shrank to EUR3.2 billion (19.5% of total 
deposits), down from EUR8.1 billion (39.4% of 
the total) in January 2018 and EUR12.4 billion 
(53.4% of the total) in December 2015. Latvian 

banks continue to reduce the amount of high-
risk deposits and replace them with customer 
deposits from EU jurisdictions. The decline in 
NRDs has reduced Latvia's short-term external 
debt without undermining the confidence of 
domestic depositors, the financial system, the 

economy, or the country's fiscal position.  
Authorities passed reforms in recent years 
meant to change the business model of banks 

servicing foreign clients. In May 2018, the 
amendments to the Law on Prevention of Money 
Laundering and Terrorism Financing (ML/FT) 
went into force, and as of July 2018 banks can 
no longer perform any operations with high risk 

client accounts. This bans cooperation between 
banks and shell companies that have no real 
economic activity and are not required to file 
annual financial statements in their jurisdictions. 
The domestic financial market is disconnected 
from banks servicing foreign clients. Banks 
servicing foreign clients account for only 6% of 

total domestic lending. The bulk of domestic 
financial services are delivered by the 
subsidiaries of large Nordic banks, whose 

financial performance and capitalization levels 
are strong. In July 2018, Moneyval assessed 
Latvia's ability to prevent cross-border flow of 

funds for criminal purposes as low. Moneyval 
identified several recommendations to 
strengthen supervision, transparency, judicial 
oversight, and international cooperation to 
monitor and prosecute illicit financial behaviour. 
The Latvian government in October 2018 
approved the action plan measures necessary 

for the implementation of Moneyval's 
recommendations. The FATF and Moneyval will 
soon decide whether enough progress has been 
made to keep Latvia off the 'grey-list' of 

countries at high-risk of ML/TF. DBRS 
Morningstar considers that this form of censure, 
were it to occur, could inflict reputational 

damage to the banking sector and have negative 
consequences to financial intermediation and 
economic activity. 
Tax and Pension Reforms are Positive 
Developments for Latvia, and the 
Government Debt Ratio Remains Low  
Fiscal deficits are expected to remain small 
and manageable through 2020, when the 
implementation period of the 2017 tax reform 
ends. Following a small fiscal surplus reported 
in 2016, the headline deficit widened to 0.5% 
of GDP in 2017 and 0.7% in 2018, driven by 
increases in defence spending, social 

payments, and public sector wages. Latvia's 
headline fiscal position is perhaps moderately 
procyclical given strong economic results and 

the economy's positive output gap. However, the 
2020 Budget expects headline deficits within 

0.5% of GDP and small primary surpluses 

throughout the forecast period as a result of 

budgeted expenditure restraint. DBRS 
Morningstar considers recent tax reform to be 
integral to improving Latvia's economic growth 
prospects. The reform improves corporate 
competitiveness by lowering corporate taxes and 
allowing corporates to defer income tax until 

profits are distributed. It also lowers the tax 
burden on labour, increasing labour market 
flexibility, and makes personal income tax more 
progressive. These measures are partially offset 
by increases in consumption taxes and social 
contributions. Likewise, several rounds of 

pension reform that gradually increases the 
retirement age and mandatory contributions 
have positioned Latvia well to address fiscal 

challenges arising from an aging population. 
Age-related spending in Latvia is among the 
lowest in the EU. General government gross 
debt is expected to remain around 37% over the 

forecast period, among the lowest in Europe. 
Favourable debt features reflect strong growth 
of nominal GDP, persistent primary surpluses, 
and low interest expenditure - expected below 
1.0% of GDP for the next few years. DBRS 
Morningstar expects the government to continue 
to take advantage of high demand for its 

Eurobonds and low interest rates to prefund its 
redemptions. 
Weaker External Demand is Expected to 
Moderate Latvia's Recent Strong Economic 

Growth Performance  
Robust domestic demand has encouraged the 

strong economic performance in recent years. 
The economy expanded by 3.8% in 2017 and 
4.6% in 2018 due to strong private sector 
investment and absorption of the European 
structural and investment funds. Furthermore, 
the strong labour market has activated a 
previously side-lined population and reduced the 

unemployment rate close to the lowest level 
since before the crisis. Strong employment and 
wage growth have supported the steady 
increase in household consumption. DBRS 
Morningstar expects some economic deceleration 

in the coming years from a weaker external 
environment and as investment growth slows. 

EU-funded projects will continue to support 
investment, though at less impressive rates seen 
in 2017-18. External demand is also expected to 
weaken and slow export growth. Latvia's export 
performance and its economy are inescapably 
linked to the economic performance of key 

Eurozone trade partners, and weaker than 
expected euro area results are likely to lower 
growth projections across Europe. The European 
Commission forecasts the Latvian economy to 
grow by 3.1% in 2019 and 2.5% in 2020, 
slightly below potential growth calculations. 
DBRS Morningstar Expects Macroeconomic Policy 

Continuity from the 5-Party Coalition 
Government  
The October 2018 parliamentary election 
resulted in another fragmented outcome. Arturs 
Krišjānis Kariņš  of the New Unity party was 
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eventually chosen as Prime Minister to lead a 

coalition of five disparate parties. Despite the 

fractured nature of Latvian politics, frequent 
government turnover, and lingering geopolitical 
tensions, Latvia's political environment appears 
stable and policy-making generally effective. 
Latvia has a long history since its independence 
of government reshuffling, including 15 Prime 

Ministers since 1991. It nonetheless performs 
above the regional average on World Bank 
Governance rankings. The current coalition 
government has vowed to maintain 
macroeconomic stability, manage fiscal policy 
prudently, continue to pursue key reforms, and 

maintain broad consensus around EU 
membership.  
 
© DBRS Limited and DBRS, Inc. (collectively, DBRS). 
This publication may not be reproduced in any form, 
whether electronic or otherwise, without the prior 
written consent of DBRS. 
©Thomson Reuters 2019. All rights reserved. 
 
 

North Macedonia 

IMF sees N. Macedonia's economy 

growing by 3.4% in 2020  

18-Nov-2019  
SARAJEVO, Nov 18 (Reuters) - The 

International Monetary Fund expects North 
Macedonia's economy to continue to grow at a 
steady pace this year and next, driven by 
strong domestic demand and robust exports 
despite the global trade slowdown, the lender 
said in a report on Monday. 

The Balkan country has revived the reform 
momentum in recent years in hope of getting 
the green light to open accession talks with the 

European Union. 
The IMF said it should continue with reforms to 
bolster the economy's resilience to shocks and 
durably raise income levels. 
"Credit has picked up, including to firms, and 
inflation remains low. Unemployment, though 
still elevated, has seen a sustained decline, 
supported by strong job creation," it said.  

The EU in October failed to approve the start of 

accession talks with North Macedonia and 
Albania after opposition from a small group of 
leaders led by French President Emmanuel 
Macron. 
North Macedonia's leadership has said it 
remained committed to pursing efforts to join 

the wealthy 28-member bloc. The country 
expects to become a fully-fledged member of 
NATO early next year. 
Growth in 2020, seen at 3.4%, will reflect a 
temporary boost from the budget and higher 
wages, the IMF said, adding that labour market 
and institutional reforms will help lift medium-

term growth and speed up income convergence 
with the EU. 
Macedonia's government has predicted growth 
of 4% in 2020. 
The net minimum wage will grow by 45% 

cumulatively since 2017, increasing to above 

50% of the average wage and helping reduce 

poverty among employed persons, the lender 
said. 
The IMF sees the fiscal deficit widening to 
2.5% of GDP in 2020, down from 1.8% this 
year, after the government envisaged the rise 
of pensions and higher social security 
contributions in its 2020 budget.  

The lender said that re-orienting public spending 

towards investment would strengthen medium-
term growth prospects. 
 
(Reporting by Daria Sito-Sucic; Editing by) 
((daria.sito-sucic@thomsonreuters.com; +38733 295 
484; Reuters Messaging: daria.sito-
sucic.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Poland 

Poland sees bigger state role in 

economy, more court reforms  

19-Nov-2019  
• Polish prime minister wins a 
confidence vote 
• He promises court reform and a strong 
state 
• Ruling PiS speaks of return to 
normality 
• Opposition criticises PiS on rule of law, 
economy 

By Alan Charlish and Alicja Ptak 
WARSAW, Nov 19 (Reuters) - Poland's prime 

minister set out plans on Tuesday to 

strengthen the state's role in the economy 
and deepen an overhaul of the justice system 
that has put Warsaw on a collision course 
with its European Union partners. 

Mateusz Morawiecki said the ruling Law and 
Justice (PiS) party would continue increasing 
welfare spending and the share of Polish capital 
in domestic companies, underlining its break 

with the free-market reforms of liberal 
governments before it. 

"Neoliberals have fuelled a sense of confusion in 
our value system. Many people were led to 
believe that the state is a ball and chain," he 
said in a policy speech to parliament after an 
Oct. 13 election that gave PiS four more years in 

power. "Extremes are not good. We are building 
a normal state." 
Morawiecki spoke repeatedly of a return to 
"normality", referring both to PiS's economic 
policies and its conservative vision of the 
traditional family which has won over voters but 
has been criticised by opponents for encouraging 

homophobia. 
He promised new welfare programmes to help 
families with at least three children and the 

elderly. 
In separate comments, PiS leader Jaroslaw 
Kaczynski said: "Our society... must be based on 

the Polish family, the family in its traditional 
sense. A family which takes the form of a 
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relationship between a man and a woman." 

Opposition lawmakers criticised PiS's vision of 

normality. 
"The desire for normality means the rule of law 
and economic prudence, and you break those 
principles day after day," said Grzegorz 
Schetyna, leader of the largest opposition party, 
Civic Platform. 

Morawiecki's government won a vote of 
confidence in a late-evening session on Tuesday, 
with 237 deputies out of 454 lending him their 
support. 
CONCERNS OVER RULE OF LAW 
Since returning to power in 2015, PiS has 

introduced changes to how courts are run and 
altered some of the rules governing the 
Constitutional Tribunal and the Supreme Court. 

The European Commission, the EU executive, 
responded by launching legal action over 
reforms which it says threaten the rule of law 
and the independence of the judiciary. 

The European Court of Justice ruled on Tuesday 
that it was up to Poland's Supreme Court to 
decide on the independence of the Disciplinary 
Chamber and the National Judiciary Council, 
offering some criteria on adherence to EU law.  
Morawiecki gave no details of the next steps PiS 
plans to take in its reforms of the judiciary. The 

party says further reforms are intended to make 
the court system more efficient but opponents 
say the reforms made so far have politicised it. 
PiS has said it will keep a balanced budget in 

2020, benefiting from one-off revenues and fast 
economic growth, although some economists 

say such plans are too ambitious at a time when 
the European economy is slowing down. 
 
(Reporting by Agnieszka Barteczko, Alan Charlish, 
Joanna Plucinska, Anna Koper, Pawel Florkiewicz and 
Alicja Ptak 
Editing by Timothy Heritage) 
((Joanna.Plucinska@thomsonreuters.com; 
0048226539722)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Polish State Treasury debt at EUR 

223.9 bln at end of October  

20-Nov-2019  
2019-11-20 
The Polish State Treasury debt at the end of 
October 2019 stood at PLN 960.8 billion (EUR 
223.9 billion), down by PLN 17.7 billion (EUR 
4.2 billion) or 1.8 percent from September, 

the Finance Ministry reported on Wednesday. 

The Polish State Treasury debt has grown by 
PLN 6.5 billion (EUR 1.51 billion) or 0.7 percent 
since the end of 2018. 
The domestic debt totalled PLN 701.2 billion 
(EUR 163.4 billion) while the debt in foreign 
currencies stood at ca. PLN 259.6 billion (EUR 

60.5 billion) and constituted 27.0 percent of the 
entire debt. 
At the end of 2018, the State Treasury debt 
amounted to PLN 954.2 billion (EUR 223.47 
billion). 
 

(PAP) 
Copyright (c) 2018 PAP - POLSKA AGENCJA PRASOWA 
SA 
©Thomson Reuters 2019. All rights reserved.  
 
 

Poland pre-finances some 33% of 2020 

borrowing needs 

21-Nov-2019  
"After today's switching auction, the pre-

financing of next-year borrowing needs 
(according to the 2020 draft bill) measures 
some 33%," the ministry said. 

Poland has pre-financed some 33% of its gross 
borrowing needs for 2020 after the Thursday 
switching auction, the Finance Ministry said in a 
statement for PAP. 

"After today's switching auction, the pre-

financing of next-year borrowing needs 
(according to the 2020 draft bill) measures some 
33%," the ministry said. 
Poland sold PLN 4.14 bln in its full swath of 
benchmark papers at the Thursday switching 
auction and scooped PLN 4.17 bln worth of 
maturing T-bonds. 

 
pat/ maf 
Copyright (c) 2019 PAP - POLSKA AGENCJA PRASOWA 
SA 
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Romania finance ministry says sells 

449 mln lei of debt  

21-Nov-2019  
BUCHAREST, Nov 21 (Reuters) - Romania's 

finance ministry sold a more than planned 249 
million lei ($57.73 million) worth of 2031 

treasury bonds and the planned 200 million of 
one-year paper on Thursday, central bank 
data showed. 

Romania sold about 44 billion lei and 844.7 
million euros on the local market this year. It 
tapped foreign markets in March and July for 5 

billion euros of 2026, 2031, 2034 and 2049 
Eurobonds. 

 
($1 = 4.3132 lei) 
(Reporting by Radu Marinas) 
((radu.marinas@thomsonreuters.com; +40 21 527 04 
33; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Ukraine to change law on bank 

insolvency in bid for IMF loans  

19-Nov-2019  
By Natalia Zinets 
KIEV, Nov 19 (Reuters) - Ukraine is finalising 

changes to legislation on bank insolvency in 
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consultation with the International Monetary 
Fund as part of efforts by Kiev to secure a 

new loan programme, a senior state official 
told Reuters.  

Ukraine wants an IMF deal worth around $5 
billion-6 billion over three years to support its 
economy and signal to investors that the new 
government of President Volodymyr Zelenskiy is 
committed to reform. 

The IMF has sought reassurance that Ukraine 
will make a serious effort to claw back money 
from banks which have been rescued in bailouts 
or whose depositors have had to be 
compensated, a top central bank official said last 
week.  
It also wants to make sure that the 2016 

nationalisation of Ukraine's largest lender, 

PrivatBank, will not be reversed. 
Zelenskiy said on Nov 9 he would make "every 
effort to recover funds spent on compensation to 
the depositors of failed and nationalised banks" 
but the details of how the government would do 
this have not previously been reported. 
A deputy head of the State Guarantee Fund, 
which compensates the depositors of failed 
banks, told Reuters the proposed legislative 
changes would make it illegal for insolvent 
banks to return to their former owners. 

It would also shorten the often lengthy legal 
processes for resolving an insolvency dispute 
between the state and former owners. 
"We are currently finalising this bill with the 

participation of IMF experts," Viktor Novikov 
said.  
The IMF and central bank declined comment. 
Under current legislation, owners can challenge 
an insolvency decision in district courts and 
appeal courts that are widely seen as riddled 

with corruption. The process can take years and 
hampers the state's ability to sell banks' assets. 
Under a proposed new bill, which must be 
approved by parliament, insolvency disputes will 
go straight to the Supreme Court. "The bill 
envisages speeding up trial processes," Novikov 
said. 

The new legislation also stipulates no court can 
prevent the state from selling the assets of 

insolvent banks even if the insolvency were later 
found to be unlawful. Instead, the state could be 
ordered to pay compensation to the former 
owners.  
Banking reform is politically sensitive because 

Zelenskiy has longstanding business ties to Ihor 
Kolomoisky, PrivatBank's former owner.  
Between 2012 and October 2019 the authorities 
spent 89.3 billion hryvnia ($3.7 billion) on 
compensating depositors of failed banks, 
according to data from the State Guarantee 

Fund.  
The government has also spent 155 billion 
hryvnias ($6.4 billion) propping up PrivatBank, 

saying the lender had become insolvent due to 
shady lending practices under Kolomoisky's 
ownership. 
Kolomoisky vehemently disputes that and has 

challenged the nationalisation in court. Zelenskiy 
denies suggestions he is helping Kolomoisky win 

back control of PrivatBank or gain compensation. 

 
($1 = 24.1400 hryvnias) 
(Writing by Matthias Williams; editing by James 
Drummond) 
((matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Ukraine PM sees staff-level IMF 

agreement soon  

21-Nov-2019  
LONDON, Nov 21 (Reuters) - Ukraine’s Prime 

Minister Oleksiy Honcharuk said on Thursday 
he expected the government would soon 
reach a staff-level agreement with the 
International Monetary Fund (IMF).  

An IMF mission has been in Ukraine for a week 
as part of talks between Kiev and the fund to 

replace a $3.9 billion stand-by arrangement that 
expires in January. 
"The IMF mission is currently in Kiev and they 
are working closely with our government 
colleagues there," Honcharuk said during an 
appearance at think tank Chatham House in 
London. "I am sure the staff level agreements 
will be reached very soon."  

Ukraine wants an IMF deal worth around $5 

billion-6 billion over three years to support its 
economy and signal to investors that the new 
government of President Volodymyr Zelenskiy is 
committed to reform. 

 
(Reporting by Karin Strohecker 
Editing by Jonathan Oatis and Peter Graff) 
((peter.graff@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Moody's Says Changes Ukraine's 

Outlook to Positive from Stable, 

Affirms Caa1 Rating  

22-Nov-2019  
Nov 22 (Reuters) - Moody's:  
• Moody's says changes Ukraine's 
outlook to positive from stable, affirms CAA1 
rating 

• Moody's says first driver for change in 
Ukraine's outlook to positive is notable 
strengthening in foreign exchange reserves over 

course of 2019 
• Moody's says second driver for 
recommendation to change Ukraine's outlook to 
positive is Ukraine's improving macroeconomic 
stability 
• Moody's says affirmation of Ukraine's 
caa1 ratings reflects its significant external 

vulnerability 
• Moody's says has affirmed the ca rating 
on the $3 billion Eurobond that Ukraine sold in 
December 2013 

 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
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LATIN AMERICA AND 

CARIBBEAN 

 

Fitch Says Political Risk an Acute Issue 

for Latin America   Sovereign Ratings  

19-Nov-2019  
Nov 19 (Reuters) - Fitch 
• Fitch says political risk an acute issue 

for Latin America sovereign ratings 

• Fitch says heightened political volatility 
will have a direct short-term effect on growth in 
affected Latin America   countries 
• Fitch says changes in political dynamics 
Latin America could complicate policies 

necessary to stabilize rising debt or prompt shift 
that would add to debt 

• Fitch says political risks are incorporated 
as weakness in most Latin America ratings, 
restraining uplift in some, posing potential 
downward pressure in others 
• Fitch says should political instability 
hinder investment & confidence over medium 

term in Latin America, this would be significant 
risk to credit profiles 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Argentina 

Argentina´s president-elect tells IMF 

he has sustainable plan to repay debt  

20-Nov-2019  
SANTIAGO, Nov 19 (Reuters) - Argentina's 

president-elect, Alberto Fernandez, has a 
"sustainable" plan to meet creditor 
obligations as well as maintain growth, he 
told the International Monetary Fund´s 
managing director Kristalina Georgieva, his 
office said.  
On Tuesday, Fernandez told Georgieva there 
was no room for more fiscal adjustment due to 

an "enormously complex domestic economic 

situation", his office said in a statement.  
"We want to make a commitment that we can 
keep," the incoming Argentinian president 
added. 
The Fernandez camp statement said Georgieva 
told him she wanted to see Argentina leave 
behind "boom and bust cycles" to achieve a 

trajectory of sustainable growth. 
She added that she wanted to work with 
Fernandez to tackle dual issues of inflation and 
promoting growth, it said. 
In its statement, the IMF said Georgieva 
assured Fernandez, a Peronist elected last 
month, of the IMF´s "readiness to engage" 
with his government and work towards 

"paving the way for sustained growth and 
poverty reduction." 

 
(Reporting by Aislinn Laing; Editing by Clarence 

Fernandez) 
((Aislinn.Laing@thomsonreuters.com; +56 
223704250)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentina creditors jockey for lead 

ahead of $100 billion debt talks  

22-Nov-2019  
• Second group of Argentina 

bondholders being assembled 
• Several debt overhaul proposals 
circulating 
• No details of economic team under 
President Fernandez  
• New administration takes office on 
Dec. 10  

By Karin Strohecker, Marc Jones, Rodrigo 
Campos and Cassandra Garrison 
LONDON/NEW YORK/BUENOS AIRES, Nov 22 

(Reuters) - Several factions of Argentina's 

bondholders are jostling for influence ahead 
of restructuring talks with incoming president 
Alberto Fernandez as Latin America's third-
largest economy tries to avert a default, more 
than a dozen sources familiar with the 
process said.  

Argentina is once again buckling under the 
weight of its sovereign debts, which total around 

$100 billion, and Fernandez needs to urgently 
agree a deal with creditors to ease the burden 
and give his government space to try to revive 

the economy.) 
Several investors told Reuters they are growing 
increasingly annoyed by a lack of clarity on the 
plans of the new government, which is set to 

take over on Dec. 10. Fernandez has not yet 
named his economic team or said how he will 
deal with the debts, which have become 
painfully costly after a collapse of the peso. 
"The general frustration is how slow the 
incoming administration has been to name 

people and get the ball rolling," a source at a 
large fixed income investor that holds Argentine 
debt said, adding that with more clarity things 
could change "fairly quickly". 
Fernandez this week told the International 
Monetary Fund's (IMF) head Kristalina 
Georgieva he has a "sustainable" plan to meet 
creditor obligations as well as maintain 
growth, without giving details. 

A media representative for Fernandez did not 
immediately respond to a request for comment 
on Friday.  
A creditor committee of at least 20 members 
was formed last month as bondholders look for 
ways to avoid losses, which could reach tens of 
billions of dollars, on their holdings.  

A second group is now being assembled, led by 
U.S.-based emerging markets-focused 
investment manager Gramercy, three sources 
said, amid differences over the way forward.  

A third group of mostly hedge funds holding 
bonds restructured after a prior Argentine 

default was also being brought together, sources 
said.  
Gramercy has previous experience in Argentina, 
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where its distressed debt chief investment 

officer Robert Koenigsberger was involved in 

debt talks in 2009. 
Several bondholders said a range of proposals 
for bundling creditors were circulating, although 
some said they would rather stick to a larger 
single group controlling a bigger debt slice. 
The process of organising creditors is still in 

the early stages and it is not clear how much 
of Argentina's debt each grouping represents 
at this stage. 

Gramercy's proposal, which also involves 
emerging markets investment manager 
Macrosynergy Partners, has put together a 
number of possible scenarios, three sources 
familiar with the plans said. 

One of these includes an extension of maturities 

to ease the pressure on Argentina's struggling 
finances, but no write-down. 
"The group's preferred scenario is to get a five-
year extension, but there is no haircut," one of 
the sources said. 
The IMF says that until the new government 

sets an economic path it cannot decide if 
private creditor haircuts are needed to keep 
its $57 billion bailout programme in place. 

"In the absence of the whole macroeconomic 
strategy it is very hard to judge how their 
operation would lead to a sustainable debt 
position," Alejandro Werner, head of the 
Western Hemisphere Department at the IMF, 

said on Wednesday at an event in New York.  

"Once you have the policy proposals you can 
judge what kind of debt operation is consistent 
with those policies," he added. 
The last major default by Argentina in 2001 
tipped the country of 44 million people into 
years of recession and economic crisis from 

which it only emerged in 2015.  
Argentine bonds, almost 80% of which are 
denominated in foreign currency, were given a 
small lift by Fernandez's comments this week, 
but they are still trading at less than half their 
face value. 
And the peso is the world's worst performing 

currency this year, despite being propped up by 
capital controls put in place in September, 

weeks after Fernandez's shock victory in a 
primary election sparked financial market panic.  
 
(Reporting by Karin Strohecker and Marc Jones in 
London, Rodrigo Campos in New York and Cassandra 
Garrison in Buenos Aires; Editing by Alexander Smith) 
((karin.strohecker@thomsonreuters.com; 
+442075427262; Reuters Messaging: 

karin.strohecker.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bolivia 

Fitch downgrades Bolivia amid political 

instability  

22-Nov-2019  
Nov 21 (Reuters) - Global credit rating agency 

Fitch Ratings has downgraded Bolivia's 

ratings to 'B+' from 'BB-', citing 
macroeconomic risks, which have been 

intensified by the recent political and social 
instability in the country.  

The cut in Bolivia's long-term foreign currency 
issuer default rating comes as street violence in 
the country has killed 32 people since disputed 
elections in October. 
Evo Morales, the nation's long-term leftist 

leader, stepped down on Nov. 10 under pressure 
from security forces, protesters, civil groups and 
allies, after an international audit that found 
serious irregularities in the election count and 
cast doubt on his announced outright victory. 
Fitch's outlook on Bolivia remained negative, 
the agency noted, adding that it expects the 
economy's growth to slow to 2.5% in 2019 

from 4.2% in 2018. 
The fall in economic growth will be the result 
of the rapidly narrowing scope to sustain 
expansionary policies that have supported it 
in the past years, Fitch said on Thursday. 

Currently led by a caretaker government, Bolivia 
is grappling to mend stark divisions between 
supporters of Morales and his opponents seeking 
to move beyond his nearly 14-year rule. New 

elections are yet to be scheduled by the interim 
government. 
Having been granted asylum in Mexico, Morales 
has said he was toppled by a coup and has 
suggested he would return. 
 
(Reporting by Kanishka Singh in Bengaluru; Editing by 
Daniel Wallis) 
((Kanishka.Singh@thomsonreuters.com; +91 80 6749 

0021)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil's Guedes estimates primary 

deficit in 2019 below 80 bln reais  

18-Nov-2019  
BRASILIA, Nov 18 (Reuters) - Brazil's Economy 

Minister Paulo Guedes said on Monday that 
the government's primary budget deficit this 
year should come in at just below 80 billion 
reais ($19 billion). 

Speaking at a news conference in Brasilia, 

Guedes said that the government had resisted 
increasing pressure to abolish its spending cap, 
but will be able to reverse all the spending 
freezes announced earlier in the year so it could 
meet its fiscal targets. 
 
($1 = 4.2032 reais) 
(Reporting by Marcela Ayres 
Editing by Chizu Nomiyama) 

((anthony.boadle@tr.com +55 61 98204-1110; 
https://twitter.com/anthonyboadle)) 
(c) Copyright Thomson Reuters 2019. 
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Colombia 

Fitch Says Affirms Colombia at 'BBB'; 

Outlook Negative  

21-Nov-2019  
Nov 20 (Reuters) - Fitch: 
• Fitch says affirms Colombia at 'BBB'; 
outlook negative 

• Fitch says negative outlook on Colombia 
reflects continued risks to fiscal consolidation & 
trajectory of government debt 

• Fitch says negative outlook on Colombia 
reflects weakening of fiscal policy credibility & 
increasing external vulnerabilities 
• Fitch sees continued uncertainty about 

Colombia government's capacity to meet 2020 
budget targets & beyond without reliance on 
one-time measures 

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

Nicaragua 

Fitch Revises Nicaragua's Outlook to 

Stable   

22-Nov-2019  

Nov 22 (Reuters) - Fitch Ratings: 
• Fitch revises Nicaragua's outlook to 
stable; affirms IDR at 'B-' 

• Fitch says has affirmed Nicaragua's long-

term foreign currency issuer default rating (IDR) 
at 'B-' and revised outlook to stable from 
negative 
• Fitch says revision of Nicaragua's outlook 
reflects stabilization of central bank reserves and 
commercial bank deposits, other factors 
• Fitch says Nicaragua's political 

environment has stabilized after serious political 
violence in 2018, although significant downside 
risks remain 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Panama 

Panama places $1.3 bln in bonds on 

international market  

20-Nov-2019  

PANAMA CITY, Nov 19 (Reuters) - Panama has 

placed $1.3 billion in bonds on the 
international market, at the lowest rates it 
has received, Economy and Finance Minister 
Hector Alexander said on Tuesday. 

The money will be used primarily to pay interest 
on bonds due in January, he told a news 
conference. 

"We were able to make a $1.3 billion issuance 
that was really successful," Alexander said. 

The 10-year bonds came with an effective 

interest rate of 2.83% and the 30-year bonds 

with a rate of 3.6%. Those marked the lowest 
rates the country has received, Alexander said. 
Some of the money will also be used to help pay 
bonuses to retirees, he added. 
 
(Reporting by Elida Moreno; Editing by Clarence 
Fernandez) 

((Julia.Love@thomsonreuters.com, @byJuliaLove; 52 
(55) 5282-7131)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

 

Congo Republic 

Moody's Says the Republic of the 

Congo's Credit Profile Characterised By 

High Default Risk & Large Debt Burden  

22-Nov-2019  
Nov 22 (Reuters) - Moody's: 
• Moody's says the republic of the 
Congo's credit profile characterised by high 
default risk and large debt burden 

• Moody's, on republic of the Congo, says 
debt restructuring with china & signing of 
financing programme with IMF have been key 

credit positive steps 

• Moody's - stable outlook on republic of 
the Congo's rating reflects view that government 
will continue to try to restructure debts with 
commodity traders 
 
((Reuters.Briefs@thomsonreuters.com)) 

(c) Copyright Thomson Reuters 2019 
 
 

Kenya 

Moody's Says Kenya's Credit 

Challenges Include High Government 

Debt & Subdued Revenue  

22-Nov-2019  
Nov 22 (Reuters) - Moody's: 
• Moody's says Kenya's credit challenges 
include high government debt and subdued 
revenue 

• Moody's says Kenya’s strengths include a 
diversified economy, favourable growth 
prospects and resilience to shocks 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Morocco 

Moody's assigns Ba1 rating to 

Morocco’s euro-denominated bond  

20-Nov-2019  

RABAT, Nov 20 (Reuters) - Moody's on 
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Wednesday assigned a Ba1 rating with a 
stable outlook to the euro-denominated bond 

to be issued by the government of Morocco. 

Morocco has mandated Barclays, BNP Paribas, 
J.P. Morgan and NATIXIS to arrange meetings 
with fixed-income investors in Europe starting 
on Nov. 14 for a euro offering of 12- or 20-year 
maturity, according to a bank document seen by 
Reuters last week. 

Finance ministry officials have said the size of 
the bond, the country's first in four years, will be 
around 1 billion euros.  
Moody’s said the rating balances Morocco's 
macroeconomic stability and resiliency, along 
with its agenda to diversify into higher value-
added industries, against comparatively low 
per capita income and persisting structural 
rigidities in the labor market.  

Morocco has moderate exposure to event risk, 
emanating mainly from the rapid expansion of 
the country's biggest lenders into Sub-Saharan 
Africa, Moody's said. 
It added that “the banking system is well 
capitalized but remains exposed to concentration 
risks.” 
Ratings agency S&P in October upgraded 
Morocco’s outlook from negative to stable, 
while maintaining its BBB-rating.  

Government debt is expected to stand at 66.2% 
of gross domestic product in 2019, according to 
the Central Bank. 
Morocco’s economic growth is expected to slow 

to 2.7% in 2019 from 3% in 2018 after a lack of 

rainfall hit agricultural output, while the fiscal 
deficit is seen standing at 3.5% this year from 
3.7% last year.  
 
(Reporting by Ahmed Eljechtimi 
Editing by Sonya Hepinstall) 
((ahmed.eljechtimi@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Assigns Morocco's EUR Notes 

Final 'BBB-' Rating   

22-Nov-2019  
Fitch Ratings-Hong Kong-November 22: 
Fitch Ratings has assigned a final rating of 
'BBB-' to Morocco's (BBB-/Stable) EUR1 

billion 1.50%. 

The final rating is in line with the expected 
rating assigned on 18 November 2019. 
Key Rating Drivers 
The note rating is in line with Morocco's Long-
Term Foreign-Currency Issuer Default Rating of 
'BBB-' with a Stable Outlook. 

RATING SENSITIVITIES 
The notes' rating is sensitive to changes in 
Morocco's Long-Term Foreign-Currency IDR. 
On 11 April 2019, Fitch affirmed Morocco's Long-
Term Foreign- and Local-Currency IDRs at 'BBB-' 
with a Stable Outlook. 

 
Media Relations: Wai Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@thefitchgroup.com; 
Alanis Ko, Hong Kong, Tel: +852 2263 9953, Email: 
alanis.ko@thefitchgroup.com. 

Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved.  
 
 

Morocco issued first international bond 

in five years on Thursday-statement  

22-Nov-2019  
RABAT, Nov 22 (Reuters) - Morocco has issued 

an international bond of one billion euros, the 
Finance Ministry said on Friday, at a 1.5% 
interest rate and with a 12-year maturity.  

Demand for the bond, issued on Thursday and 
Morocco's first in five years, reached 5.3 billion 
euros from 285 investors, a ministry statement 
said.  
"This success confirms the trust enjoyed by 

Morocco among leading international financial 
institutions and ratings agencies," the 
ministry said.  

The bond was sold following a roadshow in Paris, 
Zurich, London, Frankfurt, Amsterdam and The 
Hague, it said.  
Morocco mandated Barclays, BNP Paribas, J.P. 
Morgan and NATIXIS to arrange the bond.  

Moody’s assigned on Wednesday Ba1 rating with 
a stable outlook to the Moroccan bond, while 
S&P in October upgraded Morocco’s outlook from 
negative to stable, while maintaining its BBB-
rating. 
 
(Reporting by Ahmed El Jechtimi, writing by Angus 

McDowall, Editing by William Maclean) 
((angus.mcdowall@thomsonreuters.com; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Nigeria 

Nigeria's excess crude account held 

$325 mln on Nov 20 -accountant 

general  

21-Nov-2019  

ABUJA, Nov 21 (Reuters) - Nigeria's excess 

crude account stood at $324.54 million as of 
November 20, the accountant general said on 

Thursday. 

Ahmed Idris gave the figure during a meeting of 
the country's National Economic Council. The oil 
savings account, which holds dollar reserves 
from sales of crude above the assumed 
benchmark price, contained $1.92 billion as of 
June 2018. 

The council also resolved to invest $250 million 
in the country's sovereign wealth fund and 
consider ways it can leverage a portion of the 
country's pension assets for co-investment with 

the fund. 
 
(Reporting by Felix Onuah 
Writing by Chijioke Ohuocha; Editing by Kirsten 

Donovan) 
((chijioke.ohuocha@thomsonreuters.com; +234 703 
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4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Nigeria's economy grew in Q3 after oil 

output rose to three year high  

22-Nov-2019  
By Chijioke Ohuocha 

ABUJA, Nov 22 (Reuters) - Nigeria's economic 

growth rose to an annual rate of 2.28% in the 
three months to the end of September after 
the production of its main export commodity, 
crude oil, rose to a more than three year high, 
the statistics office said on Friday. 

The economy, Africa's largest, expanded by 
0.17% in the previous quarter and 0.47% in the 

same period a year earlier. The country has 

struggled to shake off the effects of a 2016 
recession that ended the following year.  
Growth rates in Nigeria have been bouncing 
back this year, though from a low base, after the 
oil sector, which accounts for around two-thirds 
of government revenue and 90% of foreign 

exchange, shrugged off its negative performance 
in the first quarter.  
Crude production in the third quarter stood at 
2.04 million barrels per day, its highest since 
the first quarter of 2016, the statistics office 
said.  

Friday's data release comes ahead of the central 
bank's announcement of its main interest rate 

on Tuesday and days after the statistics office 

said annual inflation was at a 17-month high in 
October. 
Nigeria recorded the highest quarterly growth in 
September since the last quarter of 2018 as the 
oil sector rose 6.49%. The non-oil sector rose 
1.85% during the period. 

Razia Khan, chief economist for Africa and the 
Middle East at Standard Chartered, welcomed 
the oil sector performance but added that it 
raises concerns that Nigeria could come under 
more pressure to adhere to its OPEC quota.  
The non-oil sector is showing signs of recovery 
but is inadequate for Nigeria's potential, Khan 

said.  
"Given the hoped-for faster passage of the 2020 
budget, and efforts to boost private sector 
credit, we expect more of a recovery to emerge 
all-round in 2020," Khan said. 
The central bank has been trying to boost 
growth by forcing commercial banks to lend to 

stimulate the economy but it has also kept 
benchmark interest rates high and liquidity tight 
in a bid to support the currency and wade off 
inflation. 
The central bank has forecast growth of 3% for 
2019 while the IMF expects the year to finish off 

at 2.3%. 
 
(Reporting by Chijioke Ohuocha 
Editing by William Maclean and Frances Kerry) 
((chijioke.ohuocha@thomsonreuters.com; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 

 
 

South Africa 

S&P Says South Africa Outlook Revised 

to Negative on Worsening Fiscal and 

Debt Trajectory, Ratings Affirmed  

22-Nov-2019  
Nov 22 (Reuters) - S&P Global Ratings: 

• S&P says South Africa outlook revised 
to negative on worsening fiscal and debt 
trajectory; ratings affirmed 

• S&P says low GDP growth, upwardly 

revised fiscal deficits, and a growing debt 
burden are damaging South Africa's fiscal 
metrics 

• S&P says affirming long- and short-term 
foreign currency ratings on South Africa at 
'BB/B', local currency ratings at 'BB+/B' 
• S&P says South Africa's national scale 
ratings at 'ZAAAA/ZAA-1+' 

• S&P says unless South African 
government takes measures to control fiscal 
deficit, S&P views debt as unlikely to stabilize 
within 3-year forecast period 
• S&P says could lower South Africa's 
ratings if we observe continued fiscal 
deterioration, due to higher pressure on 

spending, rising interest costs 

• S&P says could also lower South Africa's 
ratings if economic performance weakened 
further or if external funding pressures were to 
mount 
• S&P says South Africa also has moderate 
external debt, in particular low levels of external 

debt denominated in foreign currency 
• S&P says could also consider lowering 
South Africa's ratings if rule of law, property 
rights, or enforcement of contracts were to 
weaken significantly 
• S&P says South Africa's economic growth 

remains well below most emerging market 
peers, on a per capita basis 
• S&P says could revise South Africa's 

outlook to stable if government credibly arrested 
rise in the net government debt-to-GDP ratio, 
controlled fiscal deficits 
• S&P says South Africa's economic 

performance has disappointed, depressed by low 
investment, power shortages, dry weather, and 
limited reform momentum 
• S&P says Eskom will likely be an 
enduring drain on South Africa's fiscal resources 
• S&P says consider South Africa's 
monetary flexibility, and the country's deep local 

currency financial markets to be significant 
credit strengths 
• S&P says tax collections have continued 

to disappoint in South Africa 
• S&P says revising outlook on South 
Africa to negative from stable 

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

Fitch: Club of AAA rated nations could 

grow for first time in nearly a decade  

19-Nov-2019  
LONDON, Nov 19 (Reuters) - Ratings agency 

Fitch said on Tuesday it expected the number 
of countries holdings its coveted top notch 

'AAA' rating could expand for the first time in 
nearly a decade in 2020, with both Austria 
and Finland in line for a possible upgrade.  

The two AA+ rated sovereigns have been on 
'Positive Outlook' since 2018, Fitch said in its 
latest report. 

"They would be the first Fitch-rated sovereigns 
to regain their 'AAA' ratings," the agency added.  

Around the globe, 75% of sovereign rating 
outlooks were stable, the firm added, though 
pointed to regional differences where Latin 
America accounted for a "disproportionate share 
of negative outlooks".  
A number of countries in the region have 
suffered a tumultuous year with Venezuela 

tumbling deeper into its economic crisis and 
Argentina looking in line for another debt 
overhaul.  
"The Middle East and Africa has more Negative 
than Positive Outlooks, but by a smaller margin 

than at any time since 2014," the report found.  
Fitch also predicted governments could 

deliver more fiscal and monetary stimulus into 
the system to counter a slowing world 
economy, but would not be able to fully 
counter the fallout from the trade war.  

"In addition to directional changes in debt, 
ratings could be affected by the degree to which 
sovereigns have - and draw upon - fiscal space," 
it added.  
 
(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.  
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