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ASIA 
 

Armenia 

Armenia passes 2019 budget, expects 

4.9 pct GDP growth  

22-Nov-2018  
YEREVAN, Nov 22 (Reuters) - Armenia's 

economy will grow by 4.9 percent next year, 
almost the same pace as an estimated 4.5 
percent in 2018, according to a budget plan 
approved by parliament on Thursday. 

The ex-Soviet country of 3.2 million depends 

heavily on aid and investment from former 
imperial master Russia, whose economic 
downturn has hit Armenian exports and 
remittances from Armenians working there. 
Armenia holds early parliamentary election on 

Dec. 9, a move sought by acting Prime Minister 
Nikol Pashinyan, a former opposition leader who 

took power in May after a popular uprising. 
The Caucasus nation's economic growth slowed 
to 2.7 percent year-on-year in the third quarter 

of this year, down from 3.5 percent in the same 
period of 2017.  
Armenia's 2019 budget sees revenues at 1.5 
trillion drams ($3.1 billion), about 200 billion 
drams more than expected this year, and 

spending at more than 1.6 trillion drams, up 
from 1.5 trillion drams expected this year. 

The budget deficit is expected to fall to 2.2 
percent of national output in 2019 from 2.7 
percent seen for this year and to be covered by 
external and domestic resources. 
The 2019 budget also projects annual inflation in 
a range of four percent plus/minus 1.5 percent, 

the same as this year's target. The consumer 
price index in Armenia rose 0.1 percent in 
October in month-on-month terms and 2.8 
percent year-on-year.  
 
($1=484 drams) 
(Reporting by Hasmik Mkrtchyan,; Writing by 
Margarita Antidze,; Editing by William Maclean) 
(( margarita.antidze@thomsonreuters.com ; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
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China 

China should cut income taxes to spur 

growth -former finance minister  

18-Nov-2018  
BEIJING, Nov 18 (Reuters) - China should cut 

corporate and personal income taxes to 
support the slowing economy amid a trade 
dispute with the United States, former 
Chinese finance minister Lou Jiwei said on 
Sunday.  

Facing the nation's weakest economic growth 
since the global financial crisis, Chinese 

policymakers are fast-tracking road and rail 
projects, pushing banks to increase lending, and 

cutting taxes to ease strains on businesses.  
"There is room for cutting the two (corporate 
and personal) income taxes," Lou, now chairman 
of the National Council for Social Security Fund 

(NCSSF), told a finance forum.  
China in October raised the threshold for 
collecting individual income tax to 5,000 yuan 
($720) per month from 3,500 yuan, hoping to 
boost consumption. 
The government has also been cutting value-
added taxes and fees for companies, but it has 

yet to lower a corporate income tax rate of 25 
percent.  
China should not launch another round of 
large-scale infrastructure investment to spur 
growth given that such a move could worsen 
the country's debt risks, Lou said.  

Local governments in China are already 
burdened by heavy debt, he said, and the 

government should instead use its fiscal tools to 
help defuse debt risks at financial institutions.  
Government subsidies for social security funds 
nationwide reached 1.2 trillion yuan last year 
and are still growing quickly, Lou said.  
China's social security system is fragmented and 
unsustainable as its population ages, he said.  

 
($1 = 6.9367 yuan) 
(Reporting by Kevin Yao; Editing by Tom Hogue) 
(( kevin.yao@thomsonreuters.com ; +8610 6627 
1215; Reuters Messaging: 
kevin.yao.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

China issues 3.2 trillion yuan of bonds 

in October  

19-Nov-2018  
BEIJING, Nov. 19 (Xinhua) -- The value of 

bonds issued in China last month totaled 3.2 
trillion yuan (about 460 billion U.S. dollars), 
according to data from the central bank. 

Treasury bond issuance stood at 349.5 billion 
yuan, while local government bond issuance was 

worth 256 billion yuan, according to the People's 
Bank of China. 
By the end of October, the size of outstanding 
bond market debt was 83.8 trillion yuan. 
A number of regulations were introduced last 

year to rein in financial risks as local 

government debt and corporate leverage 

increased. 
The central bank has pledged more efforts to 
improve the disposal of bond defaults, and unify 
rules on approval and information disclosures of 
corporate credit bond issuance. 
Last year, China issued bonds worth 40.8 trillion 

yuan, up 12.9 percent from the previous year.  
 
Copyright (c) 2018 Xinhua News Agency 
 
 

China remains largest foreign buyer of 

U.S. Treasury bonds  

19-Nov-2018  

WASHINGTON, Nov. 19 (Xinhua) -- China's 

holdings of U.S. Treasury bonds in September 
hit their lowest in a year, but the country 
remained the largest foreign buyer of U.S. 
government debt, statistics released Friday by 
U.S. Department of the Treasury showed. 
China's holdings of U.S. Treasuries totaled 1.151 

trillion U.S. dollars in September, down by 13.7 
billion dollars from the previous month. 
The statistics also showed that Japan, the 
second largest foreign buyer, is a net seller of 
U.S. treasuries in September, too, with its 
holdings slipping from 1.03 trillion dollars to a 

one-year low of 1.028 trillion dollars. 
The data represented aggregation of 
purchases and sales by both foreign official 
institutions and private investors. Together, 
U.S. Treasuries saw a net foreign outflow of 
29.1 billion dollars in September. 

Of that, net foreign private inflows were 23.5 
billion dollars and net foreign official outflows 
were 52.7 billion dollars, meaning that the 

foreign private sector remained a net buyer 
while foreign official institutions contributed 
more to the selling activity. 
Washington has increased the issuance of its 
government bonds since the massive corporate 
tax cut was enacted last December. Business 
insiders have warned of imbalance between 

demand and supply. 

"I think we have a supply-demand problem for 
bonds that will particularly come next year or 
the year after," said Ray Dalio, founder of the 
world's largest hedge fund company Bridgewater 
Associates. 

"In other words, because of that tax cut and the 
deficit, we'll have to sell a lot more bonds, and 
the United States itself can't absorb that 
quantity of bonds," he told CNBC in an interview 
on Thursday. 
 
Copyright (c) 2018 Xinhua News Agency 
 
 

China should lean more on fiscal policy 

to spur growth-central bank researcher  

20-Nov-2018  
•Monetary policy less effective in stimulating 

growth –central bank research head 
•Says fiscal policy should be more pro-active 
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•Focus should be on boosting investment 
•Qualified local govts should be allowed to 

issue more debt  

BEIJING, Nov 20 (Reuters) - China should rely 

more on fiscal policy to support the economy 
as downward pressure sharply increases, a 
senior central bank researcher said on 
Tuesday, as debate grows over whether 
Chinese authorities are considering more 
sweeping stimulus measures. 

With the economy growing at its weakest pace 
since the global crisis, authorities are widely 

expected to decide on further measures soon on 
top of recent steps to spur bank lending, cut 
taxes and fast-track infrastructure projects.  
But business conditions are still expected to get 
worse before they get better -- and higher U.S. 
trade tariffs are looming from Jan. 1 -- raising 

questions among China watchers over how much 
support will be needed to stabilise the economy, 
let alone turn it around. 
"Monetary policy is more effective in curbing 
economic overheating than stimulating growth," 
Xu Zhong, head of the PBOC's research bureau, 
said at a finance forum in Beijing.  
"Our country should implement more active 
fiscal policy. There is ample room for fiscal 
policy. The pro-active fiscal policy should 
focus on boosting infrastructure investment." 

The People's Bank of China (PBOC) has slashed 
banks' reserve requirements four times this 
year, and financial markets are wondering if it is 

considering more aggressive steps such as a cut 

in its benchmark lending rate. 
China had cut benchmark rates systemwide 
several times in the last downturn in 2014-15. 
But policymakers have opted for more modest, 
targeted measures since which they believe are 
better able to direct cash to parts of the 
economy facing the biggest strains. 

Chinese economists have been debating whether 
the government should expand its fiscal deficit 
ratio beyond 3 percent next year. 
But Xu cautioned against fiscal stimulus that was 
too forceful. China's policymakers have been 
working for several years to tackle a mountain of 
debt left over from past stimulus binges.  

The downward pressure on the economy is 
caused partly by previous policy adjustments, 
including property controls to cool home price 
rises and curbs on local government debt, Xu 
said. 
Qualified local governments should be allowed to 

issue more debt via the "front door", or official 
channels, to fund infrastructure projects, he 
added. 
But a rebound in infrastructure investment alone 
would not solve all of China's economic woes, 
analysts at Societe Generale said in a recent 
research note. 

Consumer spending is faltering and property 
sales are falling, while Chinese exports to the 

United States are expected to slide soon as 
higher U.S. duties start to bite, SocGen said, 
adding that many companies continue to have 
trouble getting affordable financing despite 
official credit easing measures.  

Xu also said China should improve its short-term 

demand management, adding that it should 

strengthen policy coordination and avoid "one-
size-fits-all" policies. 
"When the economy is going downward, 
recovery should precede reforms. Only when the 
economy operates normally, reforms can be 
pushed forward effectively," Xu said, pointing to 

how the U.S. government dealt with the global 
crisis. 
 
(Reporting by Kevin Yao 
Writing by Ryan Woo; Editing by Kim Coghill) 
(( Ryan.Woo@thomsonreuters.com ; +86-10-6627-
1214; Reuters Messaging: 
ryan.woo.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

India Bond Sale May See Demand From 

Foreign Banks, Insurers-Traders   

22-Nov-2018  

By Dharam Dhutia and Neha Dubey 
NewsRise 
MUMBAI (Nov 22) -- India’s weekly bond 

auction likely to see demand from foreign 
banks as crude oil price slump boosts 
demand, traders say. New Delhi selling debt 
worth INR120 billion today; auction includes 
benchmark 2028 bond and others maturing in 

2027, 2034 and 2045. “Foreign banks have 

been on the bid side for the last few sessions, 
and are likely to buy the benchmark and 2027 
notes,” trader with foreign lender says. Cutoff 
for benchmark note seen in INR96.12-INR96.18 
band; note at INR96.15, yielding 7.77%, against 
INR95.98 previous close. Large state-run 
insurance company and other insurers may bid 

for 2034 and 2045 notes, trader with primary 
dealership says. 
 
- By Dharam Dhutia and Neha Dubey; 
dharam.dhutia@newsrise.org; 91-22-61353308 
- Edited By Mrigank Dhaniwala 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indian govt had 242.67 bln rupees 

outstanding loans from RBI in Nov 16 

week  

23-Nov-2018  
Nov 23 (Reuters) - The Indian government had 

242.67 billion rupees ($3.43 billion) 
outstanding loans with the central bank under 
ways and means advances in the week ended 
Nov. 16, according to the Reserve Bank of 
India's weekly statistical supplement released 
on Friday. 

The central government had 142.73 billion 
rupees outstanding loans in the week earlier. 
State governments had 57.32 billion rupees 

loans from the RBI in the week ended Nov. 16, 

mailto:Publicdebtnet.dt@tesoro.it
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compared with 42.41 billion rupees in the 

previous week, the release showed. 

 
($1 = 70.6500 Indian rupees)  
((India Headline News Team; +91 80 6749 1310)) 
 
 

Israel 

Israel to slash spending through 2035 

to fund police salary hike  

18-Nov-2018  
JERUSALEM, Nov 18 (Reuters) - Israel's cabinet 

on Sunday approved spending cuts worth 22 
billion shekels ($5.9 billion) over 17 years to 

help finance a steep salary increase for 
policemen and prison guards as well as 
supplements to pensioners. 

Starting in 2019, spending will be reduced by 
1.35 percent with an additional 0.2 percent cut 
between 2020 and 2035, the Finance Ministry 
said. 
Israel's 2019 state budget has already been 

approved. 
October data showed the deficit over the past 
12 months jumping to 3.6 percent of gross 
domestic product from 3.35 percent in 
September and 2.5 percent in August, as 
spending has grown and tax income has 
slipped. 

Israel has a budget deficit target of 2.9 percent 

this year and in 2019. As Israel approaches an 

election year, the central bank and analysts 
have become increasingly worried that the 
budget deficit is too high and gives the 
government no room to deal with a potential 
economic slowdown. 
 
($1 = 3.7008 shekels) 
(Reporting by Steven Scheer; Editing by Emelia 

Sithole-Matarise) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Israel's deficit will meet target in 

2018, finance minister says   

21-Nov-2018  

By Steven Scheer 
JERUSALEM, Nov 21 (Reuters) - Finance 

Minister Moshe Kahlon denied on Wednesday 
that Israel's budget deficit was a problem and 
criticised a growing chorus of analysts 
expressing concern that the deficit is too high 
heading into an election year. 

October data showed the deficit over the past 12 
months jumped to 3.6 percent of gross domestic 

product from 3.35 percent in September and 2.5 

percent in August, as spending grew and tax 
income diminished. 
"I am almost certain that it will be between 2.9 
and maximum 3 percent (of GDP), which is 
really, really not significant," Kahlon said in an 

interview with Israel's Army Radio..  

"All of the commentators and journalists are 

wrong," he said. "In January you will see that 
everything that was said was mistaken." 
The Bank of Israel believes even 2.9 percent 
is too high, making it hard for Israel to reduce 
public debt and giving the government no 
room to deal with an economic slowdown. 

Earlier this month, Kahlon rejected calls from 

the central bank to raise taxes. 
In its global forecast issued on Wednesday, the 
Organisation for Economic Cooperation and 
Development (OECD) said Israel's economy 
would "cool slightly" through 2020. 
"The planned budget deficits are high for this 
stage of the cycle," the OECD said. "Steady 

fiscal consolidation will be needed to reduce 

public debt relative to GDP and ensure room for 
manoeuvre in the next downturn. 
It noted that based on current commitments, 
higher government spending will boost economic 
growth through 2019. But it will also make it 
harder for the government to meet its fiscal 

targets. 
Israel's 2019 budget has already been approved 
with a deficit target of 2.9 percent. 
"Expenditure cuts or tax hikes will be needed in 
the coming years to reduce the ratio of debt to 
GDP," the OECD said. 
It forecasts Israeli economic growth of 3.6 

percent this year, 3.5 percent in 2019 and 3.3 
percent in 2020.  

 
(Reporting by Steven Scheer, additional reporting by 
Dan Williams, editing by Larry King) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Jordan 

Jordan's parliament passes IMF-backed 

tax law to reduce public debt  

18-Nov-2018  
•Deputies raise exemptions to ease impact on 
middle class 
•PM says bill needed to reduce interest 
payments on debt 
•Critics say the law worsens plight of many 
Jordanians  

By Suleiman Al-Khalidi 
AMMAN, Nov 18 (Reuters) - Jordan's 

parliament approved a new IMF-backed tax 

law on Sunday after introducing some 
changes in a move to push ahead with crucial 
fiscal reforms to lower record public debt 
needed to get the economy hit by regional 
conflict back on track. 

A majority of deputies in the chamber approved 
a series of amendments in the 36-article bill that 
included raising family exemptions to mitigate 
its impact on middle class income earners. 

Jordan's Prime Minister Omar al Razzaz earlier 
warned deputies the kingdom will pay a heavy 

mailto:Publicdebtnet.dt@tesoro.it
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price if parliament failed to approve the 

legislation, a main plank of austerity measures 

to ease a fiscal crunch and spur stagnant growth 
hovering at around 2 percent in recent years. 
The bill will still need to go to the upper house or 
senate for approval before it is enacted as law. 
It is expected to be effective early next year, 
officials said.  

Razzaz told deputies who were debating the 
legislation that failure to approve the bill would 
mean the kingdom would have to pay even 
higher interest rates on its substantial foreign 
debt. 
Razzaz said the law promotes social justice by 

targeting the wealthy and combats long-time 
corporate tax evaders, but opposition deputies 
argue it will hurt the already stagnant economy 

and diminish middle-class incomes. 
"The individuals who will be affected are the top 
12 percent income earners, it won't affect 
middle and low income earners," Razzaz told 

deputies. 
The government sent the bill to parliament in 
September after withdrawing an earlier draft 
submitted by a previous government that 
triggered protests over the summer. 
Earlier this year, Jordan increased a general 
sales tax and scrapped a subsidy on bread as 

part of a three-year fiscal plan agreed with the 
International Monetary Fund, which aims to cut 
public debt of $37 billion, equivalent to 95 
percent of gross domestic product. 
The debt is at least in part due to successive 
governments adopting an expansionist fiscal 
policy characterized by job creation in the 
bloated public sector, and by lavish subsidies 

for bread and other staple goods. 

Razzaz said rejection of the tax legislation would 
have pushed higher the cost of servicing over 1 
billion dinars ($1.4 billion) of foreign debt due in 
2019, raising the prospect of rating agencies 
downgrading Jordan's credit ratings. 
"We will pay a heavy price if we don't approve 

this law," he said before the vote. 
The government has also echoed IMF concerns 
that without these reforms public external debt 
will spiral. 

Debt service would peak in 2019-2020 at about 
6.5 percent of GDP with the Eurobonds that will 
be due. 

The country's economic growth has been hit in 
the last few years by high unemployment and 
regional conflict weighing on investor sentiment 
and as demand generated from Syrian refugee 
receded, according to the IMF. 
Economists said Jordan's ability to maintain a 
costly subsidy system and a large state 

bureaucracy was increasingly untenable in the 
absence of large foreign capital inflows or 
injections of foreign aid, which have dwindled as 
the Syrian crisis has gone on.  

 
(Reporting by Suleiman Al-Khalidi 
Editing by Susan Fenton and David Evans) 
(( suleiman.al-khalidi@thomsonreuters.com ; +962 79 
5521407; Reuters Messaging: suleiman.al-
khalidi.reuters.com@thomsonreuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Laos 

Laos prices four-tranche baht bond  

20-Nov-2018  

SINGAPORE, Nov 20 (IFR) - The Lao People’s 

Democratic Republic, rated BBB+ by Tris, will 
invite investors to subscribe to a four-tranche 
bond at end-November to raise up to Bt7bn 
(US$215.3m).  

A three-year tranche was priced at par to yield 
4.3%, a five-year tranche will pay 5%, a 10-
year piece will pay 6% and a 12-year tranche 
will yield 6.45%. 

As the deal will be targeted at mainly high-net-
worth investors, Laos priced the bonds before 
marketing to the market. The size of each 
tranche will be finalised after the completion of 
the subscription period from November 26 to 28.  
Bangkok Bank and Thanachart Bank are joint 

lead managers for the deal. 
The sovereign obtained approval from Thailand’s 
Ministry of Finance in September to issue bonds 
of up to Bt7bn from September 1 2018 to May 
31 2019.  
A portion of the proceeds will be converted into 
US dollars in accordance to the Thai 

government’s policies, which will require Laos to 
convert the monies on the onshore foreign 

currency market. These funds will be used for 
investment purposes in Laos.  
Another portion of the proceeds will be used to 
refinance a Bt2.566bn five-year note maturing 
on December 4. 

 
(Reporting by Kit Yin Boey; Editing by Vincent Baby) 
(( kityin.boey@thomsonreuters.com ; +65 64174549; 
Reuters Messaging: 
kityin.boey.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Lebanon 

"No state, no government": weary 

Lebanese mark 75 years of 

independence  

22-Nov-2018  

BEIRUT, Nov 22 (Reuters) - Lebanon marked 

75 years of independence on Thursday but 
while the military staged an invitation-only 
parade, many citizens saw little to celebrate 
with the nation's economic problems and 
political stalemate deepening. 

As the army closed off streets for its ceremony, 
protesters angry at worsening living conditions 
marched through Beirut under the slogan: "Our 

independence from your exploitation".  
More than six months since a parliamentary 
election, Prime Minister-designate Saad al-Hariri 
has hit a wall in trying to form a national unity 
government that is urgently needed to reform 
the budget and manage the country's huge debt 
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burden. 

"The economic situation is on the floor, there's 

no state, no government ... Once there's a state, 
we will celebrate independence," said Beirut 
worker Suzanne Awada. 
Around 200 people joined the protest but while 
the turnout was small, the complaints on their 
banners are daily topics of conversation across 

the country: corruption, bad water and power 
supplies, unemployment, pollution, poor 
education and housing, the national debt and 
political infighting. 
"We want to say to the country's ruling mafia 
that it is responsible for the political, economic, 

social and environmental deterioration we are 
experiencing," protest co-organisers You Stink 
said in an online statement. 

Lebanon has the world's third largest public debt 
as a proportion of its economy and low growth, 
although the central bank says the Lebanese 
pound's peg to the dollar is stable. The country 

is also hosting more than a million refugees from 
the war in neighbouring Syria. 
A new government committed to reform would 
unlock more than $11 billion worth of donor 
investment for infrastructure needing repair 
since a 15-year civil war ended in 1990. 
"BROKEN DREAMS" 
Lebanon is no stranger to political paralysis 
and governments often take months to form, 
but the economic pressures are making the 
mood tense.  

"It's a state of thieves. Throw them in the sea," 
48-year-old Abu Ali said on Beirut's Corniche. 
The waterfront promenade is one of the crowded 
capital's few public spaces, but the smell of 

sewage and garbage floating on greasy waves 
are emblematic of many of the government's 
failures. 
President Michel Aoun acknowledged citizens' 
frustration in an address marking the 
anniversary of independence in 1943 from 
French rule.  

"The Lebanese people (are) sick of promises, 
have almost despaired of grasping interests, are 
tired of the indifference of decision-makers to 
their concerns, their unemployment, their rights 

and their broken dreams," he said on 
Wednesday. 
Aoun said the country no longer had the luxury 

of wasting time on government formation and 
called on officials and parties to set aside their 
interests and work for the Lebanese people.  
IMPASSE  
However, Aoun offered no solution of his own to 
break the impasse. The current obstacle 

surrounds Sunni Muslim representation in the 
cabinet, where the 30 seats must be allocated 
along sectarian lines. 
Hezbollah, an armed Shi'ite group backed by 
Iran, wants one of six Sunni lawmakers allied to 

it to get a cabinet job. Hariri has refused to give 
up one of the seats allocated for his mainly 

Sunni party, and no other major grouping has 
offered one either.  
Foreign states have often regarded tiny Lebanon 
as a theatre for their rivalry, exploiting the 

fissures between Muslim and Christian sects who 

have also courted outside intervention to help 

them in their struggles with each other. 
Many are left wondering how independent 
Lebanon really is.  
"In other countries people are proud of their 
independence from colonialism or other outside 
ties. In this country we are still tied to those 

outside - whether we want it or not," said 
protestor Elham Moubarak. 
 
(Reporting by Lisa Barrington, Issam Abdallah and 
Imad Creidi  
Writing by Lisa Barrington; editing by David Stamp) 
(( lisa.barrington@thomsonreuters.com ; +961(0) 
1954456; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistan 

Pakistan, IMF extend bailout talks after 

failing to reach agreement  

20-Nov-2018  

By Drazen Jorgic 
ISLAMABAD, Nov 20 (Reuters) - Pakistan has 

extended talks with the International 
Monetary Fund (IMF) after the two sides 
failed to agree on the terms of a bailout 
package, a finance ministry official said on 
Tuesday, with a final deal now expected by 
mid-January. 

Pakistan is negotiating its second IMF bailout 

since 2013 and talks had been expected to 
conclude this month during a visit by an IMF 
delegation to Islamabad. 
Finance ministry spokesman Noor Ahmed said 
there were still some issues to be ironed out. 
"We have covered a lot of areas in terms of 
convergence of views," Ahmed told Reuters. 

"But there is some more distance to be covered 
and that's not much. Another 20 percent of 
distance has to be covered." 
Ahmed said Pakistan would "stay engaged" 
with IMF officials to resolve the outstanding 
issues and "over the next two weeks we will 
bridge those gaps". A final deal is now 
expected to be signed off by mid-January. 

The IMF said in a statement the two sides had 

made "significant progress toward reaching an 
understanding on policy priorities and reforms 
that could be supported by a financial 
arrangement with the IMF".  
Mission head Harald Finger said there had been 
"productive discussions" during talks that began 
on November 7.  

"There has been broad agreement on the need 
for a comprehensive agenda of reforms and 
policy actions aimed at reducing the fiscal and 
current account deficits, bolstering international 
reserves, strengthening social protection, 

enhancing governance and transparency, and 

laying the foundations for a sustainable job-
creating growth path," he said.  
Pakistan is seeking its 13th bailout since the late 
1980s to deal with a current account deficit that 
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threatens to trigger a balance of payments 

crisis. 

Pakistan has already devalued the currency five 
times, slashing its value by more than a quarter, 
and hiked its main interest rate by 275 basis 
points since January, to 8.5 percent. 
Analysts say more rises are on the horizon. 
Prime Minister Imran Khan has also obtained 

short-term loans worth about $6 billion from 
historically Saudi Arabia. Staunch ally China has 
also promised to help, though it is unclear how 
much Beijing will contribute. 
Islamabad is discussing a bailout worth about $6 
billion with the IMF, according to local media 

reports.  
The IMF is pushing Islamabad to enact structural 
reforms needed to rebalance the economy, and 

rein in spending that has boosted growth but 
blown out the government budget. Pakistani 
officials fear this will further hurt economic 
growth. 

The IMF last month predicted Pakistan's growth, 
which hit 5.8 percent in the 12 months to end of 
June, will slow to 4 percent in 2019 and about 3 
percent in the medium term. 
 
(Reporting by Drazen Jorgic and Saad Sayeed; editing 
by Darren Schuettler and Andrew Roche) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia 

Fitch Affirms Saudi Arabia At 'A+'; 

Outlook Stable  

22-Nov-2018  
Nov 22 (Reuters) - Fitch: 
Fitch affirms Saudi Arabia at 'a+'; outlook 
stable. 

Fitch says amid continued deficits, expect that 
Saudi Arabia government to continue to issue 
domestic and international debt. 

 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Sri Lanka 

IMF delays Sri Lanka's loan discussion 

on political crisis  

20-Nov-2018 20:57:18  
COLOMBO, Nov 20 (Reuters) - The 

International Monetary Fund (IMF) said on 
Tuesday it had delayed discussions on Sri 
Lanka's next loan tranche due to the country's 

political crisis.  

The IMF has disbursed over $1 billion out of a 
$1.5 billion three-year extended fund facility 
(EFF) loan it agreed in 2016. The aim was to 
avert a financial crisis and support the economic 
reform agenda of the government then in power. 

That government was sacked on Oct. 26 by 

President Maithripala Sirisena due to differences 

with former prime minister Ranil 
Wickremesinghe, who was backing social market 
economic policies.  
Since the removal of Wickremesinghe, Sirisena 
has dissolved the parliament and called for a 
fresh election, but the Supreme Court last week 

ordered a suspension of that decree until it had 
heard petitions challenging the move as 
unconstitutional. 
In September, the IMF said its mission had 
made significant progress toward "reaching a 
staff-level agreement with the government on 

completing the fifth review of the EFF and 
discussions will continue during the annual 
meetings of the IMF and World Bank in 

October". 
On Tuesday an IMF spokesman told Reuters via 
email: "We are monitoring the situation and 
remain in close contact with our technical 

counterparts in Sri Lanka." 
"Program discussions on the 5th review of the 
IMF’s Extended Fund Facility are currently on 
hold, pending clarity on the political 
situation."  

After completion of the fifth review Sri Lanka 
would expect to receive a sixth tranche of about 
$250 million. The total loan was expected to 
have been disbursed with a seventh tranche by 

mid-2019.  
The political crisis has hit the economy. Already 

the rupee currency has fallen about 1.8 percent 
since the crisis unfolded last month. On Monday, 
the rupee fell to a record low of 177.20 per 
dollar. Foreign investors have pulled out more 

than 30 billion rupees ($169.5 million) since the 
crisis unfolded on Oct. 26. 
Moody's also downgraded Sri Lanka on Tuesday 
for the first time since it started rating the 
country in 2010, blaming a political crisis for 
exacerbating already problematic finances.  
 
(Reporting by Shihar Aneez, Editing by William 
Maclean) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Moody's downgrades Sri Lanka as 

political turmoil adds to refi risks  

21-Nov-2018  
SINGAPORE, Nov 21 (IFR) - Moody's late on 

Tuesday downgraded Sri Lanka's sovereign 
rating to B2 from B1, following the country's 
most recent political crisis. The outlook has 
been revised to stable from negative. 

The rating agency said ongoing tightening in 

external and domestic financing conditions, 

made worse by the ouster of the prime minister 
last month, had increased refinancing risks. 
President Maithripala Sirisena on October 26 
sacked Prime Minister Ranil Wickremesinghe and 
shortly afterwards replaced him with Mahinda 
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Rajapakse. Since then, Rajapakse has lost two 

no-confidence votes, his supporters last week 

threw books and chilli powder at opposition 
lawmakers, and parliament was adjourned after 
five minutes on Monday. 
"If prolonged, tightening global financial 
conditions and domestic political instability could 
hinder the government's access to global capital 

markets, curb foreign direct investment inflows 
to the country and reduce funding from 
international lenders," wrote Moody's. "Such 
conditions would undermine the sovereign's 
ability to meet its large external repayment 
obligations." 

It said that Sri Lanka needs to make principal 
payments on external debt that could be as 
much as US$4bn per year between 2019 and 

2023. 
Sri Lanka's 2023 bonds slipped 0.2 points to 
89.4 in overnight trading, implying a yield of 
8.7%, according to Tradeweb. The 2028s 

dropped 0.4 points to 86, or a yield of 9.0%. 
S&P and Fitch both rate Sri Lanka B+. 
 
(Reporting by Daniel Stanton; Editing by David 
Holland) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Sri Lanka arranges funds to repay $1 

bln eurobond   

21-Nov-2018  
By Shihar Aneez 
COLOMBO, Nov 21 (Reuters) - Sri Lanka has 

arranged funds to repay $1 billion for a 

sovereign bond maturing in January, a finance 
ministry official said on Wednesday, seeking 
to assure investors that the island's political 
crisis will not hurt its ability to service debt. 

The official's comments came a day after 
Moody's downgraded Sri Lanka's credit rating for 
the first time in eight years, blaming the crisis 
for aggravating already problematic finances. 
A bitter row over President Maithripala Sirisena's 

sacking of Prime Minister Ranil Wickremesinghe 
last month and the competing influences of 
China and India have shattered the island's 
fragile ruling coalition. 
"There is no problem in servicing the debt. 
Under the constitutional provisions, the debt 
servicing comes under special laws and not 
under the parliament appropriation bill. We 

have already arranged $1 billion for the debt 
repayment in January," the official told 
Reuters. 

The official didn't want to be named as he was 
not authorised to speak to reporters. 
Sri Lanka is scheduled to repay over a total of 
$5.8 billion including $1.54 billion in interest 

payments in the next 12 months, the central 

bank's latest data showed. Foreign reserves 
were at $7.2 billion. 
The central bank in a statement said it had 
initiated negotiations with central banks of 

friendly nations to obtain foreign currency swap 

facilities of "sizable amounts". 

"These measures will further strengthen the 
country’s foreign reserve adequacy, and would 
enable timely servicing of external obligations 
while intervening cautiously in the foreign 
exchange market to prevent a disorderly 
adjustment of the exchange rate," the central 

bank said. 
Since the removal of Wickremesinghe, Sirisena 
has dissolved parliament and called for a fresh 
election, but the Supreme Court last week 
ordered a suspension of that decree until it had 
heard petitions challenging the move as 

unconstitutional. 
The political instability has raised fears it will 
hurt the economy and impact the country's 

ability to service its large external debt taken to 
finance reconstruction following the end the civil 
war in 2009.  
Moody's cut Sri Lanka to B2 from B1 and, 

though there is likely to be relief in Colombo that 
it put a "stable" outlook on the new rating, the 
credit agency underscored ongoing risks. 
The finance ministry said the downgrade would 
raise the costs of external borrowing, although 
the country did not have any plans to raise more 
funds overseas this year. 

 
(Reporting by Shihar Aneez; Editing by Sanjeev 
Miglani and Nick Macfie) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Vietnam 

Vietnam has big plans for its bond 

market Its bond market reached 20% 

of GDP in 2014 and goal is 65% in 

2030.  

23-Nov-2018  
Its bond market reached 20% of GDP in 2014 
and goal is 65% in 2030; but gaps in 
disclosure requirements, regulation, liquidity 
and secondary trading need to be filled. 

VIETNAM has drawn up a roadmap for its bond 
market, with an ambitious goal to increase the 
size of the sector to 45 per cent of gross 

domestic product - and further to 65 per cent in 
2030. 
Its "Roadmap for Developing the Bond Market, 
2017-2020 and Vision Toward 2030" sees the 
country revamping the market, improving 
procedures and enacting liberal financial sector 

laws. 
The Vietnamese bond market reached 20 per 
cent of GDP in 2014, reflecting its impressive 
development, and it posted the fastest growth 
rate in the region of 8.6 per cent in the first 
quarter of this year, up from 2.7 per cent in 
the fourth quarter of last year. 

Yet, the Asian Development Bank (ADB) 
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declared in a report released in October that the 

size of the Vietnamese bond market was still far 

below that of Thailand (70 per cent of GDP) and 
trails that of the Philippines (30 per cent). But 
Vietnam's exceeds the size of Indonesia's bond 
market which stands at 10 per cent of GDP. 
The Vietnamese bond market faces varied 
challenges. According to the Vietnam Bond 

Market Association these challenges are: a 
limited institutional investor base, an insufficient 
range of financial instruments or products as 
hedging tools, a very limited pool of potential 
issuers for corporate bonds, inconsistencies and 
gaps in the regulatory framework, and 

deficiencies in the offering and issuance process 
for corporate bonds. 
OTHER WEAKNESSES  

There are, moreover, other weaknesses, such as 
inadequate disclosure requirements, limited 
regulatory capacity, shortage of liquidity and 
little or no secondary market trading for 

corporate bonds. 
Government bonds issued by the ministry of 
finance dominate the market with a 90 per 
cent share. Next in the hierarchy are 
corporate bonds, government-guaranteed 
bonds, and then the municipal bonds. 

The maturity period of government bills and 
bonds varies from less than one year to 30 
years. The financial markets have issued 

corporate bonds and convertible bonds since 
2005 and 2006, respectively. 

There is an imbalance in the maturity terms of 
the new government bonds, issued by the state 
to raise funds. On average, the maturity of 
government bonds increased from 2.8 years in 
2013 to five years in June 2016, as the 

government has addressed this issue by a two-
prong approach - wooing long-haul investors 
such as insurance companies and pension funds, 
and curtailing the issuing of bonds with shorter 
maturities. 
The banks, however, prefer government bonds 

with shorter maturities. The banks, which hold 
some 80 per cent of government bonds, have 
found that there is a large demand for short-
term instruments which are in short supply. 

In the corporate bond market, a major portion of 
the issues are private placements, except for a 
few issues that are listed on the Hanoi Stock 

Exchange (HNX) and the Ho Chi Minh City Stock 
Exchange (HOSE). 
There is a deficient regulatory framework for 
private placements. After an issue, it is difficult 
to obtain information on the issuing companies 
and the specifics of the issue. An outcome of this 
anomaly is that there is almost no secondary 

market. 
Investors lack proper guidance on the issues 
because there are no international credit rating 
agencies in the country (and only one fledgling 

local one). As a result, many corporate bonds do 
not get a credit rating. This lacuna will become a 

major problem as the corporate bond market 
grows alongside the emergence of a secondary 
market. 
The Vietnamese bond market consists of two 

market segments: an over the counter (OTC) 
market and an exchange market. Most bonds 
were previously traded in the OTC market by 
phone. Recently, however, the share of the 
exchange market has grown. 

The share of the government bonds is 
disproportionately large. The corporate bonds 
listed on the HNX and HOSE are traded on these 
two exchanges, although trading volumes and 
values are very small compared with those of 

unlisted bonds which are traded in the OTC 
market. 
The objectives of the "roadmap" are to develop 
both depth and breadth in the bond market, in 
line with international standards by modernising 
the market's infrastructure in order to improve 
its ability to act as an important channel for 

raising medium- and long-term funds with 
reasonable costs. 
Besides strengthening the government bond 
market, the underlying idea is to boost the 
development of the corporate bond market to 
support enterprises in raising funds, and help 

them to improve the standard of corporate 
management and information disclosure. 
As the bond market begins the process of 
reforms under the "roadmap", it will need to 
attract foreign investors. The bond market is 
open to foreign nonresident investors who can 
invest without restrictions in government bonds, 

government-guaranteed bonds, and municipal 
government bonds. 

NEW LAWS, AMENDMENTS  
Foreigners, however, face certain restrictions in 
investments in corporate bonds, particularly in 
convertible bonds, and especially those issued 
by commercial banks. Foreign nonresidents are 

required to open an indirectly-invested capital 
account in Vietnamese dong, and they can 
conduct foreign exchange transactions through 
such an account. 
The government's determination to improve 
the bond market and the broader financial 
market is seen in a raft of new laws and 

amendments that are in the pipeline. These 

are, first, the Law on Public Debt governing the 
risk management of government bonds. The 

amendments would clarify the source of funds to 
redeem government bonds and municipal bonds, 
and they would spell out the government's 
jurisdiction and autonomy in conducting swap 

and redemption of those bonds. 
Secondly, an amendment of the Law on the 
State Bank of Vietnam and the Law on Credit 
Institutions would permit the credit institutions 
to make use of government bonds as a part of 
their reserves. Thirdly, the Deposit Insurance of 
Vietnam, that protects the legal rights of 

depositors, would be allowed to sell government 
bonds if necessary. And fourthly, an amendment 
to the Law on Securities would clarify the 

conditions for the issuing of bonds and their 
registration by providing investors with adequate 
information. 
The future of the bond market in this fast-

growing country will depend on the reforms 
under way, and the reforms will depend upon 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  11 

the kinds of decisions taken by the authorities in 

Vietnam. 

 
The writer is editor-in-chief of The Calcutta Journal of 
Global Affairs  
Copyright (c) 2018 SHARED 
 

EUROPE 

 

Albania 

Albania needs to make GDP growth 

more "inclusive", beware PPPs  

20-Nov-2018  
•IMF sees growth slowing to 3.7 pct in 2019 
from 4 pct 
•Less optimistic than govt on debt reduction 

By Benet Koleka 
TIRANA, Nov 20 (Reuters) - Albania needs to 

ensure its economic growth is "inclusive and 

sustainable" to keep people from migrating, 
and the country should be wary of taking on 
any more public-private partnerships (PPPs), 
the IMF said on Tuesday. 

The government holds bi-annual consultations 
with the International Monetary Fund after it 
chose not to sign a fresh agreement with it since 
a three-year 300-million euro package to solidify 
its finances ran out in February last year. 

Jan Kees Martijn, the IMF team leader, told 
reporters they expected gross domestic product 
to grow 4 percent in 2018 and to slow to 3.7 
percent in 2019. Albania sees 2019 growth at 4 
percent. 
"At the same time, much remains to be done to 

make this growth more sustainable and 
inclusive, and to reduce the appeal of 
emigration," Martijn said. 
"Albania is strongly exposed to the increasing 
risks to growth in Europe, including in its 
main trading partners. A downturn in these 
countries could spill over through lower 
exports, remittances, and Foreign Direct 
Investment." 

Albania strongly felt the effects of the global 

financial crisis since its economy is linked to 
Greece and Italy via trade, banking, investments 
and the 1-million strong Albanian migrant 
community in those countries. 
The IMF projected the budget deficit staying 
close to 2 percent of GDP in 2018 and 2019, 

leading to a decline of public debt to 62.3 
percent of GDP by 2021, a slower reduction than 
the IMF has recommended. 
Albania believes it can cut debt to 60 percent of 
GDP by 2021, but Martijn said "further fiscal 
adjustment will be needed".  
Public-private partnerships to build roads and 

energy projects have increased rapidly and 

raised fiscal risks, Martijn said and urged Albania 
to decline unsolicited PPP proposals and strongly 
hinted the government stop funding other PPPs. 
"While the projected PPP-related spending 
remains below the legal limit of 5 percent of tax 

revenues, this leaves little room for any 

additional government-funded PPP projects," he 

said. 
 
(Reporting by Benet Koleka 
Editing by Robin Pomeroy) 
(( benet.koleka@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Albania passes 2019 budget, sees 4.3 

pct GDP growth  

22-Nov-2018  
By Benet Koleka 
TIRANA, Nov 22 (Reuters) - Albania's 

parliament passed a budget on Thursday that 
targets 4.3 percent growth in gross domestic 
product, cuts the budget deficit to 1.9 percent 

and public debt to 64.9 percent of GDP. 

The government's estimate of GDP growth next 
year is more optimistic than that of the 
International Monetary Fund (IMF) that predicts 
growth will soften to 3.7 percent in 2019. 
"I would say the budget mainly accelerates 
economic growth but also public investments 
and further lowers public debt," Finance Minister 

Arben Ahmetaj told parliament.  
"Growth will mean 234,000 new jobs," Ahmetaj 
added. 
He added the budget had also "a very social 
dimension" since it raised wages and continued 
fiscal relaxation in some categories. However, 

the IMF, citing absence of fiscal space, urged 
Albania to roll back ad-hoc tax cuts and 
exemptions. 
Wages for those working in the health sector, 
defence, jails and the diplomatic corps will go 
up. Dividend tax will be slashed to 8 percent 
from 15 percent and 15,000 employers will be 

given cuts on taxation for mid-level and high 
earners.  
Public investments in 2019 will reach $900 
million, or 5 percent of GDP to boost growth 
and employment, with plans to add about 
30,000 people to the workforce. 

Building new roads, schools and energy projects 
will come from a 1 billion dollar, or bigger, 

package of public-private partnerships (PPPs), 
whose existing and potential stock stands at 46 
percent of GDP. The IMF advised against any 
more PPPs. 
As parliament debated the budget, protesters 
angered by plans to demolish their houses to 
build a new ring road in the capital Tirana 

clashed with police.  
A dozen officers, including female officer who 
lost two fingers from a small explosive device, 
and some protesters were injured. Most of them 
are squatters, the government said, and will be 
paid rent while the rest will be compensated. 
Revenue for 2019 is planned at 486.477 million 

lek ($4.45 million), or 27.8 percent of GDP, and 
expenditure of 519.377 million lek, resulting in a 
deficit of 32.9 million lek. 
Half of the revenue from possible sale of state 
property will be used to reduce the public debt 
and the other half to increase capital 
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expenditure. The budget also considers a Euro 

bond or "a budget support loan". 

 
(Reporting by Benet Koleka; Editing by Toby Chopra) 
(( benet.koleka@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Bulgaria 

Bulgaria c/a surplus at 4.0 pct/GDP 

through September   

19-Nov-2018  
SOFIA, Nov 19 (Reuters) - Bulgaria's current 

account surplus eased to 4.0 percent of gross 

domestic product from January to September, 
from a surplus of 7.0 percent in the same 
period a year earlier, mainly due to weaker 
exports, central bank data showed on Monday. 
For September, the current account posted a 
surplus of 313 million euros ($358 million), 
compared with a surplus of 569 million euros in 
September 2017. 

Foreign direct investment, much needed to 
boost sustainable growth in the Black Sea state, 
remain low at 826 million euros through 
September, compared with 809 million euros in 
the same period in 2017. 
The finance ministry sees the current account 
posting a surplus of 2.9 percent of GDP in 2018, 

after 6.5 percent surplus in 2017. It expects the 

surplus to ease to 0.9 percent in 2019, mainly 
due to slower exports and a pickup in imports 
driven by domestic demand. 
 
($1 = 0.8751 euros) 
(Reporting by Tsvetelia Tsolova) 
(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
93-99-731) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia 

Croatia sells 1.489 bln kuna (200 mln 

euro) of one-year T-bills   

20-Nov-2018  
ZAGREB (Croatia), November 20 (SeeNews) - 
Croatia's finance ministry said on Tuesday it 
sold one-year T-bills worth 1.489 billion kuna 
($229.2 million/200.5 million euro), slightly 
below its target of 1.5 billion kuna. 

The yield on the kuna-denominated T-bills was 
0.09%, flat from the previous auction of one-

year kuna denominated Treasury bills held on 
October 23. 
The government securities issue will mature on 
November 21, 2019, according to a tender 
notice posted on the website of the finance 

ministry. 
 
(1 euro = 7.42555 kuna) 
Copyright 2018 SeeNews. 
 

 

Czech Republic 

Czechs will not auction any bonds in 

December  

19-Nov-2018  
PRAGUE, Nov 19 (Reuters) - The Czech Finance 

Ministry will not offer any domestic 
government bonds in December, the ministry 
said on Monday. 

The ministry also confirmed the maximum 
expected nominal value of bonds sold in auctions 
in the fourth quarter at 20 billion crowns. 

The ministry added it would offer up to 10 billion 
crowns worth of short-term Treasury bills 
through two auctions scheduled for December. It 

also confirmed the expected nominal value of T-
bills sold in the fourth quarter is 10 billion 
crowns excluding roll-over. 

 
(Reporting by Mirka Krufova; Editing by Robert Muller) 
((prague.newsroom@thomsonreuters.com)(+420 224 
190 477)(Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net)) 
 
 

Hungary 

Hungary's economy to grow by over 4 

pct in 2019, EU funds to flow   

22-Nov-2018  
By Krisztina Than and Gergely Szakacs 
BUDAPEST, Nov 21 (Reuters) - Hungary's 

economy is on track to grow by over 4 percent 
next year despite a "more difficult" period 

ahead for the European economy, Finance 
Minister Mihaly Varga told Reuters in an 
interview on Wednesday. 

Economic growth came in at a higher-than-
expected annual 4.8 percent in the third quarter, 
just shy of a 4.9-percent clip in the second 
quarter -- the highest levels in over a decade. 
Varga said government measures to boost 

domestic consumption as well as a high 

investment rate would continue to support the 
economy next year, while the manufacturing and 
services sectors would also contribute to keeping 
growth over 4 percent. 
He said the Hungarian economy, which some 
analysts have said was too reliant on output by 

major German carmakers, has not yet felt any 
direct impact of a possible slowdown in car 
demand. 
"What we hear from many places in Europe that 
German and European car sales have fallen by 
6-7 percent, that is clearly the case, but that is 

not due to weaker demand but new regulations 
issued by the EU," Varga said. 
He said Hungary, which relies heavily on EU 

funds for public sector investments, was 
expecting further reimbursements from Brussels 
for invoices filed so far. 
Higher spending on pre-financing EU-backed 

projects pushed the cash-flow budget deficit 

mailto:Publicdebtnet.dt@tesoro.it
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above the full-year target in the first ten 

months, as reimbursements from the EU have 

been lagging due to a dispute with EU 
authorities. 
"Last year we received reimbursements for 
invoices issued in early December," Varga said. 
"We have the same situation this year, but the 
gap has opened somewhat wider." 

He said Hungary had pre-financed over 1.5 
trillion forints ($5.32 billion) worth of spending, 
of which only some 600 billion have been 
reimbursed so far. 
"Based on the current discussions, I am 
optimistic and expect that these funds will arrive 

by the end of the year." 
NEW RETIREMENT BOND 
Despite higher-than-expected inflation readings 

in the past two months, Varga said there was no 
reason to be concerned, as prices were lifted by 
temporary effects, such as an excise tax hike, 
and inflation would return to 3 percent next 

year. 
Varga added that the government was 
planning to launch a new retirement bond to 
complement already available retirement 
savings programmes on the market, such as 
private pension funds. 

He said the new, long-term bonds would mature 
when their owners reach retirement age and 
would either be paid in a lump sum with interest 

or in monthly instalments. 
Varga said the retirement bond would be priced 

"similarly" to the already available baby bonds, 
which carry a 3 percent premium over inflation, 
but added that the premium could vary 
depending on the age of bond buyers. He said 
the new bond would be aimed at retail buyers, 

not institutional investors. 
Varga said Hungary still aimed to lower the 
share of foreign currency debt in its total debt 
stock further, as well as curbing the share of 
foreign investors holding Hungarian government 
debt. 

"From that regard, it is not in our interests to 
issue either a euro or a dollar bond already at 
the start of the year," he said. 
He added however that Budapest was in 

continuous contact with Chinese partners, where 
it issued Panda bonds in July. 
"And we have also restored the Japanese 

connection linked to the previous issuances. Our 
issuance permits would have expired, but we 
have decided to keep them alive." 
 
($1 = 281.84 forints) 
(Writing by Gergely Szakacs; Editing by Toby Chopra) 
(( gergely.szakacs@reuters.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Macedonia 

Macedonia should seize new EU 

prospect to reform, raise growth  

19-Nov-2018 9  

SARAJEVO, Nov 19 (Reuters) - Macedonia 

should seize on the prospect of faster EU 
integration to push ahead with reforms that 
will enable stronger economic growth, the 
International Monetary Fund said on Monday. 
Skopje's agreement with Athens to change the 
country's name to the Republic of North 

Macedonia is set to unblock its NATO and EU 
membership bids. Parliament is expected to pass 
constitutional changes and officially adopt the 
new name by the end of January the latest. 
"A decisive push for structural reforms and 
opening of EU accession negotiations could 
boost growth through higher capital inflows 
and enhanced confidence," the IMF said in a 

statement following its mission's visit to the 
country.  

The lender said Macedonia's economy is 
projected to grow 2.8 percent in 2019, after 2 
percent this year. Growth is expected to reach 
3.5 percent over the medium term, based on 
planned infrastructure investment and stronger 
exports. 

But renewed political uncertainty remains a key 
risk, the fund said. The government needs to 
address labour market weaknesses, such as skill 
shortages and labour migration, in a country 
with an official unemployment rate of 21 
percent. 

The IMF recommended reforms to strengthen 

governance, the rule of law and the judicial 
system, and tackle tax evasion. 
While the banking sector is healthy, with banks 
well capitalised, liquid and profitable, the 
operational independence of the central bank 
must be ensured and supervision intensified for 

systematically important banks, the lender said. 
 
(Reporting by Daria Sito-Sucic; Editing by Peter Graff) 
(( daria.sito-sucic@thomsonreuters.com ; +38733 295 
484; Reuters Messaging: daria.sito-
sucic.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Moldova 

Moldova central bank chief resigns 

after return to financial stability  

20-Nov-2018  
CHISINAU, Nov 20 (Reuters) - Moldovan 

Central Bank Governor Sergiu Cioclea has 
submitted a letter of resignation to 
parliament, saying on Tuesday the country 
had returned to financial stability and 
implemented difficult reform.  

"I submitted to the speaker of the parliament, 
Andrian Candu, a statement of my resignation," 
Cioclea said, adding he hoped to leave office by 

Nov. 30.  

"The Moldovan banking system has been 
brought out of crisis, it is sufficiently 
recapitalised and does not represent dangers 
and threats to the economy, economic entities, 
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and most importantly, the population," he told 

reporters.  

Cioclea took office in April 2016 in the wake of a 
banking scandal that plunged the eastern 
European country into political and economic 
turmoil.  
Since then the central bank, backed by the 
International Monetary Fund and the World 

Bank, has sought to bring more transparency 
into the financial system and tackle corruption.  
Moldova plunged into crisis after the 
disappearance of $1 billion from three banks 
with opaque ownership structures between 
2012-2014. 

Known locally as the "theft of the century", the 
scandal triggered street protests, the leu 
currency plunged to record lows and inflation 

climbed into double digits. 
 
(Reporting by Alexander Tanas; Writing by Matthias 
Williams; 
Editing by Alison Williams) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Fitch affirms Romania at 'BBB-', 

outlook stable, warns on loose fiscal 

policies  

17-Nov-2018  
BUCHAREST (Romania), November 17 
(SeeNews) - Fitch Ratings said it has affirmed 

Romania's long-term foreign and local 
currency issuer default ratings (IDR) at 'BBB-
', with stable outlooks, but warned that a 

loosening in fiscal policy since 2016 has 
weakened the public finances. 

The issue ratings on Romania's senior unsecured 
foreign and local currency bonds have also been 
affirmed at 'BBB-'/F3, while the country ceiling 
has been affirmed at 'BBB+' and the short-term 
foreign currency IDR at 'F3', the rating agency 
said in a statement on Friday evening. 

Outturns for the first nine months of 2018 show 

revenues were just 69% of the revised full year 
targets and the budget deficit was 1pp of GDP 
higher than the corresponding period in 2017, 
Fitch warned. 
Nevertheless, Fitch expects the government 
to meet its 2018 general government budget 

deficit target of 2.96% (ESA basis) through 
deferring capital expenditure and ad hoc 
measures, as in 2017, so as to avoid the EU 
placing it in the Excessive Deficit Procedure. 

"Fitch Ratings' announcement is a new 
recognition that Romania enjoys sustainable 
economic growth, which will help to strengthen 
investor confidence in the country's economy, as 
well as its robust growth prospects," Romania's 

finance minister Eugen Teodorovici said in a 
separate statement on Saturday. 
Fitch last reviewed Romania in July, when it 
maintained the long-term foreign currency issuer 
default ratings (IDR) at BBB-, with stable 

outlooks, warning that a pro-cyclical fiscal 

loosening with a positive output gap poses risks 

to macroeconomic stability. 
Romania's 2017 budget is built on projections 
for 4.5% economic growth and deficit equivalent 
to 2.96% of GDP. 
Fitch also said in the statement: 
"KEY RATING DRIVERS  
Romania's investment-grade ratings are 
supported by moderate levels of public debt, 
and GDP per capita and governance indicators 
that are in line with 'BBB' category rated 

peers. However, pro-cyclical fiscal loosening 
with a positive output gap poses risks to 
macroeconomic stability. 
Romania's economy stagnated in 1Q18 on a qoq 

basis, reducing annual growth to 4.2%, from 

6.6% in 4Q17. Gains from rapid wage increases 
and tax cuts have now begun to fade, consistent 
with Fitch's view. As a result, the agency has left 
its real GDP forecasts unchanged, projecting 
growth of 3.8% in 2018 and 3.3% in 2019. With 
the sharp slowdown in 1Q18 GDP, weakening of 

economic sentiment indicators, tighter monetary 
policy, higher inflationary pressures, and 
renewed external uncertainties, a "hard-landing" 
scenario presents a downside risk. Balancing 
fiscal policy with macroeconomic stability is 
likely to be challenging for the government. 
Romania's GDP per capita is projected to move 

above the current median level of 'BBB' category 
rated peers in 2018. The European Commission 

estimates Romania's potential GDP reached 
4.1% in 2017 from a five-year average of 2.7%, 
led by gains in total factor productivity, although 
it faces headwinds from weak demographics. 

Meanwhile the labour market is tightening and 
labour productivity growth continues to lag 
behind wage growth. 
Expansionary fiscal policy has weakened the 
public finances. Although Romania kept its 
2017 headline budget deficit below the EU's 
Maastricht ceiling of 3% of GDP (at 2.9%) - 
which is still an important policy anchor for 
the government - this was flattered by strong 

economic growth and also relied on cuts to 

capital spending. Fitch does not believe this can 

be sustained, and expects Romania's budget 
deficit to widen towards 3.4% of GDP in 2018 
and 3.6% in 2019. This contrasts with the 
government's budget deficit target of 2.96% of 
GDP for 2018, based on real GDP growth of 
5.5%. The authorities expect a 6pp cut in the 

rate of personal income tax (PIT) to reduce 
revenue by 1.5% of GDP and be partially offset 
by changes in social security contributions. 
Meanwhile, further increases in minimum wages 
and hikes to public sector wages and pensions 
have added to underlying pressures. 

Fiscal loosening with an increasing positive 
output gap will lead to further deterioration in 
Romania's structural fiscal deficit in 2018. In 

2017, the structural deficit reached 3.3% of 
GDP, widening 3pps in two years, contrary to 
national and EU fiscal rules. Based on Fitch's 
baseline, there is increasing risk of Romania re-

entering the EU Excessive Deficit Procedure as 
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soon as 2019, having only exited it in 2013. 

Romania's general government debt ratio was 

35% of GDP end-2017. Lower growth and 
projection for a wider primary fiscal deficit have 
led Fitch to forecast the debt ratio to increase to 
35.9% of GDP in 2018. This remains in line with 
the projected current median ratio of 'BBB' 
category peers. However, without fiscal 

consolidation, Romania's debt ratio is on an 
upward trajectory under Fitch's long-term debt 
dynamics. 
Romania's external finances remain weaker 
than that of 'BBB' rated peers. Pro-cyclical 
fiscal policy, which fuelled domestic 
consumption, led to a widening of the current 
account deficit (CAD) to 3.4% of GDP in 2017 

from 2.1% in 2016. For 2018-2019, Fitch is 

projecting an average CAD of 3.9% of GDP on 
the back of a widening trade deficit. This 
compares with a median CAD of 2.1% of GDP 
across 'BBB' rated peers. A widening of the CAD 
risks stalling the decline in Romania's net 
external debt position, which at an estimated 

19.3% of GDP (end-2017) remains above the 
majority of 'BBB' rated peers'. 
Romania's banking sector remains stable. 
Banks are well-capitalised, with an average 
capital adequacy ratio of 19.8% (March 
2018). Liquidity is also ample, with a loan-to-
deposit ratio at 75.3% (March 2018). 
Meanwhile, asset quality continues to improve, 
with non-performing loans on a steady decline, 

reaching 6.2% (March 2018) from 9.6% at end-
2016. Credit activity continues to recover, 
predominately led by the household sector, 
where average annual growth in loans in the 
first five months of 2018 was 9.2%, compared 
with 5.3% in the same period in 2017. 
Consumer price inflation spiked to 5.2% in April, 

reflecting exchange rate depreciation, higher 
energy prices and administered prices, as well 
as strong domestic demand. Since January 
2018, the National Bank of Romania (NBR) has 
increased its key policy rate three times, each 
by 25bps. Currently at 2.5%, Fitch projects at 

least one additional rate hike this year, and 
forecasts inflation to average 4.5%, up from 3% 

in 2017. 
Uncertainty surrounding judicial reform remains 
a risk to Romania's governance indicators, which 
currently stand in line with the 'BBB' peer 
median. Lack of public support for controversial 

reforms to the criminal code has caused political 
tensions within the ruling coalition parties (PSD-
ALDE). Following a temporary loss of majority 
seats in the lower house of parliament in May, 
which has now been restored, PSD-ALDE also 
survived a no confidence motion on 28 June. 
Parliamentary elections are scheduled for 2020 

and Fitch does not currently see a risk of early 
elections. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) Fitch's 
proprietary SRM assigns Romania a score 
equivalent to a rating of 'BBB+' on the Long-

Term Foreign Currency (LTFC) IDR scale. 
Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final LTFC 

IDR by applying its QO, relative to rated peers, 

as follows: 
-Macroeconomics: -1 notch, to reflect the risk of 
macroeconomic instability posed by pro-cyclical 
fiscal and wage policy and a position in the 
economic cycle that is boosting some economic 
variables beyond sustainable levels and 

flattering Romania's SRM output. 
-External finances: -1 notch, to reflect 
Romania's higher net external debtor and net 
investment liabilities positions than the 'BBB' 
median, as well as widening CAD. 
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 positive rating action are: -
Reduced risks of macroeconomic instability -
Implementation of fiscal consolidation that 

improves the long-term trajectory of public 
debt/GDP -Sustained improvement in external 
finances 
The main factors that could, individually or 

collectively, trigger negative rating action are: -
Persistent high fiscal deficits leading to a rapid 

increase in government debt/GDP -An 
overheating of the economy or hard landing that 
undermines macroeconomic stability 
KEY ASSUMPTIONS  
-Fitch assumes Romania's main economic 
partners in the EU will benefit from economic 
growth in line with its Global Economic Outlook. 

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

'F3' Short-Term Local-Currency IDR affirmed at 
'F3' Country Ceiling affirmed at 'BBB+' Issue 

ratings on senior unsecured debt affirmed at 
'BBB-'/'F3' " 
 
(1 euro=4.6639 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Romania sells 693.9 mln lei (149 mln 

euro) of 2021 T-notes, yield falls  

19-Nov-2018  
BUCHAREST (Romania), November 19 

(SeeNews) - Romania sold on Monday 693.9 
million lei ($170 million/149 million euro) 
worth of Treasury notes maturing on October 
27 2021, above the initial target, central bank 
data showed. 

The average accepted yield fell to 4.05% from 
4.50% achieved at the last auction of 
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government securities of the same issue held in 

October, the data indicated. 

Demand for T-notes, which carry an annual 
coupon of 4%, fell to 808.9 million lei on 
Monday from 1.45 billion lei at the auction in 
October. 
The issue will be reopened on Tuesday when the 
finance ministry hopes to raise 90 million lei in a 

non-competitive tender. 
Romania's finance ministry plans to auction 
4.7 billion lei worth of government securities 
in November, including 540 million lei in non-
competitive offers. 

Since the beginning of 2018, the finance 
ministry has sold roughly 37 billion lei and 361 
million euro of domestic debt this year. It has 

also raised 3.75 billion euro on international 

markets from the sale of 2028 and 2030 
Eurobonds, as well as $1.2 billion of 2048 dollar 
bonds. 
 
(1 euro=4.6650 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Russian Eurobonds fall as emerging 

markets situation worsens  

20-Nov-2018  
MOSCOW. Nov 20 (Interfax) - Prices for most 

Russian Eurobonds fell moderately on 
Tuesday as the general situation in emerging 
markets worsened, however Russian bonds 
outperformed EM debt. 

US Treasuries inched up in price, and sovereign 
spreads widened. 
Russia's benchmark 2030 bonds were down 25 

basis points from previous closing by 6:15 p.m. 
Moscow time at 108.48% with yield at 4.71% 
per annum, 7 bps higher. Three-year US 
Treasuries were up 5 bps from previous closing 
at 97.72%, with yield practically down 2 bps to 
2.8%. Spread between Russia-30 and UST4 

widened 9 bps to 191 bps. 
Russia's 2043 bond was down 33 bps at 

103.76% yielding 5.59%, up 2 bps; the 2042 
bond was down 39 bps at 100.8%, yielding 
5.56%, up 3 bps; the 2026 bond was down 32 
bps at 97.61% with yield up 5.5 bps to 5.14%; 
and the 2023 bond fell 1 bp in price to 101.76% 

yielding 4.46%, unchanged. 
The new 2047 bond was down 45 bps to 90.65% 
with yield up 3.5 bps to 5.93%; and the new 10-
year bond maturing in 2027 was down 44 bps at 
93.82%, with yield up 7 bps at 5.15%. 
 
Pr Ak 

(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2018 Interfax. All rights reserved. 
 

 

Serbia 

Serbia redeems early 10 bln dinars 

(84.5 mln euro) of 3-yr T-notes  

20-Nov-2018  
BELGRADE (Serbia), November 20 (SeeNews) - 
Serbia's finance ministry completed on 
Tuesday the early redemption of 10 billion 
dinars ($96.4 million/84.5 million euro) of a 
three-year dinar-denominated Treasury notes 
issue maturing in February 2019. 

The ministry repurchased a total of 1,000,000 
notes at a price of 10,523.70 dinars apiece at an 

auction on Tuesday, or 100% of target, it said in 
a notice. 

The accepted interest rate amounted to 2.9%, 
the ministry said. 
The Treasury note issue was first auctioned on 
February 18, 2016, and its total value amounts 

to 108.7 million dinars, the finance ministry 
said. 
 
(1 euro = 118.306 dinars) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Slovakia 

Slovakia to reach balanced budget in 

2019  

20-Nov-2018  
BRATISLAVA, Nov 20 (Reuters) - The Slovak 

government will propose a balanced budget in 
2019, one year ahead of plan, Prime Minister 
Peter Pellegrini said on Tuesday. 

The government last month approved a 2019 
budget that had aimed to cut the public finance 
gap to 0.1 percent of gross domestic product, 
the lowest level ever, down from an estimated 
gap of 0.6 percent this year. 
"Based on recent analyses and outlooks for 
economic growth, I agreed with the finance 
minister that Slovakia can afford to be more 
ambitious in its deficit targets for next year," 
Pellegrini told reporters after a regular 
government meeting. 
"The minister will submit an amendment to the 
draft budget in the parliament so that 
lawmakers are able to pass a budget with a zero 

deficit for the first time in history (at the 
December session)." 
The plans are based on expected economic 
growth of 4.5 percent in 2019 - more than 
double the European Union and euro zone 
average.  

Slovakia's growth will be driven by its four 
automotive plants that export almost all of their 
output to western European countries.  

 
(Reporting by Tatiana Jancarikova 
Editing by Mark Heinrich) 
(( Tatiana.Jancarikova@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
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Slovenia 

Slovenia to increase public sector 

wages to avoid strikes  

21-Nov-2018  
LJUBLJANA, Nov 21 (Reuters) - Slovenia's 

government has agreed to increase most 
public sector wages by 4 percent from 
January, the Public Administration Ministry 
said on Wednesday, ending the threat of a 
round of strikes next month by teachers and 
nurses. 

Their trade unions had threatened industrial 

action but have now reached an agreement with 
the government. 

Selective wage hikes by up to 8 percent will 
follow in November 2019 and September 2020, 
the ministry said. 
"The total value of the increase will be about 
306 million euros ($350 million) over the next 
three years," said ministry spokeswoman 

Katja Mihelj Nagode. 

The ministry remains in talks with other public 
sector trade unions including those representing 
the police, who are demanding bigger wage 
hikes. 
Slovenia narrowly avoided an international 
bailout for its banks in 2013 and returned to 

economic growth a year later. Robust growth 
since then has prompted public sector trade 

unions to demand hefty wage hikes and earlier 
this year to stage a series of strikes. 
The government expects the economy to expand 
4.4 percent this year and 3.7 percent in 2019 
boosted by greater exports and investment and 

household demand. 
The finance ministry would not immediately 
comment on whether the agreed wage hikes 
would influence its plans to run a budget surplus 
of 0.2 percent of economic output in 2019 
versus a surplus of 0.5 percent this year. 

 
($1 = 0.8779 euros) 
(Reporting by Marja Novak; Editing by Hugh Lawson) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ukraine 

Ukraine seeks sub US$1bn loan with 

World Bank guarantees  

20-Nov-2018   
The government of Ukraine is seeking a sub-
US$1bn loan with guarantees from the World 
Bank, according to several sources. 

The government has already sent out requests 

for proposals to banks for the loan and is looking 
for commitments of between US$75-$100m 
from each lender, the sources said. 
The maturity of the loan could be around seven 
years but not all of the loan will be covered by 

the guarantee. 
 “The loan will not be 100% covered by the 
guarantee which some people might have 
issues with,” one of the bankers said. 

 Although it is expected there will be enough 
appetite for the loan, a number of banks that 
traditionally lend into Central and Eastern 
Europe will not lend to the Ukraine government. 
“If it was my money I would be very cautious as 

the country is in dire straits. Where our risk 
finds comfort is in secured pre-export finance 
transactions with three or four Ukrainian clients 
who have revenue outside of the country," the 
banker said.  "Ukraine has very shallow finances 
– it will probably get the money but only 
because of the World Bank pledges and because 

it is very politically popular to be seen 

supporting Ukraine at the moment.” 
A second banker said: “This is not a relationship 
play – it will only be interesting to the asset 
takers.” 
Ukraine, which is rated B- by both S&P and 

Fitch, raised US$2bn through an international 
bond offering in late October. It sold a US$750m 
note due February 2024 and a US$1.25bn bond 
due November 2028. 
 
((Sandrine.bradley@thomsonreuters.com; +44 207 
542 0651; Reuters Messaging: 
Sandrine.bradley.com@reuters.net;)) 
(c) Copyright Thomson Reuters 2018 
 
 

Ukraine parliament passes budget to 

unlock $3.9 bln in IMF loans  

23-Nov-2018  
By Natalia Zinets and Matthias Williams 
KIEV, Nov 23 (Reuters) - Ukrainian lawmakers 

passed the 2019 budget early on Friday, 
taking a crucial step to unlock $3.9 billion of 
loans from the International Monetary Fund to 
tide over a choppy election period next year.  

Exact details of the budget's final version are not 
yet public, but Prime Minister Volodymyr 
Groysman has promised to keep it in line with 
the IMF's requirements, which include a budget 

deficit of around 2.3 percent. 
"We have begun many processes, reforms and 
transformations," Groysman told lawmakers 
before the vote, held after parliament had 
worked through the night. "The country's budget 
is a key tool for the implementation of these 
tasks. 

"In the year '19, in the year of turbulence, we 
must ensure stability."  
Groysman had told Reuters last week he hoped 
to secure an IMF tranche as early as December 
once the budget passed, which would also pave 
the way for similar disbursals from the European 

Union and the World Bank. 
Ukraine has tapped the IMF and other 
international bodies for money to guarantee 
its stability, as it faces a rising debt burden 
over the next two years and closely-fought 
parliamentary and presidential elections in 
2019. 

The IMF loans may come at a political cost. The 
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government was required to raise household gas 

prices by nearly a quarter as a precondition for 

them, a move criticised by some opposition 
lawmakers during Thursday's parliamentary 
debates.  
On Thursday parliament also confirmed as 
finance minister Oksana Markarova, who has 
held the post on an acting basis since June. Her 

permanent appointment may give investors a 
signal of policy continuity.  
She, like Groysman and the central bank 
governor, has talked up Ukraine's need for 
further cooperation with the IMF, which 
supported the war-battered economy after the 

2014 annexation of Crimea and the outbreak of 
fighting in the east. 
IMF aid has effectively been frozen since April 

2017, as Ukraine's performance on reforms 
slowed and the government' proved reluctant to 
raise gas prices, kept artificially low since Soviet 
times, to market levels. 

"We will not vote for this budget," Oleh 
Bereziuk, the head of the opposition 
Samopomich faction, told reporters before the 
vote.  
"This budget is not for people and not for the 
state, it is a facade budget to get a tranche from 
the International Monetary Fund and avoid 

default. By and large, they (the government) 
want to avoid default before the elections." 
 
(Editing by Clarence Fernandez) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina on track to meet 2018 fiscal 

target  

21-Nov-2018  

PARIS, Nov 21 (Reuters) - Argentina is on track 

to meet its fiscal target this year and will 
decide at the end of the year whether to turn 
in an even lower deficit, Treasury Minister 
Nicolas Dujovne said on Wednesday. 

"We have a target of a primary deficit of 2.7 

percent of GDP. We are totally convinced that 
we will achieve the target and we will achieve 
the target without using any of the adjusters 
allowed in the IMF programme," Dujovne said. 
"Whether we surpass or not that target has to 
be seen, it is a decision that we will take at the 
end of the year," he told journalists in Paris after 

presenting plans to join the Organisation for 

Economic Cooperation and Development. 
 
(Reporting by Leigh Thomas; editing by Richard 
Lough) 
(( leigh.thomas@thomsonreuters.com ; +33 1 4949 
5143; )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Brazil 

Bolsonaro weighs options to reform 

complex Brazil tax system  

21-Nov-2018  
By Marcela Ayres 
BRASILIA, Nov 21 (Reuters) - Far-right 

president-elect Jair Bolsonaro, in a bid to 
reform Brazil's complex tax system, is 
analyzing three models: a program of gradual 
adjustment, adopting a value-added tax, or a 
broader plan that could include a tax on 

financial transactions, a source with direct 
knowledge of the proposals said. 

Bolsonaro was elected president in October on a 
market-friendly platform that included 
privatizations, cost-cutting, reforming a 
ballooning public pension system and stopping 
the fiscal deficit.  
Economists have often criticized Brazil's 

complicated tax system as a barrier to long-

term growth. Companies spend on average 
2,038 hours to do their taxes, or about 12 times 
the average in the wealthy OECD group of 
nations, according to the World Bank's "Doing 
Business" index. 
The source said Bolsonaro's team had not yet 

settled on any of the three proposals. Marcos 

Cintra, one of his advisors, has often defended 
in public a tax on financial transactions. 
At the same time, Brazil's Congress has been 
working on a tax reform plan of its own that 
supports adopting a value-added tax. 
Some Congressmen have said that they want to 

see that plan approved before the end of the 
year. Yet the plan would require a constitutional 
amendment, which under Brazilian law cannot 
be put to a vote until an army security federal 
intervention in the state of Rio de Janeiro is 
suspended. 
Bolsonaro will be inaugurated as president on 

Jan. 1.  
"The mood in the Lower House and in the 

Senate is 100 percent behind approving the 
creation of a value-added tax this year," said 
Luiz Carlos Hauly, the Congressman behind the 
plan. 

Cintra has said in the past that a value-added 
tax "would be disastrous" and that "tax reform 
requires a way to collect the tax based on the 
electronic cash flow of the banking system." 
 
(Reporting by Marcela Ayres; Writing by Marcelo 
Rochabrun 
Editing by Bruno Federowski and Bernadette Baum) 
(( marcelo.rochabrun@thomsonreuters.com ; +55 11 
5644 7768; )) 
(c) Copyright Thomson Reuters 2018. 
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Colombia 

Colombia withdraws VAT item from tax 

reform, studying bigger deficit  

22-Nov-2018  
BOGOTA, Nov 22 (Reuters) - Colombia's 

government agreed to withdraw a proposal to 
tax basic food items in a tax reform heading 
through congress, increasing pressure to cut 
costs or raise the fiscal deficit if it cannot find 
the lost resources. 

"The government and congress have reached an 
agreement not to tax the essential basic basket, 

we are still working to find alternatives that 
allow us to finance social programs," President 

Ivan Duque wrote on his Twitter account on 
Thursday. 
The controversial plan to place value added 
taxes on basic foods items was the backbone 
with which Finance Minister Alberto 
Carrasquilla hoped to raise 11.3 trillion pesos 

($3.5 billion) out of the 14 trillion pesos he 
wanted from the reform, known as the 
financing law. 

The VAT plan was roundly criticized for being a 
tax on the poor and something that would stoke 
inflation. 
Lawmakers said they found alternatives to the 
VAT idea that would raise 10 trillion pesos. 

"The 14-trillion pesos shortfall needs to be found 

to be able to act with fiscal responsibility, 
comply with the so-called fiscal rule and prevent 
Colombia from losing its investment grade, 
which would be very serious for Colombia 
because it would make us more expensive the 
public debt," Senator Fernando Araujo told local 

Caracol Radio on Thursday. 
Government and congressional sources told 
Reuters the idea of raising the 2019 fiscal 
deficit target to 2.9 percent of gross domestic 
product, from 2.4 percent, is being studied to 
raise the money. The government also could 
cut spending from next year's budget, the 
sources said. 

"We've looked at certain proposals that are 

satisfactory, we've reached some numbers and 
the amount we can't get to after that will have 
to be cut from the budget," center-right Senator 
Richard Aguilar told reporters.  
Other proposals in the original text are to raise 
income tax on middle-class and high earners, 
reduce business taxes, improve tax collection 

and combat evasion. 
Changes to the fiscal deficit may not be looked 
at favorably by credit rating agencies which 
want it reduced and called for a deep structural 
tax reform. 
Moody's revised its the outlook on its Baa2 
rating to negative from stable in February. That 

followed a S&P's decision to downgrade 
Colombia’s credit rating in December to BBB-, 
one notch above junk, citing concerns over the 
government’s ability to adequately cut the fiscal 
deficit. 
The reform must be approved by congress 

before the end of this year, limited time given 

opposition to so many items. 

 
(1 dollar = 3,196.26 pesos) 
(Reporting by Carlos Vargas and Nelson Bocanegra in 
Bogota 
Writing by Helen Murphy 
Editing by Nick Zieminski) 
(( helen.murphy@thomsonreuters.com ; +571-518-
5378; Reuters Messaging: 
helen.murphy.reuters.net@reuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Venezuela 

Venezuela economy shrank 16.6 pct in 

2017, central bank data shows  

22-Nov-2018  
By Mayela Armas and Corina Pons 

CARACAS, Nov 22 (Reuters) - Preliminary data 

compiled by Venezuela's central bank shows 
the economy shrank by 16.6 percent in 2017 
compared with the year before, two sources 
familiar with the matter said on Thursday, the 
country's sharpest decline on record. 

The OPEC nation's economy has been in free fall 
following the collapse of oil prices in 2014 and 
the unraveling of its socialist system, leading 

millions of people to leave the country to escape 
hyperinflation and rising malnutrition. 
But the central bank has stopped publishing 

economic indicators amid what President Nicolas 
Maduro describes as an "economic war" led by 
businesses and political adversaries. 
Preliminary data being prepared by technical 

experts shows that oil sector activity shrank 
11.3 percent in 2017 from 2016 while the non-
oil sector contracted 15.2 percent, said the 
sources, who asked not to be identified.  
The International Monetary Fund has been 
pressuring Venezuela for weeks to provide 
data on economic activity, consumer prices 

and balance of payments, the sources said. 

The central bank's board of directors is 
interested in providing the data to the IMF, 

according to the sources, but it has not officially 
approved the figures. 
One of the sources said that a member of the 
board was seeking to "sweeten" the data, or 
alter statistics such that economic problems look 

less dramatic. 
Venezuela's Information Ministry and the central 
bank did not respond to requests for comment.  
Jesus Faria of the all-powerful Constituent 
Assembly this week said that the government 
had made initial contact with the IMF to provide 

the data, adding that "we cannot allow ourselves 
to be hit with IMF sanctions, because such a 
move could lead to our expulsion from the 
institution." 

When asked for comment, an IMF spokesman 
referred Reuters to comments made by IMF 
Communications Department Director Gerry Rice 

in a Nov. 15 news briefing, when he said that 
IMF staff had made contact with Venezuelan 
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authorities on the issue of providing data and 

hoped the discussions would lead to a 

"productive conclusion."  
The sources did not provide consumer price data 
for 2017. But they said that the producer price 
index, which tends to move in tandem with 
consumer prices, rose 2,800 percent in 2017 
with respect to the prior year.  

That is in line with data from the opposition-run 
legislature, which began calculating economic 
indicators last year after the central bank 
stopped publishing official figures. 
The legislature says the producer price index 
rose 2,616 percent last year, and that annual 

inflation in October topped 833,000 percent. 
 
(Additional reporting by Brian Ellsworth 
Editing by Susan Thomas and Rosalba O'Brien) 
(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
(c) Copyright Thomson Reuters 2018. 
 

AFRICA 
 

Egypt 

Egypt sells $1.7 billion worth of dollar 

T-bills  

19-Nov-2018  

CAIRO, Nov 19 (Reuters) - Egypt sold $1.7 

billion worth of dollar-denominated treasury 
bills at an average yield of 3.697 percent on 
Monday, the central bank said.  

On Nov. 15, the bank said it would auction 
$1.675 billion worth of one-year dollar-
denominated treasury bills on Monday. It said 
the auction would be settled on Tuesday and is 

open to local banks and foreign institutions.  
One-year dollar-denominated treasury bills 
worth $1.73 billion issued a year ago are due to 
mature on Tuesday. 
 
(Reporting by Lena Masri 
Editing by Matthew Mpoke Bigg) 
(( Lena.Masri@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Egypt's budget deficit in Q1 FY 2018-

19 down to 1.9 pct  

20-Nov-2018  
CAIRO, Nov 20 (Reuters) - Egypt's budget 

deficit for the first quarter of the 2018-2019 
fiscal year starting in July was slightly down 
to 1.9 percent from 2 percent last year, 
Finance Minister Mohamed Maait said. 

Egypt has been looking to tighten control of its 

finances as it pushes ahead with ambitious 
economic reforms tied to a $12 billion three-year 
International Monetary Fund lending programme 

it agreed in late 2016. 
 

(Reporting by Ehab Farouk 
Writing by Amina Ismail 
Editing by Peter Graff) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Ethiopia 
 

Fitch Affirms Ethiopia at 'B'; Outlook 

Stable  

23-Nov-2018  
Fitch Ratings-Hong Kong-November 23: Fitch 
Ratings has affirmed Ethiopia's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 
at 'B' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 

KEY RATING DRIVERS 
Ethiopia's 'B' rating is supported by strong 
economic growth under the country's 
industrialisation strategy, while large 
macroeconomic imbalances, illustrated by a 
wide current account deficit (CAD), low 
foreign-currency (FX) reserves and rising 

public sector debt, weigh on the rating. Low 
development and governance indicators are key 

constraints for the rating. The affirmation and 
Stable Outlook reflect the moderation of short-
term financing pressures and significant risks 

stemming from the ongoing political transition. 
The appointment of a new prime minister in April 
and the re-balancing of power among member 
parties of the ruling Ethiopian People's 

Revolutionary Democratic Front (EPRDF) has 
helped contain frictions in the government. 
However, domestic political tensions remain 
elevated. Long-simmering ethnic tensions, 
mostly over land issues, are leading to recurrent 
clashes in several regions. Ethnic violence and 
institutional reforms running against vested 

interests could magnify underlying divisions 
within the EPRDF. The upcoming 2020 general 
elections are a source of uncertainty amid high 

polarisation between some regional opposition 
groups and ruling parties. 
The recent signature of a peace agreement with 

Eritrea, ending a decades-long standoff between 
the two neighbouring countries, will support 
geopolitical stability and regional economic 
prospects. 
GDP growth has slowed from 10.9% in fiscal 
year 2016/2017 (FY16/17, year to 7 July 2017) 
to 7.7% in FY17/18, its lowest level in 15 years, 

possibly reflecting disruptions caused by the 
ongoing civil unrest. Fitch projects growth to 
stabilise around 8% over the next two years, 
well above the current 'B' median of 3.6%, but 
slower than the 10% of the previous five years 

owing to a tighter policy mix. Economic activity 
will still be driven by strong investment in 

infrastructure, expanding manufacturing supply, 
continued urbanisation and a recovery in 
exports. Inflation peaked at 15.6% in February 
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and Fitch projects it will converge towards the 

National Bank of Ethiopia's (NBE) target of 9% 

in the coming months, reflecting the 
transmission of monetary tightening, stronger 
agricultural supply and base effects. 
Ethiopia is confronted with tight external 
liquidity conditions. This reflects wide CADs, 
increasing external debt repayments coming 
due, a chronic shortage of foreign currencies 

and a rigid and overvalued exchange rate. A 
high inflation differential with trading partners in 
tandem with the recent appreciation of the US 
dollar have eroded the gains to external 
competitiveness arising from the 13% 
devaluation of the birr against the US dollar in 
October 2017. 

Remedial policy actions taken by the 

government and improved relations with 
international donors have reduced short-term 
external funding pressures. The government has 
significantly pared back non-concessional 
borrowing by the public sector under an October 
2016 directive while the NBE has tightened its 

monetary policy stance in the wake of the birr 
devaluation. The resulting contraction of imports 
caused the CAD to narrow to 6.4% of GDP in 
FY17/18 from 8% of GDP in FY16/17. This 
improvement was achieved despite a negative 
terms of trade shock from the rise in oil prices 
and the fall in coffee prices, which contributed to 

a renewed drop in exports. 
Moreover, the NBE received a USD1 billion 

deposit from the United Arab Emirates in July 
which, along with the frontloading of multilateral 
support, contributed to a rise in FX reserves to 
USD3.7 billion at end-September from USD2.8 

billion at end-June. Budget support of USD1.2 
billion from the World Bank is expected to be 
disbursed in FY18/19. 
External financing pressures will ease over 
the medium term assuming an absence of 
policy slippage, as exports will gradually pick 
up, supported by the completion of 
infrastructure projects and the expansion of 

industrial capacity. However, the rise in exports 

will be constrained by lack of skilled labour and 
high logistics costs. Fitch projects the CAD to 

narrow to a still-high level of 5.9% of GDP in 
FY20/21. Risks of external distress are mitigated 
by the closed capital account and the high share 
of concessional and official loans in external 
debt. Fitch expects the NBE to resume its policy 

of gradually devaluing the birr against the US 
dollar by 5%-6% per year. 
Strong FDI inflows averaging 4.5% of GDP over 
the coming two years will finance a high share of 
the CAD, under Fitch's forecasts. The 
government has intensified efforts to mobilise 

private external non-debt financing through 
partial privatisation of some state-owned 
enterprises (SOEs), opening of key sectors, 

including logistics, to foreign investment and 
recourse to public-private partnerships. In 
Fitch's view, these efforts will only bear fruit in 
the medium term given existing regulatory and 

financial information gaps and governance 
shortcomings in the SOE sector. Political 

uncertainty, domestic financing constraints, 

business climate weaknesses, restrictions on 

external transactions and plans to open only 
non-controlling minority stakes to foreign 
investment could also dampen investor appetite. 
The general government (GG) deficit 
narrowed slightly to 3.1% of GDP in FY17/18 
from a revised estimate of 3.3% in FY16/17. 
Revenue/GDP again fell short of budget 

projections due to administrative shortcomings, 
underperforming economic growth, political 
instability and lower import duties. The shortfall 
in revenue was offset by lower execution of on-
budget capital spending. Fitch projects the GG 
deficit to remain broadly stable in FY18/19 and 
FY 19/20 as the authorities slowly advance 

administrative reforms to boost tax receipts 

while adjusting spending to actual revenue 
collections. These estimates do not capture the 
costs of large investment projects as well as the 
subsidies of fuel and electricity prices, which are 
borne by SOEs outside the budget framework. 
GG debt reached 32.7% of GDP in June 2018 
and SOE debt stood at 29.7% of GDP, 
resulting in a total public-sector debt of 

62.3% of GDP. Fitch projects the total public-
sector debt to decline to 59.5% of GDP in 
FY20/21 reflecting continued borrowing restraint 
and strong economic growth. The agency 
expects GG financing needs to be equally 

covered through external concessional borrowing 
and domestic financing, mostly from public 

banks. 
Fitch does not expect the relatively small state-
dominated banking sector to be a significant 
burden on the sovereign. The exposure of banks 
to SOEs is high, at 19.3% of GDP at end-June 

2017, equivalent to half of their loan portfolio. 
Transparency around SOE finances is low, and 
Fitch expects some enterprises to be 
unprofitable. Non-performing loans at the 
Development Bank of Ethiopia (DBE), a public 
non-depository bank, have reportedly reached 
more than 40% of total loans. However, the 

ensuing contingent liability for the sovereign is 
small, at less than 1% of GDP, and the 
authorities are working on a comprehensive 

reform of the institution. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Ethiopia a score 
equivalent to a rating of 'B+' on the Long-Term 
Foreign-Currency (LT FC) IDR scale. 
In accordance with its rating criteria, Fitch's 
sovereign rating committee decided not to adopt 
the score indicated by the SRM as the starting 
point for its analysis because the SRM output 

has migrated from 'BB-' to 'B+' but in our view 
this is potentially a temporary or unsustainable 
deterioration. 
Assuming an SRM output of 'BB-', in accordance 

with its rating criteria, Fitch's sovereign rating 
committee adjusted the output from the SRM to 
arrive at the final LTFC IDR by applying its QO, 

relative to rated peers, as follows: 
-Public Finances: -1 notch, to reflect the debt of 
SOEs, which is not captured in the SRM and 
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represents a significant contingent liability to the 

sovereign. 

-External Finances: -1 notch, to reflect the high 
level of net external debt and low foreign-
currency reserves in the context of a structural 
current-account deficit and managed exchange 
rate. 
Fitch's SRM is the agency's proprietary multiple 

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

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

RATING SENSITIVITIES 
The main factors that could, individually or 
collectively, lead to positive rating action, are: 
•Stronger external finances with acceleration in 

exports leading to smaller current account 
deficits and higher foreign-currency reserves; 
-Trend decline in public-sector debt/GDP 
resulting from continued restraint on SOE 
borrowing and/or moderate budget deficits in 
the context of strong economic growth; 
-Improvement in the government's financing 

flexibility resulting, for example, from a stronger 
mobilisation of private domestic resources or 
lengthening of the maturity profile of non-
concessional debt. 

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

•Political instability, particularly if it leads to 
macroeconomic spillovers such as disruptions to 
FDI, lower growth or fiscal slippages; 
•Rising external vulnerability, such as a failure 
of export growth to accelerate leading to the 
persistence of wide current-account deficits and 
low foreign-exchange reserves; 

•Sizable increase in government indebtedness or 
crystallisation of contingent liabilities from SOEs 
on the sovereign's balance sheet. 
KEY ASSUMPTIONS 
We expect global economic trends and 

commodity prices to develop as outlined in 
Fitch's Global Economic Outlook. 

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

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

 

Libya 

Libya sees currency stabilising next 

year, squeezing militia  

20-Nov-2018  
•Liquidity crisis to be solved by early 2019 - 
deputy PM 
•State oil firm to get $1.8 bln development 
funds in 2019 
•Restoring liquidity could crimp armed 
groups' funds  

By Aidan Lewis and Ulf Laessing 
TRIPOLI, Nov 20 (Reuters) - Libya expects to 

end a long-running liquidity crisis by early 2019 
as a foreign currency tax helps the official and 

black market exchange rates converge at less 
than 3 dinars to the dollar, the Tripoli-based 
deputy prime minister said. 
The chasm between the two rates has enabled 
armed groups and their allies to reap vast profits 

to fund the conflict that has engulfed Libya since 
2011, when a NATO-backed uprising overthrew 
Muammar Gaddafi after more than four decades 
in power. 
Meanwhile ordinary Libyans, reliant on imports 
of everything from milk to cars, have seen living 

standards crumble. 
Since 2014, Libya has had competing 
governments aligned with rival armed factions 
based in the capital Tripoli and the east. 
The internationally recognised Tripoli 
government hopes its currency reforms will 
help restore confidence in the economy and 
chart a way out of the turmoil by putting the 
armed groups out of business, a main goal of 

U.N. efforts to stabilise Libya.  

Asked when the liquidity situation in the banks 
would be normalised, Ahmed Maiteeg told 
Reuters: "By the beginning of February, 
beginning of next year, it will be part of the 
past." 
Once the rates converge and the supply of 

dinars and dollars is freed up, Libya will begin 
reducing fuel subsidies that cost the state up to 

$5 billion last year and have led to rampant 
smuggling to neighbouring countries, Maiteeg 
said. 
He also said state oil firm NOC, which has 
struggled to maintain oil fields amid funding 

shortages and blockages by armed groups, 
would get a development budget of $1.8 billion 
in 2019, as the wheels of the economy start 
turning with the flow of dollars. Other 
development projects would also be restarted.  
Between 2014 and 2017, the dinar fell by as 
much as 600 percent on the parallel black 

market, which has become the widely used 
benchmark, as oil production see-sawed and 
trust in the banking system collapsed.  

The official rate, used only by some state 
companies, has remained at 1.4 dinars. 
To bridge the gap, the internationally recognised 

government in Tripoli slapped a 183 percent tax 
on commercial and private hard currency deals 

mailto:Publicdebtnet.dt@tesoro.it
http://www.fitchratings.com/


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  23 

in September, bringing the effective official rate 

for such transactions to 3.9 dinars. 

Together with a new allowance that allows 
Libyans to withdraw up to $10,000 annually 
using a credit card, this has helped bring down 
the parallel rate to 5.30 from between 6 and 7 
two months ago, according to dealers' rates 
seen by Reuters. 

BREAK EVEN 
The government expects the black market 
rate to continue to fall as dollars continue to 
pour in from the card allowance and as more 
import letters of credit are opened.  

Spelling out details of the reforms for the first 
time, Maiteeg said Libya would nudge the 
effective official rate lower as the black market 

rate dropped. 

"It will go down gradually until it reaches the 
break even or the right exchange rate," he said. 
Libya used a similar mechanism to devalue its 
currency in the 1990s. 
Maiteeg declined to give the future official rate, 
saying only that studies put a fair value at 

between 2 and 2.4 dinars. "Much depends on oil 
exports and actual internal demand." 
When pressed whether the official rate would at 
least be less than 3 he said: "Of course." 
After access to cash improves, the government 
will gradually draw down a fuel subsidy that has 
long been among the most generous in the 

world. A litre of petrol costs 0.15 dinars. 
However, previous governments have tried to 

reform the subsidies but have faced resistance 
from the armed groups for whom smuggling has 
become a lucrative source of income - 
suggesting the militia will not roll over easily.  

The groups have also made vast profits through 
their control over banks and through scams 
linked to letters of credit (LCs)that grant dollars 
at the official exchange rate. 
Maiteeg said letters that had been restricted due 
to falling dollar revenues and the import scams 
were now freely available at the 3.9 rate, and 

credit worth more than $1 billion was issued 
from Oct. 1-24.  
"It is open for everybody now so there is no 
need to have a militia, or pressure the central 

bank to have an LC. Anyone who wants an LC at 
3.9 just apply and you will have it," he said. 
The expected $1.8 billion in 2019 for oil firm 

NOC will boost production, Maiteeg said. "This 
will improve the production of oil and this will 
improve the NOC pipelines." 
NOC and state power firm GECOL are exempt 
from the new foreign currency fee, while other 
state firms have to apply for exemptions.  

Maiteeg said that so far no foreign reserves had 
been spent on LCs, but the government was 
willing to spend them if necessary.  
Restarting more than 4,800 projects halted since 
2011 will help create jobs, Maiteeg said. "Many 

of these projects will be started in 2019," he 
said. 

 
(Writing by Ulf Laessing and Aidan Lewis; 
Editing by Alison Williams) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 

Messaging: follow me on twitter 
https://twitter.com/ulflaessing) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Morocco 

Moody's Changes Outlook On Morocco's 

Rating To Stable  

20-Nov-2018  
Nov 20 (Reuters) -  
Moody's changes outlook on Morocco's rating 
to stable, affirms BA1 rating. 

Moody's says changed the outlook on the 
government of Morocco's long-term issuer 
ratings to stable from positive. 
Moody's says decision to change outlook on 
Morocco's rating to stable reflects view pace 
of fiscal consolidation will be slower than 
assumed. 

Moody's says lower than expected fiscal space 
will constrain Morocco's capacity to absorb 
shocks in tightening global financial 
environment. 

Moody's says demonstrated resiliency of 
Morocco's credit profile, albeit constrained by 
comparatively low wealth, high debt burden, low 
productivity. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Mozambique 

IMF says to help Mozambique conduct 

corruption analysis  

21-Nov-2018  
JOHANNESBURG, Nov 21 (Reuters) - The 

International Monetary Fund said on 
Wednesday that it would help Mozambique 
conduct an analysis of its corruption 
challenges and urged the southern African 
country to hold people accountable for 
previously undisclosed debts. 

Mozambique admitted in 2016 to $1.4 billion of 

previously undisclosed loans, prompting the IMF 
to cut off support and triggering a currency 
collapse and debt default. 
The IMF said on Wednesday that future 
agreements with holders of previously 
undisclosed debts should be consistent with 
returning Mozambique's debt position to a 

sustainable path.  
It added that it forecasts Mozambique's 
economy will grow by between 4 percent and 
4.7 percent next year. 
 
(Reporting by Alexander Winning; 
Editing by Alison Williams) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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Nigeria 

Nigeria's central bank holds 

benchmark lending rate at 14 pct  

22-Nov-2018  
By Chijioke Ohuocha and Camillus Eboh 
ABUJA, Nov 22 (Reuters) - Nigeria's central 

bank kept its main interest rate at 14 percent 
on Thursday, its governor Godwin Emefiele 
said. 

The rate has been at the record high level of 14 
percent since July 2016. Analysts polled by 

Reuters predicted that the bank would hold 
interest rates at 14 percent and continue to do 
so through 2019. 

Emefiele said all of the 11 members of the 
monetary policy committee who met voted to 
hold the rate. 
Nigeria emerged from its first recession in 25 
years in 2017 but continues to suffer from 
sluggish growth and high inflation. 

"A hold position is an expression of confidence in 
the policy regime, given the gradual 
improvement in both output growth and price 
stability," Emefiele said. 
Economic growth dipped to 1.50 percent in the 

second quarter, continuing a slowing trend that 
began in the first quarter. 
President Muhammadu Buhari, who came to 
power in 2015 partly on promises to revive the 

economy, is seeking a second term in elections 
to be held in February 2019. 
 
(Reporting by Chijioke Ohuocha and Camillus Eboh in 
Abuja 
Additional reporting by Didi Akinyelure in Lagos; 
Writing by Paul Carsten; Editing by Andrew Roche) 
(( paul.carsten@tr.com ; Reuters Messaging: 
paul.carsten.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/PaulCarsten) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

IMF says optimism in South Africa's 

economic recovery fading  

19-Nov-2018  
JOHANNESBURG, Nov 19 (Reuters) - South 

Africa's economic recovery plans face serious 
constraints with growing debt of state firms 
domestically and capital outflows as a result 

of global trade tensions, the International 
Monetary Fund (IMF) said on Monday. 

In October the global lender said it saw Africa's 
most industrialised economy expanding by 0.8 
percent in 2018, down from a prior forecast of 
1.5 percent. South Africa's Treasury predicts 
growth of 0.7 percent. 

The recession-bound economy and a bleak 

budget in October have piled pressure on 
President Cyril's Ramaphosa. 
"Some of the initial optimism has dissipated as 
growth remains stuck in low gear and reform 

implementation has faced constraints," the IMF 

said, naming the state power firm Eskom as a 

key risk. 
The president's work is made harder by cash-
strapped state-owned firms, including debt-
ridden Eskom, which is struggling to supply the 
nation's power.  
The IMF said the proposal to amend property 

laws to allow for expropriation without 
compensation should be carefully considered 
and be guided by lessons of international 
experience. 

"Land reform should focus on enhancing 
agricultural productivity and strengthening 
tenure security," said the IMF.  
A parliamentary team has recommended a 
constitutional amendment to make it possible for 

the state to expropriate land without 
compensation. The recommendation will now go 
to the national assembly for a vote.  
 
(Reporting by Mfuneko Toyana 
Editing by James Macharia) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zimbabwe 

Zimbabwe's budget deficit balloons as 

pre-election spending bites  

22-Nov-2018  
By MacDonald Dzirutwe 
HARARE, Nov 22 (Reuters) - Zimbabwe 

widened its budget deficit forecast for this 
year on Thursday, exposing the dire state of 
public finances following a spike in spending 
by President Emmerson Mnangagwa's 
government before his election win in August. 

Mnangagwa, who has announced austerity 

measures to reduce the deficit next year, is 
trying to convince investors and ordinary 
Zimbabweans that he will revive a once-
promising economy after decades of missteps 

under his predecessor Robert Mugabe. 
But a chronic currency crisis has stifled 

businesses and left the poor struggling to buy 
basic goods. 
The budget deficit is projected to reach 11.7 
percent of Gross Domestic Product this year, 
compared with a previous forecast of 3.5 
percent, Finance Minister Mthuli Ncube said in 
a budget statement to parliament. 

The budget also projected lower economic 
growth of 4 percent for this year, from 6.3 

percent previously. 
Mnangagwa's ruling ZANU-PF raised salaries for 
civil servants and handed out free farming 
inputs to rural voters ahead of a tightly-

contested poll. 
"The huge deficit is on account of unbudgeted 
expenditures relating to employment costs, 

support to agriculture as well as ... net lending, 
primarily to public enterprises," Ncube said. 
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The deficit is forecast to fall to five percent next 

year due to cuts to civil servant bonuses, a new 

tax on electronic payments, a higher excise duty 
on fuel and the retirement of government 
workers, he said. 
The government has since 2013 failed to meet 
its deficit targets and all eyes will be on Ncube 
to see whether he can contain government 

spending.  
Growth is forecast to fall further to 3.1 percent 
next year due to expected El Nino-induced 
drought that is seen hitting agriculture 
production, Ncube said. 
Year-on-year inflation for this calendar year is 

set to spike to 25.9 percent by end of this year, 
the highest since 2008. 
The budget speech was delayed after the 

speaker instructed police and parliament 
security to eject opposition legislators, who 
refused to stand when Mnangagwa entered 
parliament. 

The opposition maintains the July 30 vote was 
rigged. 
 
(Reporting by MacDonald Dzirutwe 
Editing by Joe Brock) 
(( james.macharia@thomsonreuters.com ; Tel: +27 11 
775 3168; Reuters Messaging: 
james.macharia.thomsonreuters@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 

 

 
 

mailto:Publicdebtnet.dt@tesoro.it

