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ASIA 
  

China 
 

China local bond issuance hits $239 bln 

in Jan-July, over 78% of annual quota  

22-Aug-2019  

 China allows more local bond issuance to 
boost economy 

 Jan-July net local issuance at 1.69 trln 
yuan  

 Annual quota likely to be met by end-Sept 

 Local govts may be allowed to issue more 
bonds spur investment 

BEIJING, Aug 22 (Reuters) - China's local 

governments issued a net 1.69 trillion yuan 

($238.5 billion) in special bonds in the first 
seven months of the year, the finance 
ministry said on Thursday, accounting for 
78.4% of the annual quota. 

Beijing is trying to spur more regional 
infrastructure investment to support the 
economy as the U.S.-China trade war drags on, 
weighing on its vast manufacturing sector and 
hurting business confidence. 

But construction activity so far has been more 
modest than expected, raising expectations 
policymakers will need to roll out additional 
growth boosting measures.  
The central government has announced a quota 
of 2.15 trillion yuan for local governments to sell 

special bonds this year to fund road, rail and 
water projects and other civic works. 
In July alone, net issuance of such bonds totaled 
299.7 billion yuan, the ministry said in a 
statement on its website. 

China has accelerated bond issuance in recent 
months in order to fill the full-year quota by the 

end of September. 
Policy insiders have said local governments may 
be allowed to sell more bonds in the fourth 
quarter, but this could only be considered if the 
economy continues to falter and more funds are 
needed to keep projects going once the quota is 
used up.  

"We should appropriately increase the size of 
special bond issuance to help boost 

infrastructure investment and stabilise economic 
growth," Wen Bin, chief economist at Minsheng 
Bank in Beijing. 
Infrastructure investment rose 3.8% in the first 
seven months from a year earlier, slowing from 

4.1% in the first half despite massive local bond 
issuance. 
Weighed down by weak demand at home and 
abroad, China's economic growth slowed to a 
near 30-year low of 6.2% in the second quarter, 
and activity stumbled more sharply than 
expected in July, with industrial output growth 

cooling to a more than 17-year low.  
($1 = 7.0862 Chinese yuan renminbi) 
 
(Reporting by Beijing Monitoring Desk, Stella Qiu and 
Kevin Yao; Editing by Simon Cameron-Moore & Kim 
Coghill) (( yifan.qiu@thomsonreuters.com ; 86-10-
66271289; )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

 

China's local govts issue net $238 bln 

in special bonds in Jan-July  

22-Aug-2019  
BEIJING, Aug 22 (Reuters) - China's local 

governments issued a net 1.69 trillion yuan 
($238.49 billion) in special bonds in the first 
seven months of the year, the finance 
ministry said on Thursday. 

For July alone, net issuance of the bonds totaled 
299.7 billion yuan, the ministry said in a 
statement on its website. 
Beijing has announced a quota of 2.15 trillion 
yuan for local governments to sell special bonds 
this year to fund infrastructure projects, as 
policymakers try to shore up the slowing 

economy. 

($1 = 7.0862 Chinese yuan renminbi) 
 
(Reporting by Beijing Monitoring Desk; Editing by 
Simon Cameron-Moore)  
(( yifan.qiu@thomsonreuters.com ; 86-10-66271289; 
)) (c) Copyright Thomson Reuters 2019.  
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China bonds stand out in a low-yield 

world Analysis  

20-Aug-2019  
China's bond and stock markets have 
traditionally been the domain of the brave - or 

the foolish. 
But as the global hunt for yield becomes more 
frenzied and Beijing eases stock margin 
lending rules, China's fatter yields and the 
possibility of a reinvigorated stock market 
contrast sharply against beaten-down yields 
and elevated stock markets in the West. 

Let's take a look at bonds first. China's bonds 
have underperformed the rally in developed 
markets that has helped steer yields in the US, 

Europe and Australia to new lows. While US 10-
year bonds are yielding a paltry 1.58 per cent, 
China's 10-year is offering a far juicier yield of 
3.02 per cent. 
But absolute yields tell only part of the story. 

The underperformance of the Middle Kingdom's 
bonds is also reflected in the widening spread 

between China's 10-year bond yield and the US 
10-year bond yield. 
The spread has blown out to more than 140 
basis points, a yawning gap to the 60 basis 
points spread at the start of the year. A quick 
look at a chart of the spread over the past five 

years shows that a gap of 150 points has 
typically been a turning point for the market, 
with the spread having tightened back to a low 
of around 50 basis points. 
Of course, history is not a predictive science. It's 
hard to predict the course of any market, let 
alone China, at a time of massive uncertainty 

about the trajectory of growth given the trade 
war hostilities between Washington and Beijing. 

Additionally, the weakness in the yuan, and the 
prospect of more to come, does hurt the case for 
investing in China. 
But it's important to bear in mind that some of 
Europe's financially suspect economies - such as 

Spain and Italy - trade under US yields, while 
Greece's 10-year bonds were yielding a smidgen 
under 2 per cent on Tuesday. 
DBS Group's rate strategist Eugene Leow makes 
the case for China's government bonds being 
cheap. He argues that the widening in the 

spread with the US looks "counterintuitive" given 
China's economic data has shown more 
weakness than that emanating from the US. He 
adds that targeted monetary policy easing could 
be in the offing, which "could spark more 
sizeable capital gains in govvies", and even 

without a rally the coupons on the bonds should 

be "sufficiently attractive". 
The weekend changes to how the loan prime 
rate is calculated point to Beijing's desire to 
lower rates and improve the transmission of 
monetary policy in the world's second-largest 
economy. The desire for lower rates was 
underscored when the People's Bank of China 

unveiled yesterday its inaugural loan prime rate 
calculated off the medium term facility: it was 
4.25 per cent, or six basis points lower than how 

it was previously calculated. 

China's stockmarket could also find support from 
a review of margin lending regulations. Some of 
the key changes include an expansion of the 

number of shares subject to margin financing 
and securities lending to 1600 from 950, and a 
cut in the refinancing rate. As noted by CCB 
International's financials analyst Lawrence Chen, 

previous cuts to the refinancing rate in August 
2014 and March 2016 came just before bull 
runs. 
But investors should be wary. The margin-
fuelled surge in Chinese stocks in 2014 and in 
early 2015 was followed by a dramatic collapse 

in the market, one that stoked capital outflows 
and tested Beijing's ability to contain the mess. 
Chinese stocks have performed well this year 
when compared with other markets. The 
Shanghai Composite is up 15.6 per cent, while 
the CSI300 (which includes stocks listed in 
Shanghai and Shenzhen) is up 26 per cent 

against a gain of 14 per cent and 17 per cent 
respectively for the S&P/ASX200 Index and the 
S&P500 Index. 
The laggard has been Hong Kong - up only 3 per 
cent this year - for obvious reasons. While the 
political turmoil has scared off some investors, 
mainland Chinese have been buying, according 

to data showing increased "southbound" flow 
from buyers seeking to protect themselves from 
the falling yuan (the Hong Kong dollar is pegged 
against the US dollar) and cheaper valuations. 
The premium of A-share stocks (or those listed 
in China) over H-share stocks (those listed in 

Hong Kong) rose to over 130 per cent for the 
first time since early 2018. 
In the case of Hong Kong, investors are hoping 
that fortune favours the brave. They same could 

be said about all of China's markets, where 
prospective reward comes with an ample dash of 
risk. 
  
Copyright © 2019 Fairfax Information and Learning 
Company; All Rights Reserved. 
 
 
 
 

India 
 

India Bonds Fall For Third Week On 

Fiscal Concerns, Rupee Plunge  

23-Aug-2019 
By Dharam Dhutia 

NewsRise 
MUMBAI (Aug 23) -- Indian government bonds 

fell for the third consecutive week on rising 

concerns over fiscal slippage, while the 
rupee’s plunge for a seventh straight week 
also weighed on investor appetite. 

The benchmark 7.26% bond maturing in 2029 
ended at 104.75 rupees, yielding 6.57%, in 
Mumbai, against 104.83 rupees and a 6.56% 
yield yesterday. The benchmark yield rose three 
basis points this week, after rising by a 

mailto:Publicdebtnet.dt@tesoro.it
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cumulative 19 basis points in the last two weeks. 

The Indian rupee posted its biggest losing streak 
in nearly four years this week, as the Chinese 
yuan plunged to multi-year lows. The currency 

ended at 71.66 to dollar. 
“There is some nervousness regarding a fiscal 
stimulus package, while a sharp depreciation in 
the rupee weighed on appetite,” said Anoop 

Verma, vice president, treasury at DCB Bank. 
“Going forward, we don’t think the government 
will announce a significant number as a 
stimulus, which should keep yields in the 
6.40%-6.60% band as the yield spread looks 
pretty attractive at these levels. 

Bond market traders turned cautious as 
speculation that the government will announce a 
fiscal stimulus package to support sagging 
domestic growth gained strength.  
India’s GDP growth had fallen to five-year low of 
5.8% in January-March, and Nomura expects 
the growth to fall further to 5.7%. ANZ Research 

and Morgan Stanley have also revised downward 
their GDP forecast for this year to 6.2% and 
6.3% respectively from 6.8% in 2018-19. 
Moody’s today lowered India’s growth forecast 
for calendar year 2019 by 60 basis points to 
6.2%. 
Economic growth in the first quarter of this fiscal 

year is likely to be between 5.5% and 6%, 
Subhash Garg, the power secretary and former 
finance secretary, said yesterday. 
India’s rate-setting panel had cut rates by 35 
basis points in August to a nine-year low of 
5.40%, and its members have suggested more 

rate cuts to bolster domestic demand. The MPC 
has already cut the policy rate by 110 bps in 
2019 and a further 40-basis-points cut is widely 
expected till March. 

Sentiment for the benchmark note was also 
impacted as its outstanding jumped sharply after 
the government issued over 140 billion rupees of 

this note in its switch operation. The current 
outstanding stands at 1.10 trillion rupees, while 
the government typically stops issuing a note 
once the outstanding reaches 1.20 trillion 
rupees. 
Meanwhile, the Reserve Bank of India’s board is 
likely to meet on Aug. 26 and discuss the report 

on its economic capital framework, a 
government official said. The expert panel to 
review the central bank’s economic capital 
framework will submit its report in a couple of 
days, an official told NewsRise on condition of 
anonymity. 

Market participants await a speech from U.S. 
Federal Reserve Chairman Jerome Powell later 

today in Jackson Hole, Wyoming for his view on 
where rates should be headed. 
The benchmark Brent crude contract was down 
0.13% at $59.84 per barrel. 
 
By Dharam Dhutia; dharam.dhutia@newsrise.org; 91-
22-61353308 
Edited By Sunil Nair 
Send Feedback to feedback@NewsRise.org 

Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 

 
 
 

 

What prompts India buying more US 

Treasuries  
22-Aug-2019  
India's central bank is buying more US 

Treasuries of late in a reversal of its earlier 
strategy, using its reserves of foreign 
exchange to enhance the stock of the world's 
most liquid sovereign bonds. 
Between February and June this year, Mint 
Street net invested $18.4 billion in US 
Treasury papers. 

"US treasuries are an obvious portfolio choice, 
given that in the universe of investible and 
highly liquid sovereign bonds, they offer the best 

yield currently, " said Gaurav Kapur, chief 
economist at IndusInd Bank. "The stock of top 
rated government securities trading at negative 
yield is increasing rapidly." 

In June, Mint Road invested $5.8 billion in US 
Treasury securities, with India's investment 
hitting a record high at $162.7 billion, 

Bloomberg data showed. 
"The RBI's decision to increase its holdings of US 
Treasuries in June is also driven by the need to 
optimize on the return on its growing foreign 
currency assets, " Kapur said. 
With US treasury yields falling substantially in 

August, the RBI's bets on US bonds may lead to 
decent gains. "Among the multiple reasons for 
RBI to invest in US Government bonds might be 
an expectation of Fed rate cuts, leading to 
valuation and realised gains" said Saugata 
Bhattacharya, chief economist Axis Bank." Also, 
its gold purchase, in line with many other central 

banks, might be a hedge against this drop in 
yields, as a safe haven asset in the event of 

financial market volatility, and generally to 
improve risk adjusted returns." 
The Reserve Bank has also been buying gold 
from the open market over the last 18-19 
months. It has bought close to $ 2 million troy 

ounce worth gold since November 2017. 
Since April 23, the US benchmark Treasury yield 
has fallen about 100 basis points, pushing prices 
up. 
Globally, government bonds worth $16 trillion 
were trading in negative yields, meaning that 

investors have to pay for the privilege of owning 
sovereign debt. Germany, Japan, the 
Netherlands and Sweden are among those 
countries yielding negative interest rates. 
Germany failed to meet its 2-billion euro target 
($2.2 billion) for the auction of notes maturing in 

next 30 years. 

"Although we may talk of a 'new world order', 
there is no real challenge to the US Dollar as the 
reserve currency at this point of time, " said 
Joydeep Sen, consultant with PhillipCapital India 
at the fixed income desk. "Yields on US 
Treasuries have eased, but with USD 16 trillion 
of government bonds globally sitting in negative 

yields, this is at least giving positive returns." 
Between January 4 and July 5, India's forex 
reserves increased more than 8% to $400.8 

mailto:Publicdebtnet.dt@tesoro.it
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billion, show data from RBI. 

India is now the 13th largest investor in US 
Treasuries, ahead of South Korea, Germany, 
France, Thailand, Mexico, and Singapore. 
 
For Reprint Rights: timescontent.com 
Copyright (c) 2019 BENNETT,COLEMAN & CO.LTD. 
 
 
 
 

Indonesia 
 

Indonesia raises 8 trln rupiah from 

Islamic bonds auction, matches target  

20-Aug-2019  
JAKARTA, Aug 20 (Reuters) -  
Indonesia raised 8 trillion rupiah ($561.01 
million) in a biweekly Islamic bond auction on 
Tuesday, matching the indicative target, 
according to the financing and risk 
management office at the finance ministry. 

The weighted average yields of project-based 
sukuk sold on Tuesday were lower compared 
with yields of comparable sukuk at the previous 

auction on Aug. 6.  
Total incoming bids were 21.4 trillion rupiah. 
($1 = 14,260.0000 rupiah) 
 
(Reporting by Tabita Diela; Editing by Subhranshu 
Sahu) ((tabita.diela@thomsonreuters.com; 
+622129927621; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

 

Indonesia finmin wants to cut foreign 

holdings of govt bonds to 20%  

20-Aug-2019  
By Maikel Jefriando 
JAKARTA, Aug 20 (Reuters) - Indonesia's 

finance minister said on Monday she wants to 
reduce foreigners' holdings of government 

bonds over the near term to 20% from almost 
40% currently. 
Government data dated August 15 showed 
non-resident investors held 38.5% of the total 
Rp2,613.6trn (US$184bn) worth of tradable 
sovereign bonds. 

The high ownership level has at times been a 
source of volatility in Indonesia's financial 
markets, especially during times of heightened 

risk aversion when foreign investors seek to 
return to safe-haven assets. 

"The bigger our domestic (investor) base, the 
more stable it would be because they 
understand our market condition," Sri Mulyani 
Indrawati told reporters. 
"We hope to reach 20% in the near future and 

that involves a lot of promotions to new 
investors," Indrawati said, adding that her 
ministry relies on rising demand from 
Indonesia's growing middle class. 
 
(Reporting by Maikel Jefriando; Writing by Gayatri 
Suroyo; Editing by Sam Holmes) 

(( Krishna.Merchant@thomsonreuters.com ; +65 
64174544; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

 
 
 

Lebanon 
 

Fitch, S&P ratings are reminder of need 

for Lebanon reforms  

23-Aug-2019  
Aug 23 (Reuters) - Lebanon will overcome 

crisis and has committed to reforms, the 
finance minister told Reuters after Fitch 
downgraded the country's credit rating to CCC 
while S&P affirmed it at B-/B on Friday. 

Ali Hassan Khalil said the ratings reports served 

as a reminder of the utmost need for the 

government to work on enacting reforms. "There 
should be no slacking for a single moment," he 
said. 
Lebanese leaders have warned of financial crisis 
without reforms and the government is seeking 
to put public finances on a sustainable path after 

years of backsliding.  
 
(Reporting by Ellen Francis in Beirut 
Editing by Chris Reese) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

 

Lebanon to get "grace period" before 

S&P credit rating downgrade  

22-Aug-2019  
BEIRUT, Aug 22 (Reuters) - S&P Global has told 

Lebanon's central bank governor and finance 
minister it will allow a six-month grace period 
before deciding whether or not to downgrade 
the country's sovereign credit rating, 
Lebanese daily al-Akhbar said on Thursday 
without citing sources.  

Parliament Speaker Nabih Berri was quoted as 
saying on Wednesday he had a "positive" feeling 
over a rating report due this week though he 
had no information about it. (Full Story) 
Reuters could not immediately reach Lebanese 
officials for comment on the report on Thursday.  
Lebanon is saddled with one of the world's 

heaviest public debt burdens, at 150% of GDP, 
and blighted by years of low economic growth. 

The government now seeks to put public 
finances on a sustainable path by launching 
reforms it has long put off. 
But markets have been pricing in the risk of a 
sovereign credit rating downgrade in recent 

days. 
The S&P review of Lebanon is due to come out 
on Friday. Fitch Ratings is also expected to 
release a report this week, though it has not 
said when. An S&P spokeswoman said on 
Wednesday it does not comment on future 

mailto:Publicdebtnet.dt@tesoro.it
mailto:tabita.diela@thomsonreuters.com
mailto:Krishna.Merchant@thomsonreuters.com
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ratings actions.  

"In a phone call, Standard & Poor's officials 
notified Lebanon's Central Bank Governor Riad 
Salameh and Finance Minister Ali Hassan Khalil 

that the agency has decided to give Lebanon the 
grace period requested," al-Akhbar said without 
citing sources. It said S&P would re-evalute the 
rating after six months.  

Berri also told some MPs on Wednesday that 
Lebanon may get "an extra opportunity for the 
sake of correcting the path" due to positive 
indications - an apparent reference to factors 
including cabinet resuming its sessions after a 
political row. 

Dollar-denominated bonds issued by Lebanon's 
government dropped to new lows earlier this 
week on concerns about the risk of a downgrade 
by S&P Global. (Full Story) 
At the start of March, mounting worries about 
Lebanon's finances saw S&P put the country's B- 
rating, already a non-investment grade rating, 

on a negative outlook. Moody's downgraded 
Lebanon's rating to Caa1 in January. 
Goldman Sachs, in an Aug. 16 week ahead note, 
said "the steady deterioration in Lebanon's FX 
liquidity position indicates a likely downgrade to 
CCC (by S&P), which would bring the ratings in 
line with those of Moody's". 
 
(Reporting by Ellen Francis 
Editing by Raissa Kasolowsky) 
(( Ellen.Francis@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Philippines 
 

Philippines plans to build up 

infrastructure spending in 2020 budget  

20-Aug-2019  
MANILA, Aug 20 (Reuters) - The Philippine 

government on Tuesday put to Congress a 
proposed 2020 budget that lifts spending 
12% from a year earlier and makes a push to 

deliver on plans to slash poverty, boost 
education and transform the country's 
decrepit infrastructure. 

Smooth passage is crucial for President Rodrigo 
Duterte, who has three years of his term 
remaining, to make progress on his key policy 
promises, helped by momentum from mid-term 
elections in May that his allies won 

overwhelmingly. 

Total proposed spending is 4.1 trillion pesos 
($78.2 billion), compared with 3.662 trillion 
pesos in the budget approved for this year. 
A statement on budget plans provided to media 
on Tuesday only covered spending plans, there 
was no mention of targets for total revenue and 

tax collection in 2020. In July, the government 
said its fiscal deficit target for 2019-2022 was 
for an average of 3.2% of gross domestic 
product. 
In line with Duterte's "Build, Build, Build" 

initiative that seeks to modernise highways and 

urban rail projects as well as upgrade airports 
and seaports, the largest chunk of spending - 
972.5 billion pesos, or 24% - is for infrastructure 

development. 
This is followed by 536.7 billion pesos for human 
capital development including education and 
health and 483.2 billion pesos for security, which 

covers military and police. 
It also follows his plans to improve schools and 
healthcare and to boost salaries and better equip 
police and the armed forces. Overall, the 
proposed defence budget is nearly 40% more 
than what was approved for 2019. 

Horse-trading by the previous Congress caused 
a costly delay of at least four months in the 
passage of this year's budget. That was a factor 
in annual economic growth in April-June falling 
to 5.5%, the weakest pace in 17 quarters. The 
proposed budget more than doubles spending in 
2020 for the transport department while a 69% 

increase from a year earlier is sought for the 
health department. 
 
($1 = 52.41 Philippine pesos) 
 
(Reporting by Neil Jerome Morales; Editing by Martin 
Petty and Richard Borsuk) 
(( neiljerome.morales@thomsonreuters.com ; +632 
8418914; )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 
 

 

Saudi Arabia 
 

Saudi Arabia sells 2.3 bln riyals in 

sukuk monthly issuance  

22-Aug-2019  
RIYADH, Aug 22 (Reuters) - Saudi Arabia sold 

2.3 billion riyals ($613 million) in sukuk, or 
Islamic bonds, in its local monthly issue for 
July, the Finance Ministry said on Thursday. 

The debt sale was split into three tranches of 1.4 
billion riyals due in 2024, 258 million riyals due 
in 2028 and 588 million maturing in 2034. 
($1 = 3.75 riyals) 
($1 = 3.7503 riyals) 
 
(Reporting by Hadeel Al Sayegh; Editing by Saeed 
Azhar) 
(( marwa.rashad@thomsonreuters.com ; 
+966114868476; Reuters Messaging: 
marwa.rashad.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

 

South Korea 
 

S.Korea to propose 9.2% spending 

mailto:Publicdebtnet.dt@tesoro.it
mailto:neiljerome.morales@thomsonreuters.com
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increase in 2020 budget to support 

growth 

23-Aug-2019  

SEJONG, South Korea, Aug 23 (Reuters) - South 

Korea's finance minister said on Friday the 
government would propose to increase 
spending by 9.2% in next year's budget to 

shield Asia's fourth-largest economy from 
growing risks. 

Hong Nam-ki told reporters at a briefing that the 
government was working on a budget of about 
513 trillion won ($423.5 billion) for next year 
after considering the downside risks to growth 
and long-term fiscal conditions. 
It would be a 9.2% spending increase from this 

year's annual budget, excluding an extra budget 
introduced later in the year. 
The government is due to submit its budget bill 
by early next month to parliament for approval. 
Hong also said the government's decision on 
Thursday to end a military intelligence-sharing 

agreement with Japan could make it difficult for 

the two countries to settle trade disputes. 
($1 = 1,211.2000 won) 
 
(Reporting by Joori Roh, Writing by Choonsik Yoo; 
editing by Darren Schuettler) 
(( choonsik.yoo@thomsonreuters.com ; +822 6936 
1464; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

EUROPE 

 

Bosnia 
 

Bosnia's Serb Republic sells 36.4 mln 

marka (18.6 mln euro) of 7-yr T-notes  

19-Aug-2019  
BANJA LUKA (Bosnia and Herzegovina), August 
19 (SeeNews) - Bosnia's Serb Republic sold 

36.4 million marka ($20.6 million/18.6 million 
euro) worth of seven-year Treasury notes at 

an auction on Monday, the Banja Luka Stock 
Exchange said. 

The government paper was sold at 103.9% of 
par, with the weighted average yield falling to 
1.90% from 2.49% at the last auction of seven-
year T-notes held on May 20, the Banja 
Luka bourse said in a notice. 
The issue carries a coupon of 2.50%, lower than 

the coupon of 3.50% of the issue auctioned on 

May 20. 
Coupon payments are due yearly. Principal of 
the issue is payable at maturity. 
The Serb Republic is one of two autonomous 
entities forming Bosnia. The other one is the 

Federation. 
(1 euro = 1.95583 marka) 
 
Copyright 2019 SeeNews. All rights reserved. 
 
 

 
 

Bulgaria 
 

Bulgaria to auction 102.3 mln euro of 

20-yr T-bonds on Aug 26  

20-Aug-2019  
SOFIA (Bulgaria), August 20 (SeeNews) - 
Bulgaria will seek to raise 200 million levs 
($115.4 million/102.3 million euro) by 
reopening а 20-year Treasury bond issue due 
in June 2039 at an auction scheduled for 
August 26, the Bulgarian National Bank (BNB) 
said. 

The bonds carry an annual coupon of 1.50% 

with interest payments due semi-annually, the 
central bank said in a statement on Monday. 
Bulgaria raised 100.6 million levs at a weighted 
average annual yield of 1.60% at the first 

auction of the issue in June, and a further 200 
million levs after reopening the issue in July, at 

a weighted average annual yield of 1.52%. 
(1 euro=1.95583 levs) 
 
Copyright 2019 SeeNews. All rights reserved. 
 
 
 

Croatia 
 

Croatia to sell 200 mln kuna (27 mln 

euro), 40 mln euro of 1-yr T-bills on 

Aug 27  

23-Aug-2019  

ZAGREB (Croatia), August 23 (SeeNews) -
Croatia's finance ministry will offer 40 million 
euro ($44.2 million) worth of one-year 
Treasury bills and 200 million kuna ($29.9 
million/27.1 million euro) of one-year T-bills 
at separate auctions on August 27, it said. 

Both issues will mature on August 27, 2020, the 
ministry said in a statement on Thursday. 
The ministry last held an auction of one-year 

kuna-denominated T-bills on August 20 when it 
sold 1.2 billion kuna worth of government 
securities, above the 800 million kuna target. 
The yield on the issue stood at 0.08%, 
unchanged from the previous auction of one-
year T-bills held on June 26. 
Croatia last issued euro-denominated one-year 

T-bills on May 21 when the finance ministry sold 
16 million euro worth of government securities, 

above its 10 million euro target. The yield was 
zero percent, unchanged from the previous such 
auction held in December 2018. 
(1 euro = 7.38825 kuna) 
 
Copyright 2019 SeeNews. All rights reserved. 
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Croatia to offer 200 mln HRK, 40 mln 

EUR in T-bills next week  

22-Aug-2019  

ZAGREB, Aug 22 (Reuters) - Croatia's Finance 

Ministry said on Thursday it would offer 200 
million kuna ($30.01 million) and 40 million 
euros ($44.33 million) worth of bills at two 

separate auctions next week. 

On Aug. 27, the ministry will offer one-year 
paper denominated in both currencies.  
It also occasionally offers three- and six-month 
bills, including at this week's auction, where the 
ministry surpassed its overall target. The 
benchmark overnight rate on the local money 

market was quoted at 0.29 percent on Thursday, 
and the one-year rate at 0.47 percent. Daily 
market rates change at 0900 GMT. 
($1 = 6.6655 kuna) 
($1 = 0.9023 euros) 
 
(Reporting by Igor Ilic; Editing by Kirsten Donovan) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

 

Croatia sells 1.2 bln kuna (160.8 mln 

euro) of T-bills, above target  

20-Aug-2019 ZAGREB (Croatia),  
August 20 (SeeNews) - Croatia's finance 

ministry sold close to 1.2 billion kuna ($178.3 
million/160.8 million euro) worth of six-
month and one-year Treasury bills at an 
auction on Tuesday, above its 900 
million kuna target, it said. 

The yield on the six-month issue fell to 0.05%, 

from 0.06% at the last auction of six-month T-
bills held in February, while one-year T-bills 
yielded 0.08%, unchanged in comparison with 

the last auction held in June, the finance 
ministry said in a statement. 
The six-month T-bills auctioned on Tuesday will 
mature on February 20, 2020, while the one-
year issue will mature on August 20, 2020. 
(1 euro = 7.38706 kuna) 

 
Copyright 2019 SeeNews. All rights reserved. 
 
 
 
 

Czech Republic 
 

Czechs to offer up to CZK 10 bln in 

local-currency bonds in September  

19-Aug-2019  

PRAGUE, Aug 19(Reuters) - The Czech Finance 
Ministry will offer up to 10 billion crowns 
($430.72 million) worth of crown-
denominated government bonds and up to 
100 million euros ($111.00 million) worth of 
euro-denominated bonds in domestic auctions 
in September, it said on Monday. 

The ministry confirmed the maximum expected 
nominal value of bonds sold in auctions in the third 
quarter was planned at 50 billion crowns. 
The ministry added it would not offer short-term 
Treasury bills in the month. 

($1 = 23.2170 Czech crowns) 
($1 = 0.9009 euros) 
 
(Reporting by Jason Hovet)  
((prague.newsroom@thomsonreuters.com)(+420 224 
190 477)(Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net)) 
 
 
 
 

Hungary 
 

POLL-Hungary central bank to keep 

rates steady; next hike may be beyond 

2020  

22-Aug-2019  

 Bank holds next policy meeting on Aug 27 

 Base rate seen at 0.9%, O/N deposit rate 
at -0.05% 

 Expectations for O/N depo rate hike in 
2020 pared back 

BUDAPEST, Aug 22 (Reuters) - The National 

Bank of Hungary is widely expected to keep 
interest rates unchanged next Tuesday, and a 
decline in local inflation and a dovish turn by 
global central banks may enable it to put off 
its next rate increase until after 2020. 
All 16 analysts in an Aug. 21-22 Reuters poll 
said the NBH would leave its base rate at 0.9% 
at its Aug. 27 meeting. All 13 economists who 

gave a forecast for the overnight deposit rate 
said it would remain minus 0.05%. 

The bank has said its base rate would remain 
unchanged for the foreseeable future and any 
necessary adjustment of monetary conditions 
would be implemented through changes in the 
overnight deposit rate or tools designed to 

adjust market liquidity. 
The NBH raised the overnight rate by 10 basis 
points in March in what it called a "one-off" 
move justified by inflation trends. 
In the July poll, economists forecast Hungary's 
overnight deposit rate would return into positive 
territory some time next year, with about 10 

basis points of increases pencilled in. 
However, the current median projection of six 
analysts who gave a forecast for the overnight 
deposit rate next year shows no change from 
minus 0.05%. 

"We had previously expected a very slow 

increase in interest rates next year. However, 
this could be postponed due to the changes in 
the global environment," said Eszter Gargyan, 
an economist at Citigroup. 
"There could be a dovish turn in September, 
when the bank issues its revised inflation 
forecasts and they will also want to see how the 

European Central Bank moves. The August 
statement may contain a very mild indication of 
this dovish shift." 

mailto:Publicdebtnet.dt@tesoro.it
mailto:igor.ilic@thomsonreuters.com
mailto:prague.newsroom@thomsonreuters.com
rm://mirka.krufova.thomsonreuters.com@reuters.net/?message=
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The Federal Reserve, which sets the tone for 

monetary policy globally, cut rates by 25 basis 
points at its last meeting, but was anything but 
unanimous on how to respond to slowing growth 

in the U.S. economy. 
The European Central Bank is widely expected to 
cut rates by at least 10 basis points when it 
meets next month and may flag a fresh round of 

asset purchases to boost economic growth and 
below-target inflation in the euro zone, 
Hungary's main trading partner. 
Hungarian core inflation, which hit the top of the 
NBH's 2% to 4% target range in May, retreated 
to 3.7% by July. Last month, the bank said data 

since its June meeting confirmed its view of an 
expected decline in inflation from the end of this 
year. 
"The increasingly dovish external backdrop and 
soft domestic CPI developments recently are 
lending the National Bank of Hungary a helping 
hand to justify continued monetary 

accommodation in Hungary," Mai Doan, an 
economist at Bank of America Merrill Lynch, said 
in a note. 
 
(Reporting by Gergely Szakacs and Marton Dunai; 
editing by Larry King) 
((gergely.szakacs@reuters.com ; 
https://twitter.com/szakacsg ; +36 1 882 3606; 
https://www.reuters.com/journalists/gergely-szakacs 
)) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

Montenegro 
 

Montenegro sells 24 mln euro in 182-

day T-bills  
20-Aug-2019  

PODGORICA (Montenegro),  
August 20 (SeeNews) - Montenegro sold 24 

million euro ($26.6 million) worth of 182-day 
Treasury bills in an auction held on August 19, 
the central bank said. 

The annual yield on the issue fell to 0.40% from 
0.54% achieved at the last auction of 182-day 
Treasury bills held on July 16, the central bank 

said in a statement on Monday. 
The government securities will mature on 
February 18, 2020. 
($=0.903036 euro) 
 
Copyright 2019 SeeNews. All rights reserved. 
 
 
 

Romania 
 

Romania sells 500 mln lei (106 mln 

euro) in 2029 T-notes, yield falls 

22-Aug-2019  

BUCHAREST (Romania), August 22 (SeeNews) - 
Romania sold on Thursday a planned 500 
million lei ($117 million/106 million euro) 

worth of Treasury notes maturing on February 
12, 2029, central bank data showed. 

The average accepted yield fell to 4.06% from 
4.63% achieved at the previous auction of 
government securities of the same issue held 
in July, the data indicated. 

Demand for the T-notes, which carry an annual 
coupon of 5%, rose to 844.5 million lei from 
672.8 million lei at the July auction. 
The issue will be reopened on Friday when the 

finance ministry hopes to raise 75 million lei in a 
non-competitive tender. 
The finance ministry plans to auction 4 billion 
lei worth of government securities in August, 
including 495 million lei in non-competitive 
offers. 
Since the beginning of 2019, the finance 

ministry has sold roughly 32.5 billion lei and 
507 million euro ($563 million) worth of 
domestic government securities. 
It also tapped foreign markets for 3 billion euro 

worth of 2026, 2034 and 2049 Eurobonds. 
(1 euro=4.7260 lei) 
 
Copyright 2019 SeeNews. All rights reserved. 
 
 
 

Russia 

Russian Eurobonds consolidate on 

Thursday amid lack of significant UST 

movement  

22-Aug-2019  
MOSCOW. Aug 22 (Interfax) - The prices of 

most Russian Eurobonds consolidated at the 

levels they had already reached on Thursday 
amid a lack of significant movement in U.S. 
Treasuries, with sovereign spreads remaining 
largely unchanged. 

At 6:15 p.m. Moscow time, Russia's benchmark 
2030 bond was down 1 basis point from previous 
closing at 112.74%, with yield at 2.97% per 
annum, down 1 bp. Three-year U.S. Treasuries 
were down 2.5 bps from previous closing at 

101.02%, with yield up 1 bp at 1.53%. The 
spread between Russia-30 and UST3 narrowed 2 
bps to 144 bps. 
Russia's 2043 bond was up 11 bps at 126.46% 
yielding 4.13%, down almost 1 bp; the 2042 
bond was up 3 bps at 122.34%, yielding 4.1%, 

down 0.3 bp; the 2026 bond was up 3 bps at 
108.52%, with yield down 0.5 bps at 3.33%; 
and the 2023 bond was up 2 bps at 108.55%, 
yielding 2.64%, down 1 bp. 

The 2047 bond was down 36 bps at 117.21%, 
with yield up 2 bps at 4.195%, and the 10-year 
bond maturing in 2027 was up 1 bp at 105.91%, 

with yield practically unchanged at 3.385%. 
 
Mc ak 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
urn:newsml:newsroom:20190822:nNRA9ipuxx:0 
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LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 
 

Argentina presidential front-runner 

Fernandez pledges 'no default' if 

elected 

22-Aug-2019  
By Eliana Raszewski and Cassandra Garrison 
BUENOS AIRES, Aug 22 (Reuters) - Argentine 

presidential candidate Alberto Fernandez said 
on Thursday there was "no possibility" the 
country would default on its debt if he were 
elected in October, but that the government 

would have to negotiate new terms with 
creditors due to the weak economy.  

Fernandez is expected to win Argentina's Oct. 27 
presidential election after his resounding lead 
over President Mauricio Macri in the Aug. 11 
primary vote.  
"No one wants default as an exit," Fernandez 
said at a seminar hosted by local newspaper 

Clarin.  
"We will have to talk with the creditors to see 
how we can resolve the situation, because if 
Argentina has to pay its obligations under 
present conditions, that will be hard to do," 
Fernandez said. 
On Wednesday, two of his economic advisers 

met with the country's new treasury minister, 
Hernan Lacunza, and told him Fernandez would 
seek an "alternative economic model" to the 
current administration's policies.  

Center-left Peronist Fernandez has been critical 
of last year's massive $57-billion standby 

agreement with the International Monetary Fund 
(IMF) and the austerity measures it imposed. He 
has pledged to "rework" it if elected. 
Macri said at the same event on Thursday that 
an IMF team would arrive in Argentina next 
week to prepare a review of the economy under 
the loan deal. He went to the fund for help when 

a spate of peso weakness ignited default worries 
in mid-2018. 
He put a brave face on the recession- and 
inflation-racked economy. "We have not solved 
all the problems, but we are much closer now to 
fiscal equilibrium," Macri said. The IMF deal calls 
on Argentina to erase its primary fiscal deficit 

this year.  
Argentina's peso closed 0.19% weaker at 55.135 

per dollar, without any help from the central 
bank, which had sold dollar reserves in the 
foreign exchange market for six straight days 
through Tuesday as part of its effort to stabilize 

the currency. 
The currency fell by nearly 18% last week amid 
fears of a return to the interventionist economic 
policies of former President Cristina Fernandez 
de Kirchner, Fernandez's vice presidential 
candidate. 
Fernandez, who has said he will not be 

answerable to Kirchner, also said he was not 

opposed to an historic trade pact agreed 
between the Mercosur bloc and the European 
Union in June, but there were a "series of 

points" that needed analysis. 
"I will analyze them in a way that guarantees 
that no agreement we sign with the EU or with 
any other market will end up affecting our 

production," Fernandez said.  
 
(Reporting by Cassandra Garrison and Eliana 
Raszewski; Editing by Hugh Bronstein and Rosalba 
O'Brien) 
(( Cassandra.Garrison@thomsonreuters.com ; +54 11 
5544 6746; )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

 

Fitch says new measures by 

Argentina's Macri have slightly 

negative fiscal impact  

20-Aug-2019  
BUENOS AIRES, Aug 20 (Reuters) - The 

economic relief measures announced by 
Argentine President Mauricio Macri will have a 

slightly negative fiscal effect, but not enough 
to further hurt the country's credit rating, 
James McCormack, Fitch's head of sovereign 
ratings, said on Tuesday. 

Fitch and Standard & Poor's downgraded 
Argentina's credit ratings on Friday. 
In an interview on the sidelines of a conference 
in Buenos Aires, McCormack said another 
downgrade could be possible if the local peso 

currency weakened further and lack of 
confidence in the government's policy framework 
increased the risk of default. 
 
(Reporting by Cassandra Garrison, writing by Hugh 
Bronstein; Editing by Tom Brown) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

AFRICA 
 
 

Egypt 

Egypt's central bank cuts rates by 150 

bps after inflation slows  

22-Aug-2019  
By Yousef Saba and Ulf Laessing 
CAIRO, Aug 22 (Reuters) - Egypt's central bank 

on Thursday cut the overnight deposit rate by 

150 basis points to 14.25%, its first cut since 
February, after July inflation figures came in 
significantly below expectations. 
The overnight lending rate was cut by 150 basis 
points to 15.25%, the bank said in a statement 
after a meeting of its monetary policy committee 
(MPC). 

mailto:Publicdebtnet.dt@tesoro.it
mailto:Cassandra.Garrison@thomsonreuters.com
mailto:hugh.bronstein@thomsonreuters.com
rm://hugh.bronstein.thomsonreuters.com@reuters.net/
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Seven out of 13 economists polled by Reuters 

had forecast the bank would cut overnight rates 
by 100 bps. Three had predicted a 150 bps cut.  
The move came after headline inflation slowed 

to 8.7% in July from 9.4% in June, surprising 
analysts who had expected inflationary 
pressures to rise in the wake of a round of 
subsidy cuts that pushed fuel prices 16-30% 

higher. 
"The drop in inflation emboldened them to go 
deeper," said Maya Senussi, senior economist 
for the Middle East at Oxford Economics. 
"The decision also probably reflected low 
trending oil prices," she said. "And the 

assumption that the second-round inflationary 
impact of the subsidy cuts will be limited." 
Analysts expect further rate cuts, with Egyptian 
investment bank CI Capital forecasting a 1% cut 
in September. 
A second consecutive cut in policy rates was 
necessary, it said, to mark the resumption of a 

monetary easing cycle and so as not to 
disappoint local and global investors. 
"As incoming data continued to confirm the 
moderation of underlying inflationary pressures, 
the MPC decided to cut key policy rates by 150 
basis points," the bank statement said. 
"The path for future policy rates remains a 

function of inflation expectations, rather than of 
prevailing inflation rates," it added. 
Hany Farahat, general manager and head of 
market intelligence at Banque Misr, called the 
decision "a clear signal of confidence in Egypt's 
outlook, and a turning point towards an awaited 

higher post-IMF growth cycle." 
The Egyptian pound has appreciated about 7% 
against the dollar since the beginning of the 
year. 

Scaling back fuel subsidies that have strained 
the budget for decades was a key plank of a 
three-year, $12 billion reform package signed 

with the International Monetary Fund in 2016. 
The IMF deal, aimed at luring back investors 
after the years of turmoil that followed Egypt's 
2011 uprising, also included a sharp devaluation 
of the pound and the introduction of a value-
added tax. 
Millions of Egyptians are still struggling to make 

ends meet, despite the more positive economic 
data. 
Figures from the state statistics agency CAPMAS 
showed that the percentage of Egyptians living 
below the poverty line rose to 32.5% in the 
2017-2018 financial year from 27.8% in 2015-

2016. 
Angus Blair, chairman of business and economic 

forecasting think-tank Signet, said the decision 
"will help the economy of course, but it has to 
get lower still to encourage the private sector to 
raise debt." 
"For the government, it is more important 

because it will help diminish the interest 
payments, therefore freeing more capital for the 
government to spend more money in the real 
economy," he said. 
Barring its energy sector, Egypt has struggled to 

attract foreign direct investment since 2011, 

with the first quarter of 2019 seeing the lowest 
non-oil FDI in at least five years. 
"The impact on investments will appear in the 

second half of 2020 after the cumulative cuts 
reach 3-5%," said Radwa El-Swaify, head of 
research at Pharos Securities Brokerage. 
($1 = 16.5200 Egyptian pounds) 
 
(Reporting by Ulf Laessing, Yousef Saba and Nadine 
Awadalla; Editing by Gareth Jones, David Evans and 
Alexandra Hudson) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 
Messaging: follow me on twitter 
https://twitter.com/ulflaessing) ) 
(c) Copyright Thomson Reuters 2019. 
 
 
 

Mozambique 
 

Mozambique president says 

"encouraging progress" in IMF talks  

21-Aug-2019  
By Anna Rzhevkina 
MOSCOW, Aug 21 (Reuters) - Mozambique's 

talks with the International Monetary Fund 

(IMF) are making "encouraging progress," as 
the country seeks to restore access to 
international financing, President Filipe Nyusi 
said on Wednesday. 

Mozambique has been battling to recover from a 
debt crisis after admitting in 2016 to $1.4 billion 
of previously undisclosed lending, prompting the 
IMF to cut off support and triggering a currency 

collapse and debt default.  
Speaking to Reuters on the sidelines of the 

Russian-Mozambican Business Forum in Moscow 
on Wednesday, Nyusi said Mozambique was in 
touch with the IMF on restoring suspended 
support to the southern African state.  
"We want to establish a good relationship with 

our partners from financial institutions so that 
we can continue to access financial resources, 
and we are doing this with our partner the IMF, 
and they understand us. There is a hope that 
better days will come," Nyusi said. 
"We are discussing programmes, of course. 
Every three months they visit us in Mozambique, 

we are in contact. There is quite encouraging 
progress on this." 
Asked about the impact of a ruling by the 
country's Constitutional Court that declared a 
state-run firm's 2013 Eurobond issue illegal, 
Nyusi said: "We are following very closely the 

implications of this decision. But we need to 
safeguard the sovereign interests of 
Mozambique and its people".  
Nyusi said in July after the ruling that 
Mozambique was committed to respecting 
international law on debt, a view he reiterated 
on Wednesday, saying this was key to remaining 

credible with investors. 
He declined to say whether the ruling could 
affect the country's ability to make repayments.  

mailto:Publicdebtnet.dt@tesoro.it
mailto:Ulf.Laessing@thomsonreuters.com
https://twitter.com/ulflaessing
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In June, Mozambique's finance ministry said the 

country had reached a restructuring deal in 
principle with holders of its defaulted 2023 bond. 
The IMF welcomed that agreement, but said the 

heavily indebted country needed a wider-ranging 
plan to ensure long-term debt sustainability.  
Nyusi said talks with creditors were continuing.  
"As for public debt, we have been discussing 

with the creditors to find ways to address this 
problem. Our aim is to strengthen confidence 
with our financial partners," Nyusi said. 
 
(Reporting by Anna Rzhevkina 
Additional reporting by Emma Rumney, Olivia 
Kumwenda and Tanisha Heiberg 
Editing by Katya Golubkova, Sujata Rao and Gareth 
Jones) (( anna.rzhevkina@tr.com ; +48 58 7720790; 
))  
(c) Copyright Thomson Reuters 2019.  
 
 
 

South Africa 
 

Moody's sees budget cuts as option for 

South Africa to absorb Eskom costs  

22-Aug-2019  

JOHANNESBURG, Aug 22 (Reuters) - South 

Africa is likely to absorb extra financial 
support for the struggling power utility Eskom 
with new revenue and expenditure measures 
in the next mid-year budget review, with 
departmental budget cuts an option, ratings 
agency Moody's said on Thursday. 

"In any event, Moody's sees the government's 
room to maneuver as extremely constrained," 

Moody's said in a statement. 

Eskom, which supplies more than 90% of the 
power in Africa's most industrialised economy, is 
deep in crisis as its sales decline while debt-
servicing costs soar, and is dependent on 
government bailouts. 

It is regularly cited by ratings agencies as one of 
the main threats to South Africa's 
creditworthiness and economic growth. 
 
(Reporting by Olivia Kumwenda-Mtambo; Editing by 
Kevin Liffey) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
595 2817; Reuters Messaging: 
olivia.kumwenda.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

 
 

Africa development bank says risks to 

growth 'increasing by the day'  

18-Aug-2019  
By Nuzulack Dausen 
DAR ES SALAAM, Aug 18 (Reuters) - The U.S.-

China trade war and uncertainty over Brexit 

pose risks to Africa's economic prospects that 
are "increasing by the day," the head of the 
African Development Bank (AfDB) told 

Reuters. 
The trade dispute between the world's two 

largest economies has roiled global markets and 
unnerved investors as it stretches into its second 

year with no end in sight.  
Britain, meanwhile, appears to be on course to 
leave the European Union on Oct. 31 without a 
transition deal, which economists fear could 

severely disrupt trade flows.  
Akinwumi Adesina, president of the AfDB, said 
the bank could review its economic growth 
projection for Africa - of 4% in 2019 and 4.1% 
in 2020 - if global external shocks accelerate. 
"We normally revise this depending on global 
external shocks that could slowdown global 

growth and these issues are increasing by the 
day," Adesina told Reuters late on Saturday on 
the sidelines of the Southern African 
Development Community meeting in Tanzania's 
commercial capital Dar es Salaam. 
"You have Brexit, you also have the recent 

challenges between Pakistan and India that have 

flared off there, plus you have the trade war 
between the United States and China. All these 
things can combine to slow global growth, with 
implications for African countries." 
The bank chief said African nations need to 
boost trade with each other and add value to 

agricultural produce to cushion the impact of 
external shocks. 
"I think the trade war has significantly impacted 
economic growth prospects in China and 
therefore import demand from China has fallen 
significantly and so demand for products and 
raw materials from Africa will only fall even 

further," he said. 
"It will also have another effect with regard to 
China's own outward-bound investments on the 

continent," he added, saying these could also 
affect official development assistance. 
Adesina said a continental free-trade zone 
launched last month, the African Continental 

Free Trade Area, could help speed up economic 
growth and development, but African nations 
needed to remove non-tariff barriers to boost 
trade.  
"The countries that have always been facing 
lower volatilities have always been the ones that 

do a lot more in terms of regional trade and do 
not rely on exports of raw materials,” Adesina 
said.  
"The challenges cannot be solved unless all the 
barriers come down. Free mobility of labour, free 
mobility of capital and free mobility of people." 
 
(Additional reporting and writing by Fumbuka 
Ng'wanakilala; Editing by George Obulutsa and Mark 

Potter) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
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GLOBAL MARKETS-Asian stocks 

cautious ahead of Powell's speech; 

yuan at fresh 11-1/2 yr  

23-Aug-2019  
 European stock futures point to a higher 

opening 
 Yuan at new 11-1/2 yr low; offshore yuan 

weaken past 7.1 per USD 
 Sterling jumps as traders cling to Merkel's 

backstop comments 
 Traders await Fed chair Powell's Jackson 

Hole speech, G7 summit 

By Tomo Uetake 
TOKYO, Aug 23 (Reuters) - Asian shares 

struggled to make headway on Friday as 
uncertainty over how much further the U.S. 
Federal Reserve would cut interest rates 
added to investors' worries over slowing 
global growth. 

With the U.S.-China trade war dragging on, and 

political tumult in Hong Kong, Italy and Britain 
adding to the tense backdrop, investors were 
keenly awaiting Fed Chair Jerome Powell's 
speech at a gathering of central bankers in 
Jackson Hole, Wyoming, later in the day (1400 
GMT). 
Pan-European Euro Stoxx 50 futures gained 

0.7% in late Asian trade, indicating European 
cash share markets will open higher on Friday. 
MSCI's broadest index of Asia-Pacific shares 
outside Japan edged 0.3% higher and was up 
1.0% for the week, on track to break a four-
week losing streak. 
Japan's benchmark Nikkei advanced 0.4% and 

Australian stocks added 0.3%. 

The Shanghai Composite and the blue-chip 
CSI300 were up 0.3% and 0.5%, respectively, 
while Hong Kong's Hang Seng gained 0.5%. 
"It's going to be another wait-and-see day for 
traders ahead of Powell's Jackson Hole speech. 

Investors are hoping for some soothing words 
from him," said Hirokazu Kabeya, chief global 
strategist at Daiwa Securities. 
Wall Street stocks were mixed on Thursday, with 
the S&P 500 closing little changed, while the 
Dow was up 0.2% and the Nasdaq falling 0.4%. 
In the U.S. bond market, the closely watched 

two-year, 10-year Treasury yield curve briefly 
moved back into inversion overnight, a shift that 
also occurred last week and sent financial 
markets into a tailspin amid worries of a sharp 
global downturn. An inversion in the U.S. yield 

curve has presaged several past U.S. recessions, 
raising fears the decade-long expansion in the 

world's biggest economy might be nearing its 
end.  
While markets overwhelmingly expect the Fed to 
follow up its first rate cut in a decade with more 
stimulus at its meeting next month, some 
policymakers disagree. 

Kansas City Fed President Esther George, who 
dissented against the decision to ease juin July, 
and Philadelphia Fed President Patrick Harker, 

who said he "reluctantly" supported the cut, 

both said the U.S. economy does not need more 
stimulus at this point. () 
Dallas Fed President Robert Kaplan said the 

businesses had become much more cautious due 
to surprises on trade policy and he was "going to 
at least be open-minded about making some 
adjustment" if he sees continued weakness. 

All of that has made Powell's speech in Jackson 
Hole pivotal for markets as they look for any 
clues on future easing, after the Fed last month 
cut rates for the first time since the financial 
crisis.  
Any indications of hawkishness in the Fed chief's 

comments might hurt riskier assets, though the 
dollar stands to benefit. 
The greenback slipped on Thursday, but moved 
within narrow ranges. In Asian trading, the 
dollar was up 0.2% against a basket of major 
currencies to 98.347. 
The euro eased marginally against U.S. currency 

at $1.1067. A survey showing a surprise uptick 
in euro zone business growth for August was 
offset somewhat by trade war fears knocking 
future expectations to their weakest in over six 
years. The pound jumped to a three-week high 
of $1.2273 overnight after traders interpreted 
comments from German Chancellor Angela 

Merkel to mean that a solution to the Irish 
border problem could be found before Britain 
leaves the European Union on Oct. 31. Merkel on 
Wednesday challenged Britain to come up with 
alternatives to the Irish border backstop within 
30 days, but French President Emmanuel Macron 

cautioned there would be no renegotiation of the 
Brexit deal. Sterling last quoted at $1.2230, 
0.2% weaker on the day. 
China's yuan extended losses, threatening to 

stoke trade tensions between Washington and 
Beijing. 
Spot yuan slid to as low as 7.0992 per dollar, its 

weakest since March 2008, although the central 
bank set the midpoint rate at 7.0572, its 
weakest level in 11-1/2 years, but was much 
stronger than traders had expected. "The 
markets are not impacted by the drop in yuan 
primarily because capital accounts are well 
controlled and PBOC has managed market 

expectation well around the depreciation," said 
Caroline Yu Maurer, head of Greater China 
equities at BNP Paribas Asset Management. 
Washington labelled China a currency 
manipulator early this month after a sharp slide 
in the yuan. Concern about China's economy is 

growing because U.S. tariffs on roughly $150 
billion of Chinese goods will take affect from 

Sept. 1. Oil prices weakened overnight, with 
both Brent crude and U.S. West Texas 
Intermediate down 0.6% each, on worries about 
the global economy. 
Brent crude was last up 0.3% at $60.12 per 

barrel and WTI crude added 0.3% to $55.49. 
Gold prices dipped on Thursday but held near 
the pivotal level of $1,500 per ounce, 
underpinned by demand for the precious metal 
amid uncertainties around monetary policy, 
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trade and geopolitical tensions Spot gold was 

last down 0.3% at $1,494.22 announce.  
 
(Reporting by Tomo Uetake; 
Editing by Shri Navaratnam & Kim Coghill) 
(( tomo.uetake@thomsonreuters.com ; +81-3-6441-
1645; )) 
 (c) Copyright Thomson Reuters 2019.  
 
 
 

 

Guggenheim's Scott Minerd warns 

world bond markets are in a 'bubble'  

22-Aug-2019  
By Jennifer Ablan 
Aug 22 (Reuters) - The bond market is in a 

"bubble," particularly sovereign debt, 
Guggenheim Partners global chief investment 
officer Scott Minerd warned on Thursday, and 
he said that efforts by the Federal Reserve to 

head off a recession by cutting interest rates 
will ultimately prove futile. 

Minerd, who oversees more than $240 billion in 
assets under management, said his firm is 
responding by reducing exposure to corporate 
credit. 
He said the backdrop in monetary policy 
reminded him of 1998, when the U.S. Federal 

Reserve slashed rates to fight the Asian financial 
crisis, only to reverse course less than a year 
later. Minerd said the central bank's actions 
helped drive the technology bubble that burst in 
2000.  
"Where is the bubble today?" Minerd wrote in a 
letter to clients. "I hate to admit the ugly truth, 

but it may well be in bonds, and in particular the 
sovereign debt of governments around the 
world. The category of supposed 'risk-free' 

assets has risen to prices which guarantee a loss 
to investors in many countries around the 
world." He named Europe and Japan, as 

examples.  
Escalating trade tensions between the United 
States and China, worsening global growth, 
political tensions in Europe and more central 
banks embarking on monetary policy easing has 
resulted in more than $15.9 trillion of negative-
yielding bonds worldwide, as calculated by 

Deutsche Bank.  
Minerd said he doubts the end is near. "The 
curse of negative rates will be with us for a 
while, and eventually may reach the shores of 
the United States," he said.  
The yield on the 30-year Treasury bond dropped 
to a record low last week, breaching the 2% 

level for the first time. The yield on the long 
bond is currently trading around 2.10%. 
Last week, Minerd told Bloomberg News he 
believed the Fed should execute a 50-basis-point 
inter-meeting cut in order to demonstrate its 
commitment to keeping the economic expansion 

on track.  
The Federal Reserve, which hiked rates four 
times in 2018, cut rates by 25 basis points at its 
July policy meeting. Its next scheduled policy 
meeting is in September, and traders now see 

another quarter-point cut as the Fed's most 

likely next move instead of an aggressive half-
point one, according to CME Group's FedWatch 
tool. 

Minerd told Reuters in a telephone interview 
Thursday that his forecast has been "evolving."  
Fed policymakers are "inventing the rules as 
they go along ... they are definitely 

improvising," Minerd said. "What I was looking 
at, perhaps incorrectly, was how Fed chair Jay 
Powell and his colleagues were making 
decisions.  
"They created a third mandate - the Fed wants 
to avoid the recession," he said. "At the end of 

the day, there will be recession but the Fed is 
attempting to forestall it with rate cuts." 
 
(Reporting by Jennifer Ablan; Editing by Leslie Adler) 
(( jennifer.ablan@thomsonreuters.com ; tel 646 223 
6297) ) 
(c) Copyright Thomson Reuters 2019.  
 
 
 

 

What is the bond market telling you?  

19-Aug-2019  
Domestic bond markets have rallied sharply 
on account of rate softening by RBI as well as 
a rate cut by the US Fed. India's sovereign 
bond yield recently dipped to a 10-year low. 
Is there trouble for investors ahead? Should 
you take your flight to safety? These graphical 
analyses will give you a clearer picture of the 
scenario. 

The Reserve Bank of India has cut policy rates to 

the lowest since 2010 Domestic interest rates 
have been cut by 110 basis points to a nine-year 
low of 5.4%. The central bank has embarked on 

a rate softening regime to boost slowing 
economic growth. 
The US Federal Reserve has also cut rates after 
a long time The US Fed cut rates taking into 

account muted inflation and global 
developments that threaten to hurt growth 
prospects. It has left doors open for more rate 
cuts in the future. This has boosted sentiment 
and fuelled bond market rallies worldwide. 
India's sovereign bond yield recently dipped to a 
10-year low Bond prices and yields move in 

opposite directions. India's benchmark 
government bond yield has dropped to its lowest 
since the subprime crisis of 2008. Domestic 
bond markets have rallied sharply on account of 
rate softening by RBI as well as a rate cut by the 
US Fed. 

Trimming of fiscal deficit target by the 
government and planned shift in part of 
government's borrowing to overseas markets 
(leading to lesser domestic supply of 
government bonds) has also led to euphoria in 
the bond market. Widening of bond yield 
spreads signals flight to safety The gap in yield 

between highest grade corporate bonds over 
comparable government securities has 
increased. As credit events singed bonds of even 
the highest grade companies, investors flocked 
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to the safety of government debt. 

This also means that borrowing costs of 
corporates have not come down in proportion to 
drop in interest rates. The gap between bond 

and equity earnings yield is narrowing The lower 
yield from the Nifty index relative to government 
bond yield typically means the stock market is 
expensive. However, narrowing of this gap 

indicates that risk-reward situation has improved 
in favour of equities. 
The bond-equity earnings yield gap indicates 
how the risk-reward ratio is tilting in terms of 
macro asset allocation. Earnings yield is the 
inverse of price-earnings ratio and calculated by 

dividing earnings per share by the market price 
of the stock. Central banks worldwide are on the 
rate cut path As economic slowdown grips 
nations globally as a fallout of trade wars and 
protectionism, central banks have had to ease 
interest rates in an attempt to revive growth. 
Yields in the negative elsewhere 10-year 

government bond yield- Switzerland: -0.98 
Germany: -0.58 Denmark: -0.54 Netherlands: -
0.46 Austria: -0.34 Finland: -0.32 France: -0.28 
Sweden: -0.26 Belgium: -0.23 Japan: -0.23 
Investor concerns about slowing global growth 
and easing of monetary policy in the world's 
largest central banks have sent bond yields 

tumbling in many countries. A negative interest 
rate means you have to pay to keep your money 
in the bank. 
Investors in such bonds are not receiving 
interest but must pay more than the face value 
of the bonds to acquire them. This is a 

deliberate policy designed to spur economic 
growth by forcing people to spend and invest 
rather than keep money idle. It also incentivises 
banks to lend more aggressively. 

However, this is a new phenomenon and no 
evidence exists supporting its utility. Inverted or 
near-inverted yield curves in global bond 

markets spell trouble ^as on 14 Aug | # as on 
16 Aug When longer tenure bonds yield lower 
than shorter tenure bonds, it results in inversion 
of the yield curve. Inverted yield curve is 
considered a leading indicator of impending 
recession. 
In the US, since 1967, every major recession 

has been preceeded by inverting of the yield 
curve. Typically, investors demand higher yields 
from longer-term bonds to compensate for the 
higher risk of keeping their money tied up for a 
longer period. But when yields on shorter term 
bonds rise above longer term bonds, it signals 

that the bond market is expecting trouble ahead. 
 
Source: Bloomberg | Compiled by ETIG Database | 
Data as on 12 August 
Copyright (c) 2019 BENNETT,COLEMAN & CO.LTD. 
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