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ASIA 
 

Bahrain 

Bahrain selects banks for planned 

international bond issue  

21-Feb-2018  
By Davide Barbuscia and Tom Arnold 

MANAMA/DUBAI, Feb 21 (Reuters) - Bahrain's 

government has selected banks for a planned 
international bond issue, sources familiar with 
the matter said on Wednesday. 

BNP Paribas, Citi and JPMorgan have been 
chosen to arrange the transaction, along with 

Gulf International Bank and National Bank of 
Bahrain, the sources said. 
Bahrain's central bank did not immediately 
respond to a request for comment.  
The government is covering a budget deficit 
caused by low oil prices partly through 

international borrowing, and officials said on 
Tuesday that it would return to the debt 
markets soon to raise money. 

The same five banks helped to arrange $3 billion 
of bond issues by Bahrain in September last 
year, including $1.25 billion of 12-year notes, 

$900 million with a 30-year tenor and an $850 
million Islamic bond. 

 
(Editing by Andrew Torchia) 
(( Tom.Arnold@thomsonreuters.com ; 
+97144536265; Reuters Messaging: 
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tom.arnold.thomsonreuters.com@reuters.net )) 
 
 

 

India 

Indian States' Debt Sale May See Tepid 

Demand From Banks  

20-Feb-2018  
By Dharam Dhutia 
NewsRise 
MUMBAI (Feb 20) -- Traders expect tepid 

demand from banks at today's bond sale by 
Indian states; absence of large state-run 
insurance firm may also lead to partial 

acceptance of bids at auction, traders say. 

Fifteen states raising at least INR140 billion via 
10-year to 12-year bonds today; NewsRise poll 
predicts cutoff yield for in 8.15%-8.21% band 
against 8.05%-8.13% band last week. “Banks 
do not have any appetite for such a large 
quantum,” trader with private bank says. "Only 

if the large state-run insurance company 
supports we may see some states raising their 
complete quantum," he adds. States have not 
been able to raise targeted quantum at last five 
such auctions. India’s benchmark bond yield at 
7.63% now against 7.46% at time of last week's 
state debt sale. 

 
- By Dharam Dhutia; 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 bonds, rupee weaken as MPC 

minutes suggest increased inflation 

concerns  

22-Feb-2018  
MUMBAI, Feb 22 (Reuters) - Indian bonds and 

the rupee weakened on Thursday morning 

after minutes of the central bank's February 
monetary policy meetings released on 
Wednesday showed increased concern among 
members on the accelerating inflation. 

The MPC members expressed concern about 
continued inflationary risks, citing factors 
including high food and global crude prices and 
the government's decision to increase spending 
for the year starting in April to support a 

struggling agricultural sector. 
India's benchmark 10-year bond yield rose as 
much as 11 bps in early trade to 7.82 percent. 
Yield was at 7.78 percent at 0353 GMT. 
The partially convertible rupee was trading at 

65.0350 per dollar versus its previous close of 
64.7550, after hitting 65.0850, its weakest level 

since Nov. 21. 
 
(Reporting by Swati Bhat; Editing by Gopakumar 
Warrier) 

(( swati.bhat@thomsonreuters.com ; 
twitter.com/swatibhat22; +91-22-61807353; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net )) 
 
 

India To Start First Sale Of Electoral 

Bonds From Mar. 1 

22-Feb-2018  
By Mukesh Jagota 

NewsRise 
NEW DELHI (Feb 22) -- India federal 

government will begin the first sale of 
electoral bonds from Mar. 1 for 10 days, 
according to an official statement today. 

The government has authorised four branches of 
State Bank of India and the first issue of the 

scheme will be opened in March instead of 

January, the statement added. 
These bonds will be valid for 15 days from the 
date of issue, and there will be no payment 
made to any political party payee if they are 
deposited after the expiry of the validity period, 
according to the statement. 
While announcing this fiscal year’s budget, 
Finance Minister Arun Jaitley had proposed 
steps for cleansing political funding, including 
a ban on cash donations of over 2,000 rupees 

to a political party by any individual. He had, 
instead, proposed to issue electoral bonds under 
which a donor could buy bonds from authorised 
banks against cheques and digital payments that 

would be redeemable only in the designated 

account of a registered political party. 
In January, Jaitley said the electoral bonds may 
be available for purchase for 10 days each in 
January, April, July and October, as specified by 
the federal government. 
 
- By Mukesh Jagota; Mukesh.Jagota@newsrise.org; 
+91-11-66767700 
- Edited By Debasis Basak 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 
 

Indonesia 

Indonesia eyes higher inflows after 

rupiah bonds added to a global index  

21-Feb-2018  
JAKARTA, Feb 21 (Reuters) - Indonesia expects 

further inflows from foreign investors into its 
debt market after news that local currency 
bonds will be added to a global bond index, 
prompting fund managers to add them to their 

portfolios. 

Indonesian rupiah-denominated bonds will be 
eligible for the widely used Bloomberg Barclays' 

Global Aggregate Index, which covers 
investment-grade bonds, starting June 1, 2018, 
Bloomberg said in a statement.  
"Having government bonds in the global index 

raises greater confidence," Finance Minister Sri 



 

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 

  4 

Mulyani Indrawati told reporters on Wednesday.  

Fifty rupiah-denominated government bonds 

totaling $151.3 billion market value as of Jan. 
31, 2018 will be included in its Global Aggregate 
and Global Treasury projected universes in early 
May 2018 and contribute to index returns 
starting June 1, 2018, Bloomberg statement 
said. 

The yield on benchmark 10-year government 
bonds fell to 6.443 percent on Wednesday from 
6.467 percent the previous day, while the rupiah 
gained as much as 0.3 percent. 
"Historically, it can show between $5 billion 
to $7 billion of capital inflows in terms of 
demand for bonds which have already been 
included in the index," she added, hoping the 

potential demand would also help Indonesia 
gain more competitive pricing for future bond 
sales. 

Foreign investors already hold 40.4 percent of 
Indonesia's 2,119 trillion rupiah of outstanding 
rupiah-denominated government bonds. That 
compared to a 39.8 percent ownership at the 
end of 2017.  

Indonesia regained its investment grade from 
Fitch in late 2011 and from Moody's Investors 
Service a month after that.  
Standard and Poor's Global Rating finally 
upgraded Indonesia to investment grade in May 
last year, sending the rupiah and the stock 
market soaring, while Fitch raised its ratings for 

Indonesia a notch above its lowest investment 

grade in December. 
Foreigners bought Asian government and 
corporate bonds worth a net $9 billion in 
January, the highest in more than 4 years, data 
from central banks and bond market 

associations in India, Indonesia, Thailand, 
Malaysia and South Korea showed. 
 
(Reporting by Tabita Diela; Additional reporting and 
writing by Fransiska Nangoy; Editing by Kim Coghill) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

 

Indonesia markets Asia's first Green 

offshore sovereign issue  

22-Feb-2018  
By Daniel Stanton and Frances Yoon 
SINGAPORE/HONG KONG, Feb 22 (IFR) - The 

Republic of Indonesia is marketing US dollar 
sukuk in two tranches, including the first 
offshore Green sovereign issue from Asia. 

It is marketing a five-year Green sukuk at initial 
guidance of 4.05% area and a 10-year regular 
sukuk at 4.70% area. The sukuk are offered 
under the 144A/Reg S format. 
The wakala notes are expected to be rated 

Baa3/BBB-/BBB, in line with Indonesia's 
sovereign rating. Perusahaan Penerbit SBSN 
Indonesia III is the issuance vehicle on behalf of 
the government. 
CIMB, Citigroup, Dubai Islamic Bank, HSBC and 
Abu Dhabi Islamic Bank are joint bookrunners. 

HSBC is also Green structuring adviser. 

Poland was the first sovereign to issue Green 

bonds, in a euro-denominated transaction in late 
2016. In Asia, Hong Kong has also expressed 
interest in issuing Green bonds. 
This is Indonesia's first US dollar sukuk 
offering since it received its third investment-
grade rating, from S&P, last May. The offering 
also marks the first time an Asian country has 

issued a Green US dollar sovereign bond. 

Indonesia has been eyeing a window to issue the 
144A/Reg S bonds for several weeks since fixed 
income investor meetings in Asia, Europe and 
the Middle East started on January 24. 
Since the roadshow, primary bond markets have 
been volatile due to whipsawing US Treasuries 
and a sell-off in equity markets. Asian primary 

bond markets were effectively closed during the 
Lunar New Year holiday that has just ended. 
Indonesia's last offshore foray came in 
December via a US$4bn three-tranche global 
offering, which was the country's first SEC-
registered US dollar offering in more than 20 

years. 
 
(Reporting by Daniel Stanton and Frances Yoon; 
Editing by Vincent Baby) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 

 
 
 

 

Indonesia draws US$7.2bn book for 

dual-tranche sukuk  

23-Feb-2018  
SINGAPORE, Feb 23 (IFR) - The Republic of 

Indonesia drew total orders in excess of 
US$7.2bn for its US$3bn dual-tranche sukuk 

offering. 
The US$1.25bn five-year Green tranche, 
priced at 3.75%, attracted orders of over 
US$3.0bn from 145 accounts.  

Islamic investors bought 32%, the EU 15%, the 
US 18%, Indonesia 10%, and investors from the 
rest of Asia 25%. By investor type, banks 

bought 40%, asset managers and fund 
managers a combined 29%, insurers and 

pension funds a combined 10%, sovereign 
wealth funds and central banks a combined 
20%, and private banks 1%. 
A regular US$1.75bn 10-year sukuk, priced at 
4.40%, drew US$4.2bn from 165 accounts. 
Islamic investors bought 24%, the EU 32%, the 

US 22%, Indonesia 10%, and investors from the 
rest of Asia 12%. By investor type, banks 
bought 39%, asset managers and fund 
managers a combined 47%, insurers and 
pension funds a combined 6%, sovereign wealth 
funds and central banks a combined 7%, and 

private banks 1%. 

CIMB, Citigroup, Dubai Islamic Bank, HSBC and 
Abu Dhabi Islamic Bank were joint bookrunners. 
HSBC was also Green structuring adviser. 
 
(Reporting by Daniel Stanton; Editing by Steve 
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Garton) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
 

 
 

Lebanon 
 

Lebanon cannot ask for donor funding 

without passing 2018 budget  

19-Feb-2018  
BEIRUT, Feb 19 (Reuters) - Lebanon cannot ask 

for support at upcoming donor conferences 
unless it first passes the 2018 budget, the 
finance minister said on Monday, a move 
which would signal to potential financial 
backers that the government is serious about 
economic reforms. 

Political tensions had left Lebanon without a 
government budget from 2005 until it passed 
one last year. The government must now agree 
a budget for 2018. 
Lebanon is expected to ask donors at a variety 
of international meetings this year for support 
for its economy and army, and to help it deal 

with the approximately one million Syrian 
refugees it is hosting. 
Agreeing the 2018 budget would signal to 
potential donors and investors that Lebanon is 
genuine about much-needed economic reform, 
financial sources have told Reuters.  

"This is not a luxury, but a duty," Finance 
Minister Ali Hassan Khalil said in a televised 

statement. 
"If we are serious about preparing for the 
planned international conferences to support 
Lebanon in Rome or Paris, we absolutely cannot 
attend such conferences and ask for support 
without the budget having been approved," he 
said.  

Khalil said there is a commitment to finalising 
the 2018 budget and referring it to parliament 
for approval by end of the month. If this is done 
within 15 days there is a possibility it will be 

approved before parliamentary elections 
scheduled for May. 

Lebanon has not held elections since 2009 due 
to a series of security and political crises.  
President Michel Aoun told Lebanon's cabinet 
earlier on Monday that they must "intensify" 
work to pass the budget as soon as possible.  
Lebanon has one of the world's highest debt-to-
GDP ratios in the world and its economic growth 

is very weak, battered by domestic political 
tensions and conflict in neighbouring Syria.  
Khalil said the draft 2018 budget envisages a 
"big deficit" of more than 8,000 billion 
Lebanese pounds ($5.3 bln).  
Lebanon's 2016 deficit was 7,453 billion 
Lebanese pounds ($4.94 bln), according to 
the latest Ministry of Finance figures.  

Prime Minister Saad al-Hariri on Monday said 

Lebanon must not allow its public debt to rise 
and asked state institutions to comply with his 

January directive to cut budgets by 20 percent.  

Khalil also said there will be no new tax 

measures in the 2018 budget. Last year Lebanon 
introduced a number of controversial tax hikes 
including corporation tax and VAT in order to 
finance a public sector pay rise.  
 
($1 = 1,510.0000 Lebanese pounds) 
(Reporting by Lisa Barrington and Dahlia Nehme; 

Editing by Peter Graff, William Maclean) 
(( lisa.barrington@thomsonreuters.com ; +961)(0)( 
1954456; )) 

 
 
 

 

Paris donor meeting to support 

Lebanon's economy April 6  

20-Feb-2018  
BEIRUT, Feb 20 (Reuters) - A major donor 

meeting aimed at gathering support for 
Lebanon's economy will take place on April 6 
in Paris, a Lebanese government source said 
on Tuesday.  

The Cedre Conference, also referred to as Paris 
IV, will be one of three international meetings 

expected this year at which Lebanon will seek 
support for its economy and army, and to help it 
deal with the approximately one million Syrian 
refugees it is hosting. 
Lebanon's finance minister said on Monday the 
country could not ask for support unless it first 

passes a budget for 2018 to show potential 
financial backers that the government is serious 
about reforming Lebanon's precarious economy. 
 
(Reporting by Lisa Barrington; Editing by Gareth 
Jones) 
(( lisa.barrington@thomsonreuters.com ; +961)(0)( 
1954456; )) 
 
 

Malaysia 
 

Further reduction in Malaysia's fiscal 

deficit will be a challenge  

20-Feb-2018  

KUALA LUMPUR, Feb 20 (Reuters) - Malaysia's 

fiscal consolidation is likely to be "very slow" 
and remains a credit challenge along with 
high debt levels, ratings agency Moody's said 
on Tuesday. 
Prime Minister Najib Razak has been able to 
lower the fiscal deficit every year since taking 
power in 2009 and that has been significant 
for maintaining Malaysia's investment-grade 
sovereign credit ratings. 

The fiscal deficit dropped to 3 percent in 2017 
and the government has forecast a further drop 

to 2.8 percent this year. But further 
consolidation will not be easy, Moody's said.  
"Although the trend of fiscal deficit reduction has 
been maintained, the implementation of further 
fiscal consolidation remains a major credit 

challenge," Moody's analysts said in a report. 
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Further fiscal consolidation "is likely to be very 

slow absent any meaningful revenue-raising 

measures," which the past two budgets did not 
have, they said. 
Second finance minister Johari Abdul Ghani said 
in January Malaysia was unlikely to meet a 
target of a balanced budget by 2020 and would 
need another two to three years to reach the 

goal. 
"Achieving this goal will likely rest primarily 
on economic growth, rather than any 
structural budgetary measures," Moody's 
said. 
The ratings agency expects economic growth 
to moderate to 5.2 percent this year, from 5.9 
percent last year. 

It also said government spending was likely to 

slow down after a general election that is due by 
August, adding that it expected Najib's ruling 
coalition to retain power. 
Najib, under pressure to shore up his 
government's popularity, in October unveiled a 
budget aimed at winning votes. 
He announced a spending increase of 7.5 

percent for 2018 from last year, and said the 
government planned to cut personal income tax 
for lower-income citizens, pay more to 
pensioners and spend billions on schools, 
hospitals and rural infrastructure. 
The government's debt level - which Moody's 
has forecast to be at 48.7 percent of gross 
domestic product - is higher than peers 

though risks are mitigated by a large 
proportion of ringgit-denominated debt and a 
spread out maturity schedule, the ratings 
agency said. 

Outstanding household debt, at 84.3 percent of 
gross domestic product at the end of last year, 
also posed a challenge, Moody's said.  
 
(Reporting by A. Ananthalakshmi; Editing by Robert 
Birsel) 
(( ananthalakshmi.as@thomsonreuters.com ; +603 
2333 8036; Reuters Messaging: 
ananthalakshmi.as.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/AnanthalakshmiA) ) 
 
 
 

Qatar 

Fitch: Qatar Deficit Narrowing But 

Public Finance Risks Persist  

21-Feb-2018  
Fitch Ratings-Hong Kong/London-February 21: 
Recent data show Qatar's fiscal deficit is 
narrowing despite the economic boycott that 
began in June, Fitch Ratings says. But the 
dispute still presents risks to public finances, 

and is one factor reflected in the Negative 
Outlook on Qatar's 'AA-' sovereign rating. 

We expect our headline measure of Qatar's fiscal 
deficit to decline to 2.5% of GDP in 2017 from 
5.1% in 2016, including estimated investment 
income of the Qatar Investment Authority (QIA). 
The expected improvement results from 
recovering oil and gas prices and an associated 

rebound in nominal GDP and government 

revenue. 
Preliminary figures from the Qatar Central 
Bank (QCB), which exclude QIA income, 
showed a fiscal deficit of QAR24.7 billion in 
the first three quarters of 2017 (5.5% of GDP 
during the period), with revenues up 0.9% 
and spending up 1.5% on the same period in 

2016. 4Q17 revenues should show a stronger 
pick up with the hydrocarbon price recovery, but 

spending is traditionally concentrated in that 
quarter and will also rise. The deficit was 9% of 
GDP in 2016 under the QCB's presentation. 
There are also signs of broader economic 
resilience. Central bank data show non-resident 
interbank and customer deposits at Qatar's 
commercial banks grew in December for the first 

time since June, when Saudi Arabia, the UAE 
and some allies severed diplomatic, financial and 
trade links with Qatar and closed air, land and 
sea borders. 
Demand for recent bond and loan placements 
by Qatar National Bank suggest continued 
interest among non-resident institutional 
investors (primarily from Asia-Pacific) in 

exposure to the country. International oil 
companies are keen to participate in expanding 
Qatar's LNG production. GDP grew 1.1% in the 
first three quarters of 2017, after a second-
quarter contraction, while imports have 
rebounded, reflecting the substitution of Saudi 
Arabia and the UAE in supply chains. 

The government's narrow tax base means 
revenues depend far more on hydrocarbons than 
on the rest of the economy. But steady 
economic performance could reduce the need to 
support the private sector and give the 
authorities confidence to continue fiscal reform 
such as implementing value added or excise tax, 

which has been postponed. 
The dispute has not escalated and appears to 
have stabilised. The extreme tail risks of military 
confrontation, regime change or a blockade 
hitting Qatar's LNG exports have receded since 
June 2017, helped by an apparent shift in the 

US's stance. But it appears no nearer to being 
resolved, and associated spending pressures will 

offset some positive budgetary effects of higher 
oil and gas prices. 
Qatar appears to have scaled up purchases of 
military equipment, with its air force set to 
increase to 96 combat aircraft from 12. 

Infrastructure projects underpinning 
preparations for the World Cup and economic 
diversification (worth USD130 billion for 2014-
2024) are likely to become more expensive as 
supplies are re-routed. Private sector entities 
may yet require government support to deal 
with the loss of economic links with Saudi Arabia 

and the UAE. Financial market risk premiums 
remain higher than before the dispute. 
Risks to the public finances are among those 
reflected in the Negative Outlook on Qatar's 
rating. Gross debt ratios are well above those 
of 'AA' category peers and government 
domestic borrowing has increased. 

The rating is supported by the strong net 
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external asset position. Asset market returns in 

2017 supported QIA assets, and may have offset 

the public sector's estimated USD32 billion 
deposit injection into the banking sector in June-
December. Full-year data on the country's 
balance of payments will give a fuller picture of 
the government's use of external assets, but this 
will remain incomplete because QIA assets and 

returns are not disclosed. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Leslie Tan, 
Singapore, Tel: +65 67 96 7234, Email: 
leslie.tan@fitchratings.com; Wai-Lun Wan, Hong Kong, 
Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 

 
 

Saudi Arabia 

Saudi borrowers to raise US$20bn in 

Q1  

22-Feb-2018  
Saudi Arabia is set to have its strongest 
quarter for syndicated loans in over ten years 
with around US$20bn worth of deals 
potentially closing before the end of March. 

The Kingdom of Saudi Arabia (KSA) is 
experiencing huge appetite for the refinancing of 
its US$10bn loan, and it could be increased to as 
much as US$15bn, bankers said. 

Syndication of the deal, which will refinance a 
loan placed in 2016, is set to close in the next 
couple of weeks. 
Chemicals company Saudi Basic Industries 
Corporation closed a US$3bn bridge loan earlier 
this month provided by BNP Paribas, Citigroup, 

Standard Chartered and MUFG, while Saudi 
Electricity Company signed a US$2.6bn bullet 
bridge deal in January. 

The last time the Saudi syndicated loan market 
breached the US$20bn mark for a single quarter 
was the third quarter of 2007, when 
US$20.13bn was raised according to data from 

Thomson Reuters LPC. 
The Middle East loan market has been 
experiencing a lull -- last year's volume of 
US$47bn was the region’s lowest for five 
years -- so lenders are hoping that the strong 
start to 2018 will continue. 

“There is huge pent up demand for Saudi -- 
banks like the Saudi name and its Single A 
rating," a banker said. "A lot of key US 

investment banks, Japanese banks and others 
are jostling for a position to play in this space -- 

there is extremely attractive auxiliary business 
supporting the government attached to these 
deals.” 
The Saudi government started issuing debt in 
the international markets through loans and 

bonds two years ago in order to refill state 

coffers hit by a slump in oil prices which began 

in 2015. 

“Saudi is a key player in the Middle East and has 
a future despite the oil blip,” the banker said. 
BIG ASK 
The original US$10bn five-year loan to KSA 
was signed in May 2016 and was coordinated 
by JP Morgan, HSBC and MUFG. It was the 
kingdom's first significant borrowing in over a 
decade and was followed later that year by a 

US$17.5bn bond. 

Earlier this month the Saudi government sent 
out another request for proposals for a new 
bond. 
Pent up liquidity across the Middle East region 
has fuelled the appetite for the KSA deal – and a 
massive oversubscription could lead to a 

possible 50% upsizing of the loan and a drop in 
pricing, bankers said. 
“The expectation is it (KSA) will be upsized to 
US$12.5bn – but I think it will raise nearer 
US$15bn, with banks still being scaled back,” a 
second banker said. 
The original deal paid all-in pricing of 120bp over 

Libor but this could now come in below the 
100bp mark. 
“They (KSA) will drive us to sub-100bp 
certainly,” the second banker said. 
The hope now is that the KSA loan will be a 
gateway into other Saudi government-related 
deals kick-starting a further pipeline of Saudi 

loans. 

“It’s been a fantastic start to the year and there 
should be a good pipeline of deals. Whenever a 
blue chip or sovereign approaches the market it 
sets a benchmark and represents an opportunity 
for other entities to harness investor interest 

and appetite,” a third banker said. 
 
((Sandrine.bradley@thomsonreuters.com; +44 207 
542 0651; Reuters Messaging: 
Sandrine.bradley.com@reuters.net;)) 
(c) Copyright Thomson Reuters 2018 
 
 

 

Singapore 

Singapore says plans to raise sales tax 

to 9 pct 'sometime' in 2021-2025  

19-Feb-2018  
SINGAPORE, Feb 19 (Reuters) - Singapore on 

Monday announced it plans to raise its sale 

tax to 9 percent from 7 percent, but said the 
change will be only be made "sometime" 
between 2021 and 2015. 

Finance Minister Heng Swee Keat told parliament 
of the plans to raise the Goods and Services Tax 
(GST), which has been at 7 percent since 2007.  
"The exact timing will depend on the state of the 
economy, how much our expenditures grow, and 

how buoyant our existing taxes are. But I expect 
that we will need to do so earlier rather than 
later in the period," Heng said. 
"This GST increase is necessary because even 
after exploring various options to manage our 
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future expenditures through prudent spending, 

saving and borrowing for infrastructure, there is 

still a gap." 
A hike in GST was widely expected as Singapore 
has to increase social spending to meet the 
needs of its rapidly ageing population.  
Heng added that increasing the GST by two 
percentage points will provide the government 

revenue of almost 0.7 percent of GDP per year.  
Singapore introduced its GST in 1994, with a 3 
percent rate. This was raised to 4 percent in 
2003 and 5 percent in 2004.  
 
(Reporting by Singapore bureau; Editing by Richard 
Borsuk) 
(( masayuki.kitano@thomsonreuters.com ; +65-6417-
4682; Reuters Messaging: 
masayuki.kitano.thomsonreuters.com@reuters.net )) 
 
 

 

South Korea 

S. Korea to resume 50-yr T-bond 

auction in mid-March  

23-Feb-2018  
By Lee Shin-hyung 
SEJONG, South Korea, Feb 23 (Reuters) - South 

Korea will resume the sale of 50-year treasury 
bonds this year after a cancelled plan late last 
year and expects to hold an auction next 

month, a vice finance minister told Reuters on 
Friday. 

South Korea launched the country's longest-
maturity treasury bond in 2016 and planned to 
hold several more auctions last year. But the 
finance ministry scrapped the plan later in 2017 
after an auction in March failed to draw sufficient 
demand. 

"The ministry has decided to issue 50-year 
treasury bonds this year, given high demand for 
long-term bonds in the market and the need for 
the government to secure a long-term financing 
tool," said Second Vice Finance Minister Kim 
Yong-jin in a written interview with Reuters. 
The ministry expects to hold an auction in the 
middle of March to sell the bonds, he said, 
without giving details of the date and amount 
that will be up for sale. 

The ministry later issued a statement confirming 
the decision to hold an auction in March and said 
it could attempt to sell more of the 50-year 
treasury bonds later this year, possibly once 
every quarter. 

"The ministry plans to conduct surveys of 
investors on a quarterly basis this year and issue 
(50-year treasury bonds) when there is demand 
for 200 billion won ($185.25 million) to 300 
billion won (each time)," it said. 
The ministry, however, did not comment on its 
plan for next year, but another official at the 

ministry told Reuters that it could issue 50-year 
bonds on a regular basis to help investors better 
schedule their investments over time.  
"The ministry will consider issuing 50-year bonds 
on a regular basis if this year's attempts are 

successful," said the official, who declined to be 

named. 

The ministry currently sells treasury bonds with 
maturities of five, 10, 20 and 30 years on a 
regular basis, mostly every month. 
 
($1 = 1,079.6000 won) 
(Writing by Choonsik Yoo; Editing by Biju 
Dwarakanath) 
(( choonsik.yoo@thomsonreuters.com ; +822 3704 
5580; Reuters Messaging: 
choonsik.yoo.thomsonreuters.com@reuters.net )) 
 
 
 

 

Thailand 

 

PDMO Thailand names four banks for 

bond switching deal  

19-Feb-2018  
SINGAPORE, Feb 19 (IFR) - The Public Debt 

Management Office of Thailand has appointed 
Bangkok Bank, Kasikornbank, Krungthai Bank 
and Standard Chartered Bank Thai to jointly 
lead its fifth bond switching transaction. 

The latest deal will allow investors holding 

multiple short-dated government bonds, referred 
to as source bonds, to switch into more liquid 
destination government bonds of longer 
maturities. Thailand uses the bond switching 

programme as one instrument to manage its 
liabilities and enhance government debt portfolio 
management. Prior to 2017, bond switches had 

involved a single source bond into multiple 
destination bonds. 
The PDMO - a unit of Thailand's Ministry of 
Finance - scored a huge success last year 
when it completed a multiple bond switching 
tender that achieved its goal of reducing its 
short-term refinancing risks by Bt90bn 
(US$2.9bn) in just one offering. 

As a result, the government lowered financing 

costs from 4.01% to 3.52% and at the same 
time, expanded the investor base to include 

commercial banks, mutual funds and 
international investors from Asia and Europe. 
Last year's deal was arranged by Bangkok Bank, 
KTB and Stanchart using a matrix system 
developed for the bond switching issue. 

The new deal is expected to launch in the first 
half of this year. Details are being finalised and 
dealers and investors have been invited to 
provide feedback. 
 
(Reporting by Kit Yin BoeyEditing by Daniel Stanton) 
((kityin.boey@thomsonreuters.com 

EUROPE 

 

Albania 
 

Albania to sell 4 bln leks (30 mln euro) 
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of 7-yr T-notes  

20-Feb-2018  

TIRANA (Albania), February 20 (SeeNews) – 
Albania's finance ministry will offer 4 billion 
leks ($37.2 million/30 million euro) of seven-
year fixed-rate Treasury notes at an auction 
on February 27, the country's central bank 
has announced. 

The government securities will mature on March 

1, 2025, according to an auction notice posted 
on the website of Bank of Albania. 
At the last auction of seven-year T-notes held on 
December 4, the finance ministry raised 616 
million leks, below its target of 1 billion leks. The 
coupon rate edged up to 5.39%, from 5.24% at 
the previous auction of seven-year government 

securities held in August. 

 
(1 euro = 131.835 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bosnia 
 

Bosnia's Serb Republic to sell 7.7 mln 

euro of 6-mo T-bills on Feb 27  

19-Feb-2018  
BANJA LUKA (Bosnia and Herzegovina), 
February 19 (SeeNews) – Bosnia’s Serb 

Republic will offer 15 million marka ($9.5 
million/7.7 million euro) of six-month 
Treasury bills at an auction on February 27, 
the entity's finance ministry said on Monday. 

The Treasury bills have a par value of 10,000 
marka each and will mature on August 27, 2018, 
the finance ministry said in a tender notice. 
At the last auction of six-month Treasury bills, 

held on January 11, the Serb Republic raised 20 
million marka. The yield was 0.3001%, 
unchanged from the yield achieved at the 
previous auction held on October 9. 
The Serb Republic is one of the two autonomous 
entities forming Bosnia. The other is the 
Federation of Bosnia and Herzegovina. 
 
(1 euro=1.95583 Bosnian marka) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Croatia 
 

Croatia sells T-bills above target, yield 

flat again  

20-Feb-2018  
ZAGREB, Feb 20 (Reuters) - Croatia sold 1.5 

billion kuna ($248.87 million) worth of one-
year treasury bills on Tuesday, with yield 
remaining flat at 0.09 percent for the third 
consecutive auction, Finance Ministry data 

showed. 

The result beat the target originally set at 1.3 
billion kuna. The bids amounted to 1.77 billion 

kuna amid good liquidity. 

More than 80 percent of the bills were bought by 

non-banking investors. 
The ministry occasionally also auctions bills with 
3-month and 6-month maturities as well as 
those denominated in euros. 
After the auction Croatia's over-all short-term 
debt in the local currency inched down to 19.51 

billion kuna from 19.53 billion. 
 
($1 = 6.0272 kuna) 
(Reporting by Igor Ilic)  
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98 334 053;)) 
 
 
 

 

Croatia to offer 1.3 bln HRK at T-bill 

auction again  

22-Feb-2018  
ZAGREB, Feb 22 (Reuters) - Croatia will offer 

1.3 billion kuna ($215.35 million) worth of 
treasury bills at an auction next week, the 
same amount it offered this week, the Finance 
Ministry said on Thursday. 

On Feb. 27 the ministry will offer one-year 
paper, which has been regularly on offer in 
recent auctions. Occasionally the ministry also 
offers bills of three-month and six-month 
maturities as well as those denominated in 
euros. 

At this week's auction the ministry sold more 

bills than was the original plan, with yield 
remaining flat. 
The benchmark overnight rate on the local 
money market was quoted at 0.30 percent on 
Thursday, and the one-year rate at 0.55 
percent. Daily market rates change at 0900 
GMT. ($1 = 6.0368 kuna) 
 
(Reporting by Igor Ilic; Editing by Gareth Jones) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Hungary 
 

Hungary's forint drifts near two-month 

low as FX weaken  

23-Feb-2018  
PRAGUE, Feb 23 (Reuters) - Hungary's forint 

drifted near a two-month low on Friday as 
weakened risk appetite and a loose monetary 
policy outlook weighed on central Europe. 

Hungarian rate setters meet next Tuesday and 

are widely expected to leave borrowing costs at 
record lows, a trend that should last into 2019. 
Polish interest rates, too, are likely to stick at 

all-time lows throughout this year. 
Despite solid economic growth, the dovish 
outlook is weighing on the respective 
currencies at a time when U.S. interest rates 

are rising. Tightening is happening also in 
central European neighbours the Czech Republic 
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and Romania. 

At 0930 GMT, the forint bid 0.1 percent lower 

against the euro at 312.99. The Czech crown 
and Romanian leu were flat. 
"As the National Bank of Hungary pursues the 
loosest monetary policy, the trend points 
towards a weaker forint in the medium to longer 
term," a local dealer said. 

While keeping rates anchored, the Hungarian 
bank has launched new swap tenders and 
started purchasing mortgage bonds, looking to 
prevent a widening of yields spreads relative to 
euro zone levels to stimulate borrowing. 
Markets will watch particularly whether the 
bank makes any comment on long-term 

government bond yields. The curve has 
steepened this month, ticking up 9 basis 
points on 5-year paper but by more than 60 
basis points on the 10-year maturity.  

Meanwhile, the forint has dropped 1 percent 
while the Polish zloty has lost half a percent in 
choppy trade in that time. The zloty edged up 
less than 0.1 percent on Friday, to 4.175 to the 
euro. 

Jobless data in Poland, showing the 
unemployment rate ticking up from near-record 
lows last month, did little to deter the outlook on 
rates or help the zloty. Coupled with investors 
pulling back from risk, pressure is likely to 
continue. 

"The currency could test its weakest levels this 
year (of 4.20 to the euro) before it returns to a 

longer-term appreciation trend," Bank Pekao 
said in a note. 
The crown has not been immune to weakening 
in the region but could return faster to its 
appreciation trend.  

Investors, though, have shown little will to push 
it stronger and add to its region-leading 0.9 
percent rise this year now that the central bank 
looks to be in no hurry to lift interest rates in the 
coming months.  
The bank was the first in Europe to begin 
tightening last year and delivered a third rate 

hike earlier this month but signalled the next 
move would only come later this year. 
 
 (( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.reuters.com@thomsonreuters.net )) 
 
 

Latvia 
 

Latvia's government bond hit by 

banking turmoil  

19-Feb-2018  
LONDON, Feb 19 (Reuters) - Latvia's 

benchmark bond fell on Monday, after one of 
the country's biggest banks was accused of 
breaching Western sanctions on North Korea 
and its central bank governor was detained by 
the country's anti-corruption agency. 

The moves saw the main Oct 2026 euro-
dominated bond drop 0.67 cents to 96, its 

lowest since August. The yield, which moves 

inverse to the bond's price, climbed to 0.85 

percent. 
ABLV Bank, Latvia third biggest lender, was 
ordered by the European Central Bank -- its 
supervisor -- to stop all payments on Monday as 
its "liquidity position" had deteriorated sharply 
since the U.S. Treasury accused it last week of 

money laundering. 
In a separate development, Latvia's government 
increased pressure on central bank boss Ilmars 
Rimsevics, an ECB policymaker, to quit after he 
was detained by police over the weekend in an 
anti-corruption probe.  

The Latvian Anti-Corruption Authority said on 
Monday Rimsevics' detention was related to a 
solicitation for a bribe.  
 
(Reporting by Marc Jones, Editing by Abhinav 
Ramnarayan) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
 
 

 

Poland 

Poland sells 807 mln zlotys worth of 

bonds at top-up  

22-Feb-2018  
WARSAW, Feb 22 (Reuters) - Poland sold 

treasury bonds worth a total of 807 million 
zlotys ($237.00 million) at a top-up tender on 
Thursday, attracting investor demand worth 
2.36 billion zlotys, the finance ministry said. 

The sale included 50 million zlotys in papers due 
July 2020, 253 million zlotys in bonds due 
January 2023, 404 million zlotys in papers due 
May 2024 and 100 million zlotys in bonds due 

April 2028.  
The ministry also said that after Thursday's 
tenders, it has financed 46 percent of its 
borrowing needs for 2018.  
 
($1 = 3.4051 zlotys) 
(Reporting by Marcin Goettig; Writing by Lidia Kelly) 
(( lidia.kelly@thomsonreuters.com ; +48 22 653 9722; 
Reuters Messaging: 
lidia.kelly.reuters.com@reuters.net )) 
 
 

Romania 
 

Romania sells 437.1 mln lei (94 mln 

euro) of 2023 T-notes, yield up  

22-Feb-2018  
BUCHAREST (Romania), February 22 (SeeNews) 

- Romania's finance ministry on Thursday sold 

above target 437.1 million lei ($116 
million/94 million euro) of Treasury notes 
maturing on April 26, 2023, central bank data 
showed. 

The average accepted yield was 4.21%, while 
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demand stood at 963.3 million lei. At the last 

auction of government securities of the same 

issue held in December, the ministry rejected all 
bids. 
The issue will be reopened on Friday when the 
finance ministry hopes to raise 45 million lei in a 
non-competitive tender. 
Romania's finance ministry plans to auction 

3.1 billion lei worth of government securities 
and to sell an additional 390 million lei in non-
competitive offers in February. 

In January, it planned to raise 4.94 billion lei 
from the sale of government securities but only 
raised 3.4 billion lei. 
Since the beginning of 2018, the finance 
ministry has sold roughly 5.2 billion lei worth of 

domestic debt and has raised 2 billion euro on 

international markets from the sale of 2028 and 
2030 Eurobonds. 
 
(1 euro=4.6539 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 
 

Russia 
 

Fitch: Russian Regional Debt Declines 

but Performance Varies  

22-Feb-2018  

Fitch Ratings-Moscow/London-February 22: The 

fall in Russian regional debt in 2017 confirms 
the sector's improved fiscal performance, 
although this continues to vary across 
regions, Fitch Ratings says. Our baseline 
scenario assumes further fiscal consolidation, 
but this is not certain. 

Total regional debt fell by RUB31 billion to 
RUB2.233 trillion last year, according to the 
Russian Ministry of Finance. While small, this is 

the first absolute decline in more than a decade. 
In 2005-2015, regional debt grew by an average 
of 23% a year, although growth slowed to 2% in 
2016. 
The recent improvement in the regions' 

budgetary performance reflects cost cutting, 
revenue growth and, notably, a rebound in 

corporate income tax driven by Russia's 
economic recovery. Russian Treasury data this 
week showed that 45 of the 85 regions recorded 
budget surpluses in 2017, up from 27 in 2016. 
We calculate that the aggregate regional deficit 
before debt variation was below 1% of 

aggregate regional revenue in 2017. 
Our baseline scenario assumes further fiscal 
consolidation, which would keep aggregate 
regional debt moderate relative to 
international peers (at about 25% of 
aggregate revenue). But there are still large 
differences in debt levels among the 85 
regions, 31 of which saw their debt rise in 
2017. 

Among Russia's local and regional governments, 

the City of St. Petersburg (BBB-/Positive) saw 
the largest absolute increase in debt as it 

returned to the domestic bond market to finance 

an ambitious investment programme. But the 

rise was modest relative to the city's total 
budget, and debt remains low (below 10% of 
current revenue). 
By contrast, the Mordovia Republic's 25% yoy 
debt increase led its direct risk to exceed 150% 
of current revenue, causing Fitch to downgrade 

Mordovia to 'B'/Stable from 'B+'/Stable earlier 
this month. Other heavily indebted regions such 
as the Republic of Khakassia and the Kostroma 
Region (both 'B+'/Stable) were also unable to 
cut debt last year and have recently become the 
first regions made subject to supervisory 

administration, whereby by the Russian Treasury 
prioritises and closely monitors spending. 
Russia's regions still face challenges in 
cementing their improved fiscal performance. 
We believe that part of 2017's debt decline is 
attributable to an increase in payables, which 
is not visible in the official accounts due to the 
use of cash rather than accrual accounting in 

Russia. Also, relatively few regions (those with 
strong credit metrics and investment-grade 

ratings) have sufficient liquidity to allow 
accumulated cash reserves to deplete in order to 
cover gaps between revenue and spending. 
This leaves budget surpluses as the surest way 
to reduce debt, but controlling spending remains 
a challenge. Social spending has been 

suppressed in recent years, and infrastructure 
investment needs remain high. 

Low-cost federal budget loans still dominate the 
regional debt structure, making up 45% of the 
total debt stock in 2017. We expect the 
proportion of market debt gradually to increase 
as the federal government reduces its provision 

of new budget loans to the regions as part of its 
plan to extend budget loan maturities rather 
than repeatedly roll over existing loans, 
commencing this year. This could ease medium-
term refinancing pressure for some regions, but 
greater market debt issuance would make debt 
servicing more expensive over time. 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 

 
 
 

 

Russia set for rating review by S&P, 

Fitch, upgrade in prospect  

19-Feb-2018  
S&P, Fitch due to review Russia sovereign 
rating on Feb 23 
• Russia to get second investment-grade 
rating if S&P upgrades 

• S&P rates Russia BB+ with positive 
outlook 
• Fitch rates Russia BBB- with positive 
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outlook 

By Andrey Ostroukh 

MOSCOW, Feb 19 (Reuters) - Russia may get a 

long-awaited upgrade to its sovereign ratings 
this week when international rating agencies 
are expected to consider a diminished risk of 
new sanctions and improved economic 
fundamentals, analysts and officials said. 

Investors watch Russia's sovereign ratings 
closely to balance risk in their portfolios, and 

have recently increased their exposure to 
Russian debt that offers lucrative yields. 
Russian authorities also track ratings as a gauge 
of Western sentiment towards Moscow's policies 
amid the country's preparations for a 
presidential election on March 18, which 
President Vladimir Putin is widely expected to 

win. 
S&P Global, which has Russia's long-term 
foreign-currency rating one notch below 
investment grade at BB+, is in the spotlight, 
because if it ups the rating this week, Russia will 
have a second investment grade rating on top of 
the one it has from Fitch. 

Fitch and S&P are both due to report their rating 
reviews on Feb. 23. 
Higher ratings would not only show Moscow is 
coping with Western sanctions, but also make 
its bonds of sufficient quality for the super-
sized pension funds and more conservative 
exchange-traded funds that only hold 
'investment grade' assets. 

Global agencies slashed Russia's ratings in 2014 

when prices for oil, its key export, plummeted 
and the West imposed sanctions against Moscow 
for its role in the Ukrainian crisis. 
This year, Russia is on track to post a budget 
surplus amid rising oil prices, a stabilised rouble, 
record-low inflation and an economic recovery 
after recession seen in 2015-2016. 

Finance Minister Anton Siluanov, who depicted 
rating downgrades as politically motivated in 
2015, said last week he would like rating 
agencies to "objectively assess the situation" as 
uncertainty related to sanctions eased. 
"I expect a rating upgrade by at least S&P," said 

Evgeniy Koshelev, chief analyst at Rosbank, 

Russia's subsidiary of Societe Generale. 
Budget parameters improved already last year 
allowing for a rating upgrade but "some rating 
agencies, apparently, take into account not only 
economic reasoning," Koshelev said. 
S&P said in an interview with Reuters in mid-

2017 that the rating outlook was clouded by the 
prospect of more U.S. sanctions. 
Concerns about new U.S. sanctions faded earlier 
this month when the U.S. Treasury Department 
said that expanding sanctions on Russia to 
include its sovereign debt would have "negative 
spillover effects" on global financial markets and 

businesses. 
Dmitry Polevoy, chief economist at ING in 

Moscow, also said both agencies may raise 
ratings this week but Fitch may prefer to take 
more time to assess economic developments as 
it already rates Russia at BBB- investment grade 

with a positive outlook. 

S&P and Fitch declined to comment on the 

possible outcome of the upcoming rating 

reviews. 
Moody's, which rates Russia Ba1 and has no 
fixed dates for rating decisions, raised its rating 
outlook to positive last month, saying Russia has 
gained enough resilience to withstand shocks. 
 
(Reporting by Andrey Ostroukh; Additional reporting 
by Darya Korsunskaya, Editing by William Maclean) 
(( andrey.ostroukh@thomsonreuters.com ;)) 

 
 
 

 

Creditors reject Russian Standard Ltd 

restructuring plan  

21-Feb-2018  
• Defaulted bond backed by 49 pct stake 
in Russian Standard Bank 
• Russian Standard Ltd offers cash or 
cash & options deal 
• Ad-hoc creditors group says proposal 
"unacceptable" 
• Creditor group holds enough notes to 

reject deal 

By Karin Strohecker and Marc Jones 
LONDON, Feb 21 (Reuters) - A group of 

creditors holding a defaulted Russian 
Standard Ltd Eurobond, said the company's 
restructuring proposal was "unacceptable" 
and they are prepared to call due the notes 
which are secured by a 49 percent stake in 
Russian Standard Bank. 

Russian Standard Ltd, a company linked to 

Rustam Tariko who owns Russian Standard Bank 
and founded Russian Standard Vodka, defaulted 
on a 2022 Eurobond coupon payment due on 
Oct. 27, 2017. The bond was secured by a 49 
percent stake in Russian Standard Bank. 
According to a document inviting note holders to 

a meeting in London, Russian Standard Ltd 
proposes to swap the notes for either 25 percent 
of the principal amount in cash, or 20 percent in 
cash plus a "contingent value rights option". 
That option would entitle holders for five years 
to a cash payment linked to dividend payouts 

and the firm's book value.  

"(The) indicated proposal is unacceptable - no 
base for negotiations," the group, which holds 
27.5 percent of the notes, said in a statement on 
Wednesday.  
"(The) group will continue with the acceleration 
process and the enforcement of the pledged 
shares," referring to the 49 percent stake the 

bond was backed with. 
The group also said it would not attend a 
meeting Russia Standard Ltd planned to hold on 
March 6 in London to discuss its restructuring 
proposals. 
According to the terms of the proposal, a 

meeting on the restructuring deal would require 
a quorum of at least two holders representing 75 
percent of the notes. To agree any restructuring 
deal, at least 75 percent of the votes cast at the 
meeting need to be in favour. 
Meanwhile a spokesman for Russian Standard 
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Ltd said the ad-hoc creditor group's response 

was not "anything unusual", adding the 

company had seen a "high" level of interest in 
the offer. 
"We receive requests for participation in the 
meeting, register them and prepare for the 
meeting itself," the spokesman added.  
The creditors group consists of five parties 

from the United Kingdom, Russia, the United 
States and Switzerland. The bond has $451 
million outstanding, according to Thomson 
Reuters data.  

Having opened at 20 cents on Wednesday, the 
issue jumped to 25 cents - its highest level since 
early December - as investors were betting on 
an improved offer. 
"In the last restructuring, negotiations led to 

some improvements in terms, including an 
increase in the upfront cash payment to 18 
percent of the then-outstanding amount, from 
the 10 percent initially offered," said Tolu 
Alamutu at Exotix Capital. 

"For this reason, we cannot rule out the 
likelihood of discussions leading to better 
outcomes for noteholders."  
Earlier in February, the creditor group had said it 

planned to start court proceedings and request 
an audit of Russian Standard Bank. 
"This is a low ball offer that is totally 
unacceptable for us, so I guess we will have to 
go to Russian courts," said one member of the 
group who requested anonymity. 

The person added that if the group gets the 
pledged 49 percent stake in the bank, it would 
have the right to appoint board members which 
would in turn give it greater control over the 
lender's finances. 
 
(Reporting by Karin Strohecker and Marc Jones, 
additional reporting by Tatiana Voronova in Moscow, 
editing by Louise Heavens and Elaine Hardcastle) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 

 
 
 

 

Russia names VTB Capital as organiser 

for sovereign Eurobond issue and swap  

22-Feb-2018  
MOSCOW, Feb 22 (Reuters) - The Russian 
Finance Ministry said on Thursday it has 
appointed VTB Capital as an organiser for its 
sovereign Eurobond issue to be placed and to be 
swapped later this year. 
Russia plans to sell or swap Eurobond worth up 

to $3 billion in 2018 using the investment wing 
of a state controlled bank. 
Some bonds will be issued as part of President 
Vladimir Putin's order to repatriate some of the 
assets that Russian businesspeople currently 

hold abroad, meaning Russia will give preference 
to domestic investors. 

 
(Reporting by Daria Korsunskya; writing by Denis 
Pinchuk; editing by Matthew Mpoke Bigg) 

(( denis.pinchuk@thomsonreuters.com ; 
+74957751242; )) 
 
 

Serbia 
 

Serbia Completes Successful IMF 

Program  

22-Feb-2018  
February 22, 2018  
Serbia exits a $1.32 billion three-year 
program with the IMF on February 22 
boasting outperformance on several of its 
goals. Concluding the program with flying 
colors is, however, only the first step in 
building a strong and vibrant economy able to 
compete globally, a recent observes.  

'The program has done much better than 
expected, overperforming many of its 
macroeconomic goals,' said James Roaf, head of 
the IMF's Serbia team. 'Serbia managed to dig 
itself out of a hole: after stalling for years in the 
wake of the global financial crisis, growth has 
now returned, coupled with rising investment 

and employment. A lot of work has been started 
to transform the country into a full-fledged 
market economy; these reforms need to be 
deepened after the conclusion of the program 
for Serbia to reach its full potential.'  
In 2014 Serbia's economy was in serious 
trouble. Following the 2008 global financial 

crisis, the country's economy stagnated, while 
weak public institutions, collapsing tax 
receipts, and overspending by government 
and state-owned enterprises resulted in a 

rapid buildup of public debt. Recognizing the 
unsustainable situation, the authorities adopted 
an ambitious program of fiscal adjustment, 
financial sector strengthening, and broad-based 

economic reforms. The IMF supported the 
program with economic advice and monitoring, 
along with precautionary financing.  
After three years of effort under the program, 
the economy has turned around. The fiscal 
accounts, with the second-largest deficit in 

Europe in 2014, boasted a surplus in 2017. 

Economic confidence has improved with stronger 
investment both from foreign and domestic 
sources. Unemployment is near historic lows, 
and falling. Banks are solid, and nonperforming 
loans are now below their precrisis levels.  
But it's vital to keep up the progress, the IMF 
says. The government should concentrate its 

efforts on helping the country catch up faster 
with its Western European peers. Reaching that 
goal is urgent to avoid the exodus of skilled 
Serbian workers in search of a better life. Here 

are the areas that need work.  

• Reform institutions and public 

services: Serbia must strengthen its institutions 

to support private-sector-led growth. 
Modernization should include tax administration 
and public services such as education and 
health. With more efficient management, public 
services could also mean better social 



 

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 

  14 

protection. Financial market development must 

accompany broader use of the Serbian dinar 

instead of the euro. Labor market development 
must mean higher participation―especially of 
women―and less informality, and wide-ranging 
reforms to address the large gray economy.  
• Overhaul state-owned enterprises: 
Serbia restructured its inefficient railway 

company, introduced better debt collection in 
the main electricity and gas companies, and 
successfully privatized others, such as the 
Smederevo steelworks, but many state-owned 
enterprises still need work for successful 
resolution or unsubsidized free market viability. 

The sectors most in need of overhaul are mining 
and petrochemicals: companies such as the 
Resavicacoal mine, the RTB Borcopper complex, 

and petrochemical producers Petrohemija, MSK, 
and Azotara. Several state-owned financial 
institutions-for example, the 
BPSandKomercijalnabanks and Dunavinsurance 

company-are also in need of reform or 
privatization.  
• Improve the business climate: More 
investors are venturing into Serbia in the wake 
of better economic stability and a stronger 
regulation, but several problem areas still limit 
business investment and expansion. These 

include the tax and regulatory systems, multiple 
fees and charges, and delays and uncertainty in 
the judicial system.  
• Build better infrastructure : Better 

road, telecommunications, and energy networks 
will propel Serbia toward a standard of living 

that rivals that of Western Europe.  
  
 (C) Copyright 2018 - IMF - International Monetary 
Fund 
 
 

Slovakia 
 

Slovakia begins bond trading through 

MTS to boost liquidity  

19-Feb-2018  
BRATISLAVA, Feb 19 (Reuters) - Slovakia 

began trading of state bonds on the MTS 
trading platform on Monday, in an effort to 

increase liquidity in its secondary market and 
lower its risk premium, the country's debt 
management agency said. 

The central European country, a member of the 
euro zone since 2009, has enjoyed a 
comfortable borrowing position with declining 
budget deficits and an economy outpacing most 
other members of the single currency. 

The debt agency, ARDAL, said trading through 
MTS should increase liquidity and provide more 
price transparency, helping attract investors and 

lowering its risk premium. Part of the London 
Stock Exchange Group, the MTS platform is 
widely used in Europe. 
A Slovak 10-year bond bid on Monday with a 

yield of 0.947 percent, 20 basis points above 
German paper.  

Slovakia is rated "A+" by Fitch agency and has 

33.4 billion euros of domestic state bonds 

outstanding, about half of that in non-residents' 
hands. ARDAL has said gross funding needs in 
2018 should reach 4.5 billion euros. 
It sold 81.7 million euros ($101.39 million) 
worth of 30-year bonds on Monday, offering its 
longest-dated debt to take advantage of still-low 

yields. 
 
(Reporting By Tatiana Jancarikova, editing by Jason 
Hovet, Larry King) 
(( Tatiana.Jancarikova@thomsonreuters.com ;)) 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentine economy grew close to 2.8 

pct in 2017  

19-Feb-2018  

BUENOS AIRES, Feb 19 (Reuters) - The 

Argentine economy grew "close to 2.8 
percent" last year, Guido Sandleris, head of 
the advisory body to the Treasury Ministry, 
told a gathering of Japanese business leaders 
on Monday.  

The data, according to Sandleris, shows a clear 
recovery of the third-largest economy in Latin 
America after a contraction of gross domestic 

product of 2.2 percent in 2016. 
"Last year the Argentine economy grew close to 
2.8 percent and we project higher growth this 
year, close to 3.5 percent," said Sandleris in 
Buenos Aires. 
If the data is confirmed, the government of 

President Mauricio Macri will be exempt from 
paying a coupon for a bond tied to the level of 
expansion of the economy, which demanded a 
minimum floor of growth of more than 3 
percent. 
The government's Indec statistics office will 

announce the 2017 activity level report on March 

21. 
 
(Reporting by Luc Cohen; Writing by Hugh Bronstein; 
Editing by Alistair Bell) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 

 
 
 

Argentina posts January primary fiscal 

surplus of 3.9 bln pesos  

20-Feb-2018  

BUENOS AIRES, Feb 20 (Reuters) - Argentina's 

government posted a primary fiscal surplus of 
3.9 billion pesos ($200 million) in January, up 
10 percent from January 2017 when it had 

collected unusually high revenues due to a tax 



 

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 

  15 

amnesty program, the Treasury Ministry said 
on Tuesday. 

President Mauricio Macri is aiming to cut the 

primary deficit to 3.2 percent of gross domestic 
product this year. Including debt interest 
payments, the government posted a deficit of 
25.9 billion pesos in January, compared with a 
deficit of 5.6 billion pesos in the same month 
last year.  

 
($1 = 19.65 Argentine pesos at end of January) 
(Reporting by Eliana Raszewski; Writing by Luc Cohen; 
Editing by Paul Simao) 
(( luc.cohen@thomsonreuters.com ; +54 11 4318 
0645; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net )) 

 
 
 

 

Argentine truckers block capital streets 

to protest Macri reforms  

21-Feb-2018  
By Hugh Bronstein and Nicolás Misculin 
BUENOS AIRES, Feb 21 (Reuters) - Argentine 

truck drivers paralyzed parts of Buenos Aires, 

throwing up road blocks in some of the city's 
busiest downtown neighborhoods, in a protest 
on Wednesday against President Mauricio 
Macri's market-friendly economic policies. 

The protest was seen as a test of the president's 
ability to keep pushing legislation in Latin 

America's No. 3 economy after a violent outcry 
over pension reforms he got through Congress 

late last year. 
Macri, who took office in December 2015, is 
trying to cut Argentina's fiscal deficit by 
gradually reducing subsidies for home heating 
gas and transportation, moves that have 
triggered an unpopular increase in utility bills 
and bus fares. 

"Mister President, don't continue with policies 
that force the most vulnerable parts of our 
society - retired people, old people - to go 

hungry," Hugo Moyano, head of Argentina's 
largest umbrella union, the CGT, shouted at an 
afternoon protest rally. 

Union activists danced and beat on drums on 
Avenida 9 de Julio, the city's main thoroughfare, 
under banners representing various labor 

groups. Traffic was snarled for miles. 
Macri aims to cut the primary fiscal deficit to 3.2 
percent of gross domestic product this year from 
3.9 percent in 2017.  
If he presses on with his economic overhaul, 
aimed at winning the confidence of investors 
long put off by the high cost of doing business in 

Argentina, union leaders said they may call a 
trucking strike next month that could slow the 
flow of grains from one of the world's top 
exporters of soy and corn. 
Produce is trucked from Argentina's vast Pampas 

farm belt to export terminals clustered along the 
Parana River in the country's main grains hub of 

Rosario. The waterway leads out to the shipping 
lanes of the South Atlantic. 
Macri has promised big changes to labor laws, 

widely seen as among the most costly to 

companies in Latin America and a leading 

obstacle to investment, after his pro-business 
coalition performed unexpectedly well in 
October's mid-term elections.  
The president nonetheless lacks a majority in 
Congress, and his administration was rocked by 
violent protests over pension reforms in 

December. Since then he has scaled back 
unpopular legislation as he prepares to run for 
re-election next year. He is now taking a 
piecemeal approach to labor law changes.  
 
(Editing by Chizu Nomiyama and Frances Kerry) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 

 
 
 

 

Brazil 
 

Brazil's move to ditch pension reform 

effort "credit negative"  

20-Feb-2018  
BRASILIA, Feb 20 (Reuters) - Moody's 

Investors Service said the Brazilian 
government's decision to drop its efforts to 

seek approval of the pension reform proposal 
in Congress was credit negative. 

"While we already expected that a major 
pension reform was unlikely, ditching off the 
plans to pursue its approval is a credit negative 
development that will severely restrict the 
authorities' ability to comply with the 
government spending ceiling in the coming 

years," the credit rating agency said on Tuesday 
in a note to clients. 
 
(Reporting by Anthony Boadle 
Editing by Chizu Nomiyama) 
(( anthony.boadle@tr.com +55 61 98204-1110 ; 
tweets @anthonyboadle ;)) 
 
 

Colombia 
 

Moody's Changes Colombia's Rating 

Outlook To Negative; BAA2 Ratings 

Affirmed  

23-Feb- 
Feb 22 (Reuters) - Moody's: 
Moody's changes Colombia's rating outlook to 
negative; Baa2 ratings affirmed. 
Moody's says change in outlook on Colombia's 
ratings was driven by expectation of a slower 
pace of fiscal consolidation and weakening 
fiscal metrics. 

Moody's says changed the outlook on 
government of Colombia's ratings to negative 
from stable. 
Moody's says decision to affirm baa2 ratings 
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reflects strength of Colombia's credit profile, 

relatively low external vulnerability. 

moody's says expects negative pressure on 
colombia's rating over next 12 months, these 
pressures are balanced against overall strength 
of credit profile. 
moody's says colombia's rating outlook change 
also driven by risk that new government will not 

have effective mandate to pass additional fiscal 
measures. 
 
 (( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Costa Rica 
 

S&P Says Costa Rica 'BB-' Long-Term 

Ratings Affirmed; Outlook Remains 

Negative  

21-Feb-2018  

Feb 21 (Reuters) - S&P: 
S&S says Costa Rica 'BB-' long-term ratings 
affirmed; outlook remains negative as fiscal 
stance continues to erode. 

S&S says lack of fiscal reform continues to erode 
Costa Rica's public finances, constraining its 
long-term growth prospects. 
S&S says ratings on Costa Rica reflect its stable 

political system, ample political checks and 

balances, and higher social indicators than 
peers'. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 
 

Mexico 
 

Mexico saw $29.7 bln in foreign direct 

investment in 2017  

21-Feb-2018  

MEXICO CITY, Feb 21 (Reuters) - Mexico 

registered $29.7 billion in foreign direct 
investment last year according to preliminary 
data, the economy ministry said on 
Wednesday.  
The figure was up 11 percent compared with 
preliminary data of 2016, according to a 
statement from the ministry.  
 
(Reporting by Veronica Gomez; Writing by Michael 
O'Boyle; Editing by Daina Beth Solomon) 
(( michael.oboyle@thomsonreuters.com ; +5255-
5282-7153; Reuters Messaging: 
michael.oboyle.thomsonreuters.com@reuters.net )) 
 
 

 

 

 

Puerto Rico 

Puerto Rico utility gets $300 mln after 

truce with creditors  

20-Feb-2018  

By Jim Christie 
Feb 20 (Reuters) - Puerto Rico's beleaguered 

electric utility has received court approval to 
borrow $300 million to help pay expenses, 
well below the $1.3 billion initially sought but 
enough to avert power outages it had warned 
about. 

On Monday, U.S. District Court Judge Laura 

Taylor Swain approved the loan which had been 
opposed by creditors of the U.S. commonwealth 
and its utility, the Puerto Rico Electric Power 

Authority, better known as PREPA. 
The federal oversight board, which represents 
Puerto Rico and PREPA in the island's historic 
financial restructuring, initially sought $1.3 

billion to assist with restoring power after 
Hurricane Maria cut off electricity across much of 
the island. 
The board had argued the utility faced power 
outages without an immediate cash infusion. 
Creditors of the utility and the U.S. territory 
opposed the initial loan over its terms and size. 

Last week, the two sides squared off in court, 
and the judge prodded Puerto Rico's board to 
reduce the loan to $300 million and rework its 
terms. 

Bond insurer National Public Finance Guarantee 
Corp had questioned whether PREPA even 

needed a loan while Puerto Rico's general 
obligation bondholders argued the board sought 
to subsidize PREPA with funds needed by the 
island's government. 
Puerto Rico is more than $70 billion in debt 
and PREPA has more than $14 billion in 
liabilities, including some $8 billion in Power 
Revenue Bonds. 

Quarreling over the loan package has been 

taking place amid a separate fight between 
Puerto Rico and creditors over the territory's 
revised fiscal plan. 
The plan would use $18 billion from the U.S. 

government to turn Puerto Rico's deficit into a 
$3.4 billion surplus within six years. 

Last week, creditors cast doubt on the plan, 
saying in a joint statement it "fails to provide a 
credible basis on which to restructure the 
island's debt." 
The case is In re the Financial Oversight and 
Management Board for Puerto Rico, U.S. District 
Court, District of Puerto Rico, No. 17-BK-3283. 

 
(Reporting by Jim Christie; Editing by Tom Brown) 
(( jim.christie@thomsonreuters.com ; Tel: +1-415-
677-2539; Reuters Messaging: 
jim.christie.thomsonreuters.com@reuters.net )) 
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Suriname 
 

Fitch Revises Suriname's Outlook to 

Stable; Affirms IDR at 'B-'  

21-Feb-2018  
Fitch Ratings-New York-February 21: Fitch 

Ratings has revised the Outlook on 
Suriname's Long-Term Foreign Currency (LT 
FC) Issuer Default Rating (IDR) to Stable from 
Negative and affirmed the IDR at 'B-'. 

See the full list of rating actions at the end of 
this release. 
KEY RATING DRIVERS 

The stabilization of Suriname's Outlook 
reflects the improving macroeconomic trend 
and more positive outlook for public finances 
since our last review in February 2017. 
Suriname's economy recovered to positive 
growth in 2017 with inflation falling to single 

digits at year-end. The financial system is 
deleveraging and strengthening its capital ratios. 
Public finances are on a firmer path towards 

consolidation and debt reduction, partly 
reflecting our assumption that the government 
will pass legislation on the introduction of a new 
Value Added Tax (VAT) in 2018. Disbursements 
by multilateral and bilateral lenders eased 
financing constraints to a degree in 2017, and 
the government has been able to increase its 

domestic financing via placement of short-term 

securities. Fitch expects the current account to 
remain in surplus, supported by higher 
commodity prices and production volumes, and 
international reserves to accumulate slowly. 
The 'B-' rating reflect Suriname's large public 
and external debt burdens, low external 

liquidity, high commodity dependence, large 
government deficits, financial system 
vulnerability, and monetary policy framework 
weaknesses. Suriname's higher per capita 
income and social indicators relative to the 'B' 
median are structural credit strengths. 
Macroeconomic conditions are stabilizing. 
Inflation receded to 9.2% yoy in December 
2017 supported by relative exchange-rate 

stability. In line with central bank expectations, 
Fitch expects 5% average price inflation 
(incorporating a temporary increase on 
introduction of the VAT in the second half of 
2018 (2H18), absent external shocks. Suriname 

adopted a floating exchange rate regime in 
2016, but the SRD-USD rate has demonstrated 
stability during 2017. 
The economy returned to positive growth of 
1.2% in 2017 following two years of recession. 
Gold and oil-related investments supported by 
firmer international prices are leading the 

recovery, and corporate credit demand shows 
incipient signs of recovery. Fitch expects 2.5% 
economic growth in 2018 and 2.7% in 2019. We 

expect the VAT will temporarily suppress 
consumption, tempered by improving consumer 
confidence. 
Suriname's current account swung to an 

estimated 9.2% of GDP surplus in 2017 from a 

19.4% deficit in 2015. The exchange-rate 

adjustment compressed imports while firming 

international oil and gold prices plus expanded 
gold exports increased current external receipts 
(CXR). Fitch expects the current account to 
remain in surplus during 2018-2019. 
International reserves stood at USD445 million 
as of January 2018, up from the low of USD213 

million in May 2016. 
The government deficit remained large in 
2017, with a preliminary estimate at 7.3% of 

GDP. Fiscal revenues are commodity-dependent 
and remain below current spending levels. Fitch 

expects the government to consolidate public 
finances reducing the deficit to 4.6% and 
2.2% of GDP in 2018 and 2019, respectively, 
via a combination of revenue gains and cuts 

to current goods, services, and transfers 

expenditure. The Bouterse administration plans 
to introduce a VAT, scheduled for parliamentary 
debate in late February-March and rollout in 
2H18. Together with tax administration gains, 
we expect the VAT could capture 2pp of GDP 
additional annual revenues net of reductions in 

other taxes. Additionally, new income tax 
receipts from the Merian gold mine are expected 
to lift revenue by 1.5pp of GDP in 2019. 
We expect the resulting primary fiscal surplus 
in 2019 will lower the government's large 
financing needs, put government debt on a 
downward trajectory, and enable it to reduce 
the stock (7% of GDP at November 2017) of 
relatively short-term domestic treasury 

securities. Suriname's government debt and 
interest burdens, at 66.9% of GDP and 20.8% of 
revenue in 2017, are higher than the respective 
'B' medians of 58.7% and 9.4%. 
Sovereign external financing constraints eased 
during 2017 relative to our expectations 
following the IMF's Standby Agreement going off 

track. External disbursements from regional 
multilateral banks, China, and a USD46 million 
18-month commercial placement provided 2% of 
GDP net external financing. The government was 
able to finance its remaining needs domestically 
through placements of short-term treasury 
securities while clearing nearly all its payment 

arrears to domestic suppliers by July 2017. 
Net external debt is expected to have peaked 
at 74.8% of CXR in 2016. Public external 
borrowing and drawdown of international 
reserves in response to the commodity shocks 
elevated Suriname's net external debt above 

the 'B' median. Increased gold exports and the 
current account surplus temper currency risks 

for public debt service. Suriname has no large 
international bond maturities until 2026 and a 
smooth official amortization profile, supporting 
the 164% international liquidity ratio for 2018. 
This is despite its still weaker international 
reserves (at 2.6 months of current external 
payments coverage) than the 'B' median at 3.9. 
The Suriname parliament passed a Sovereign 
Savings and Stabilization Fund (SSSF) law in 
May 2017, designed to mitigate vulnerability 
to the volatile commodity-linked fiscal 

revenue in the future. Political prospects for 
VAT passage in 2018 are also supported by the 
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administration's visible efforts to build public 

support. Previous attempts to consolidate public 

finances by cutting the electricity subsidy were 
stymied by public demonstrations. The next 
parliamentary elections are due by May 2020, 
and local observers estimate the window for 
policy reforms may close in 2019. Election-
related extra-budgetary spending pressures 

emerged in the most recent competitive national 
elections in 2015. Suriname has exhibited 
political stability despite the recession and very 
high inflation levels during 2015-2016. 
Financial system conditions are stabilizing. 
Real interest rates turned positive in 4Q17, 

supporting bank profitability. Banks are 

deleveraging, de-dollarizing credit while holding 
excess foreign currency liquidity, and writing 

down non-performing loans, which peaked in 
2017. One large systemic financial institution is 
strengthening its capitalization and remains 
under intense supervision. 
SOVEREIGN RATING MODEL (SRM) and 

QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Suriname a 
score equivalent to a rating of 'B-' on the LT FC 
IDR scale. Fitch's sovereign rating committee did 
not adjust the output from the SRM to arrive at 
the final LT FC IDR. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 

variables based on three-year centered 
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 Outlook is Stable. The main factors that 
could lead to a positive rating action, individually 
or collectively, are: 

--Consolidation of public finances - potentially 
supported by structural measures to broaden the 
tax base - that places general government debt 
on a downward path. 

--Strengthened external liquidity buffers and 
external balance sheet. 
--Stronger investment and economic growth 

prospects. 
The main factors that could lead to a negative 
rating action, individually or collectively, are: 
--Failure to consolidate public finances that leads 
to an upward trajectory for government debt 
dynamics. 
--Emergence of financing constraints or 

government payment arrears to domestic 
suppliers. 
--Material weakening of the external balance 
sheet, potentially reflecting commodity price or 

volume shocks. 
KEY ASSUMPTIONS 
Fitch assumes global economic growth and 

international oil prices evolve according to our 
quarterly Global Economic Outlook forecasts 
and that international gold prices remain near 

current levels during 2018-2019. 

The full list of rating actions is as follows: 

--Long-Term Foreign-Currency IDR affirmed at 

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

--Short-Term Local-Currency IDR affirmed at 'B' 
--Country ceiling affirmed at 'B-' 
--Issue rating on the long-term senior unsecured 
foreign-currency bond affirmed at 'B-' 
 
Media Relations: Benjamin Rippey, New York, Tel: +1 
646 582 4588, Email: 
benjamin.rippey@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 
 

 

Venezuela 
 

Venezuela says launch of 'petro' 

cryptocurrency raised $735 mln  

21-Feb-2018  
CARACAS, Feb 20 (Reuters) - President Nicolas 

Maduro said Tuesday that Venezuela had 
received $735 million in the first day of a pre-
sale of the country's “petro” cryptocurrency, 
aimed at pulling the country out of an 
economic tailspin. 

Maduro is hoping the petro will allow the ailing 

OPEC member to skirt U.S. sanctions as the 
bolivar currency plunges to record lows and it 
struggles with hyperinflation and a collapsing 
socialist economy.  
Blockchain experts have warned the petro is 
unlikely to attract significant investment. 
Opposition leaders have said the sale constitutes 

an illegal debt issuance that circumvents 
Venezuela’s majority-opposition legislature, and 
the U.S. Treasury Department has warned it 
may violate sanctions levied last year. 
Maduro did not give details about the initial 
investors and there was no evidence 
presented for his figure. He added that 
tourism, some gasoline sales and some oil 

transactions could be made in petro. 

"Today, a cryptocurrency is being born that can 
take on Superman," said Maduro, using the 
comic character to refer to the United States, as 
he was flanked by mining rigs in a state 
television address. 
The official website for the petro on Tuesday 

published a guide to setting up a virtual wallet to 
hold the cryptocurrency. The cryptocurrency 
goes public next month. 
Venezuelan Cryptocurrency Superintendent 

Carlos Vargas last week said the government 
was expecting to draw investment from 
investors in Turkey, Qatar, the United States 

and Europe. 
The value of the entire petro issuance of 100 

http://www.fitchratings.com/
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million tokens would be just over $6 billion, 

according to details given by Maduro in recent 

months, though no new price information was 
provided on Tuesday. 
The tokens will each be valued at and backed by 
a barrel of Venezuelan crude oil, Maduro has 
said. 
Advisers working for the government have in the 

past recommended that 38.4 percent of the 
petros should be sold in a private auction at a 
discount of 60 percent. 
Maduro says his government is the victim of an 
“economic war” led by opposition politicians with 
the help of the government of U.S. President 

Donald Trump. 
Sanctions levied last year by Washington block 
U.S. banks and investors from acquiring newly 

issued Venezuelan debt, effectively preventing 
the nation from borrowing abroad to bring in 
new hard currency or refinance existing debt. 
The petro will not be a token on the Ethereum 

network, as was previously disclosed in a 
whitepaper provided by the government. 
 
(Reporting by Corina Pons and Girish Gupta; Editing by 
Meredith Mazzilli and Lisa Shumaker) 
(( girish.gupta@thomsonreuters.com ; 
+584241017786; Reuters Messaging: 
girish.gupta.thomsonreuters.com@reuters.net )) 
 

AFRICA 
 

Congo 
 

Congo seeks relief talks with oil 

traders over $2 bln debt  

20-Feb-2018  
• IMF pushing Congo to renegotiate debt 

• Loans primarily came from Trafigura, 
Glencore 
• Many African countries have borrowed 
from traders 

By Julia Payne and Dmitry Zhdannikov 

LONDON, Feb 20 (Reuters) - Congo Republic is 

set to become the latest African country to 
start debt relief talks with trading houses 
after borrowing $2 billion from merchants 
such as Trafigura and Glencore but now 
finding its debt levels unsustainable, sources 
familiar with the matter said. 

Trading houses regularly lend money to 
resource-rich clients in financial distress - be it 
countries such as Congo, Chad, Morocco or 

Iraq's Kurdistan region - when other lenders 
walk away. But traders often charge heavy 
interest on loans and require access to 
resources. 
Congo has recently appointed investment bank 

Lazard as an advisor to help it renegotiate debts 
with the traders, three banking and oil industry 

sources said.  
Lazard declined to comment. 
The move is similar to Chad which has appointed 
Rothschild as an advisor in talks with Glencore 

and four bank lenders.  

The development in Congo is similar to the 

situation in Chad, which borrowed $1.45 billion 
from Glencore guaranteed by crude cargoes at a 
time of high oil prices. The central African 
country was forced to seek a restructuring 
because it had to channel most oil revenue 
towards debt repayments instead of its own 

budget when oil prices fell.  
Negotiations to restructure the loan for a 
second time have been on-going since mid-
2017 and became fraught after Chad said it 
would cut off some of the oil going to 
Glencore when the two sides clashed over the 
terms.  

Like Chad, Congo Republic has come under 
pressure from the IMF to restructure its debt, 

which trade sources fear may result in painful 
and prolonged talks with the traders unwilling to 
unilaterally improve credit terms.  
"The Republic of Congo's overall debt, 
including loans from oil traders, is 
unsustainable and the authorities are 
planning measures to restore medium-term 
debt sustainability," a spokesman for the IMF 
said. 

Glencore and Trafigura declined to comment. 
Congo Republic's finance ministry declined to 
comment. 
Congo is seeking an IMF bailout and, as in the 
case of Chad, the IMF has laid out tough terms 
before releasing the funds. 

Congo is regularly singled out by anti-corruption 

groups for the opaque management of its oil 
sector.. 
In December, the country pledged to cut its 
2018 spending by 9 percent in a bid to win the 
IMF's support. The IMF said in October that 
Congo's public or publicly guaranteed debt 
totalled $9.14 billion or around 110 percent of 

its GDP as of the end of July. 
Out of this total, the debt to traders represents 
about $2.3 billion, the country's prime minister 
said in October, without providing a breakdown. 
He also said the country was weighing a 
moratorium on payments with private creditors. 

Trafigura has lent the country around $1 billion 

together with banks. In the case that Congo 
defaults, the trading house is fully responsible 
for the debt, although it has insured it with re-
insurers, according to two trade sources. 
Glencore, backed by a syndicate of banks, lent 
Brazzaville about $850 million between 2015 

and 2016, according to the company's annual 
accounts, to be repaid with future oil deliveries 
over 5 years.  
At the end of 2016, Glencore was directly owed 
$336 million, while the banks were still owed 
about $500 million.  
"All in all, we don't think the government is in 

a desperate situation and requires a massive 
restructuring. Some sort of restructuring with 
a four to five-year timeframe would probably 
be acceptable," said a source at one of the 
trading houses who asked not to be identified 
because the issue cannot be discussed in 
public. 
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Congo produces close to 280,000 barrels per 

day (bpd) and is heavily dependent on its oil 

sales revenue.  
It said last June that it aimed to increase 
production by 25 percent to 350,000 bpd. 
Unlike Chad, Congo has a wider set of creditors. 
Glencore and its bank lenders accounted for 
nearly all of Chad's external commercial debt.  
 
(Additional reporting by Karin Strohecker in London, 
Joe Bavier in Abidjan and Christian Elion in Brazzaville; 
Editing by David Evans) 
(( julia.payne@thomsonreuters.com ; +44 207 542 
1836; )) 
 
 

Ghana 
 

Ghana says received keen Asian 

interest in its sovereign debt   

20-Feb-2018  
• Government plans to issue up to $2 bln 

in H1 
• Ghana also considering green bond 
sale 

By Kwasi Kpodo 
ACCRA, Feb 20 (Reuters) - Ghana plans to 

issue a sixth Eurobond of up to $2 billion by 
June and has received keen interest from 
Asian investors, finance minister Ken Ofori-
Atta said on Tuesday. 
Ghanaian officials last week met investors in 
Singapore and Hong Kong to seek favourable 
terms for the bond, originally envisaged at $1 
billion in the 2018 budget. 

The government is also considering a green 
bond sale, Ofori-Atta said, but did not give 
details. 
Ghana's 2018 Eurobond sale comes amid market 
uncertainty fuelled by the likelihood of a U.S. 
Federal Reserve hike that could render sub-
Saharan African debt unattractive.  

"We are going to issue anywhere from $1 bln to 
$2 bln of our sovereign paper and we found 
some people who are excited about that," Ofori-

Atta said on local FM radio. 
"We also are a lot more positive about issuing a 
green bond and we got some keen interests for 
that," he said. Previously debt was sold mainly 

to investors in Europe and the United States. 
Ghana, which exports cocoa, gold and oil is in its 
final year of a $918 million credit deal with the 
International Monetary Fund under which it is 
aiming to reduce the budget deficit, inflation and 
public debt, which hit 68 percent of GDP last 

year. 
 
(Reporting by Kwasi Kpodo; Editing by Robin Pomeroy) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
 
 
 

 

Kenya 
 

IMF stops Kenya's $1.5 bln standby 

credit after deficit clash  

20-Feb-2018  
• IMF says access lost last June after 

clash on fiscal deficit 
• Facility listed as current every week on 
the IMF's website 
• Kenya's Treasury has published a 
fiscal consolidation plan 
• IMF says rate cap has to be eliminated 
to boost credit 

By Duncan Miriri 

NAIROBI, Feb 20 (Reuters) - The International 

Monetary Fund said it stopped Kenya's access 
to a $1.5 billion standby credit facility last 
June after failing to agree with the 
government on a reduction of the fiscal 
deficit. 

The two-year precautionary facility, set to expire 
next month, was put in place in case of 

unforeseen external shocks that could put 
pressure on Kenya's balance of payments.  
The East African economy has not tapped the 
facility, which was preceded by a smaller 
standby one-year credit line in 2015, as foreign 
exchange reserves held by the central bank 
have soared to record highs.  
"The programme has not been discontinued 
but access was lost in mid-June because a 
review had not been completed," Jan 
Mikkelsen, IMF representative in Kenya, told 
Reuters. 

"There was no agreement on the fiscal 
adjustment at the time and then I do believe the 
lengthy election period (later in the year) made 
it difficult to have a review and complete that in 

the period that followed." 
The facility has however still been listed as 
current every week since then on the IMF's 
website, including last week, prompting criticism 
from campaigners for poor countries' debt to be 
written off. 

"If access was really lost in June, then the IMF 
has not been clear about this," said Tim Jones, 
policy officer at the Jubilee Debt Campaign in 
London. "Increased transparency is needed not 
just from governments but from lenders as well, 
including the IMF."  
The Kenyan government did not respond to 

requests by Reuters for comment. It has 
published a plan to lower its fiscal deficit to 7 
percent of GDP at the end of this fiscal year in 
June, from 8.9 percent in 2016/17, and to less 
than 5 percent in three years' time.  

Mikkelsen said an IMF team was in Kenya for 
talks on a Kenyan request for a new standby 
credit facility. He did not comment on the 

government's fiscal deficit reduction plan. 

"We have just started discussions," he said. "I'm 
hopeful we will get an agreement." 
The IMF wanted to see "substantial fiscal 
consolidation" to lower the deficit and put the 
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country's debt onto a "sustainable path". 

Kenya's total debt has risen to about 50 percent 

of GDP, from 42 percent in 2013, as it borrowed 
locally and abroad to build infrastructure like a 
new railway line from Nairobi to the port of 
Mombasa. 
When Kenya secured the precautionary facility, 
IMF officials said it was recognition of the 

country's stable economic fundamentals, as that 
type of facility is usually reserved for more 
developed emerging economies. 
But investor worries have grown due to the 
gaping fiscal deficit and sluggish private sector 
credit growth, after the government capped 

lending rates at 14 percent in 2016.  
"The interest rate controls should either be 
eliminated or significantly modified to allow 

banks to price risks properly and thereby 
promote an increase in credit to the private 
sector," Mikkelsen said.  
He said a reduction of the fiscal deficit and the 

elimination of the cap on commercial lending 
rates were key to a new agreement between 
Kenya and the fund.  
 
(Editing by Susan Fenton) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
 
 
 

 

Kenya revises pricing on dual-tranche 

US dollar bond  

21-Feb-2018  
By Sudip Roy 
LONDON, Feb 21 (IFR) - Kenya has tightened 

pricing on its US dollar dual-tranche offering 

comprising 10 and 30-year bonds, according 
to a lead.  

The pricing for the benchmark February 2028 
bonds has been revised to 7.375% area (+/-
12.5bp). On the benchmark February 2048 
notes, pricing has been revised to 8.375% area 
(+/-12.5bp). Both bonds will price in range. 
Combined books are in excess of US$10bn, with 

a fairly even split. They will go subject at 
2.15pm London time. 
Kenya began marketing the 10-year note at a 
yield of 7.625% area and the 30-year bond at 
8.625% area. 
The trade is today's business via Citigroup, JP 
Morgan, Standard Bank and Standard Chartered. 

Kenya is rated B+ by both S&P and Fitch. 
 
(Reporting by Sudip Roy, Editing by Helene Durand) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; )) 
 
 
 

 

Kenya raises $2 bln Eurobond but 

concerns over deficit linger  

22-Feb-2018  
By Duncan Miriri 

NAIROBI, Feb 22 (Reuters) - Kenya shook off a 

downgrade and the loss of access to an IMF 
standby credit facility to raise a $2 billion 
dollar bond at competitive yields, but market 
participants said on Thursday it still needs a 
credible plan to tackle its fiscal deficit. 

Kenya received $14 billion worth of bids. It took 
just $1 billion in a 10-year note with a yield of 
7.25 percent, and another $1 billion in a 30-year 
tranche with a yield of 8.25 percent, Thomson 

Reuters news and market analysis service IFR 
reported. 
"They were in line with the yield curve," said a 
fixed income trader in Nairobi.  
The eventual yield reflected a tightening of 
the initial pricing area by about 30 basis 
points. It was close to the comparative yields 
for other African sovereigns like Nigeria, the 

trader said.  

Last week, credit ratings agency Moody's 
downgraded Kenya's debt rating to B2 from B1 
while officials were in the middle of the bond 
roadshow abroad, angering the government. 
More bad news emerged on Tuesday, after the 
International Monetary Fund said it had frozen 

Kenya's access to a $1.5 billion standby facility 
last June, after failure to agree on fiscal 
consolidation and delay in completing a review. 
"They (the government) were able to weather 
the knocks of the Moody's downgrade and the 
IMF issue," said Aly Khan Satchu, a Nairobi-
based independent trader and analyst.  

But he warned that the government needed to 
convince investors it has a plan to tackle the 
fiscal deficit. 
"People are worried about debt-to-GDP ratios 
and they want to see a stronger language about 
how this will be addressed," he said. 
Kenya's total debt is about 50 percent of GDP, 

up from 42 percent in 2013. It has borrowed 
locally and abroad to build infrastructure like 
a new railway line from Nairobi to the port of 
Mombasa. 

The finance ministry has published a plan to 
lower its fiscal deficit to 7 percent of GDP at the 
end of this fiscal year in June, from 8.9 percent 
in 2016/17, and to less than 5 percent in three 

years' time. 

Satchu said it was not enough for investors. 
They want to see more targeted infrastructure 
investments that will ensure a return, and 
attempts to reign in a ballooning public service 
wage bill and other recurrent expenditure. 
"We have got to walk the talk. We are not even 

talking the talk yet," he said. 
 
(Editing by Katharine Houreld and Toby Chopra) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
 
 

Mozambique 

Mozambique to propose debt 

restructuring plan to creditors on 
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March 20  

22-Feb-2018  

LONDON, Feb 22 (Reuters) - Mozambique will 

present to its creditors the key elements of a 
debt restructuring proposal and give an 
update on its fiscal and macroeconomic 
situation at a meeting in London on March 20, 
the Ministry of Economy and Finance said on 
Thursday. 

"The government remains committed to finding 
a consensual and collaborative resolution to the 
current debt situation through dialogue with the 
holders of the Republic's direct and guaranteed 
external commercial obligations," the ministry 
said in an emailed statement.  
Debt-ridden Mozambique has been in turmoil 

since the 2016 discovery of previously hidden 

loans granted to three state-owned companies, 
which led the International Monetary Fund and 
Western donors to halt budget support, 
triggering a currency collapse and debt defaults 
as well as hitting economic growth.  
 
(Reporting by Karin Strohecker; Editing by Kevin 
Liffey) 

(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Nigeria 

Fitch Rates Nigeria's USD Notes 'B+'  

20-Feb-2018  
Fitch Ratings-Hong Kong-February 20: Fitch 
Ratings has assigned Nigeria's USD1.25 billion 
7.143% senior unsecured notes due 23 
February 2030 and USD1.25 billion 7.696% 
senior unsecured notes due 23 February 2038 

final ratings of 'B+'. The final ratings replace 
the expected ratings of 'B+(EXP)' that Fitch 
assigned on 15 February 2018. 
KEY RATING DRIVERS 

The ratings are in line with Nigeria's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) of 
'B+', which has a Negative Outlook. 
RATING SENSITIVITIES 

The ratings are sensitive to any changes in 
Nigeria's Long-Term Foreign-Currency IDR. 
On 31 August 2017, Fitch affirmed Nigeria's 

Long-Term Foreign- and Local-Currency IDRs at 
'B+' with a Negative Outlook. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 
 

 

Nigeria treasury yields drop after 

Eurobond sale to payoff maturities  

20-Feb-2018  
LAGOS, Feb 20 (Reuters) - The Nigerian short-

term treasury bill yield fell 50 basis points on 
Tuesday as traders expect a drop in second 
quarter auction volumes after the government 

raised $2.5 billion from a Eurobond last week 
to pay off some maturities. 

The government has been working to lower its 
borrowing costs, particularly as inflation fell for 
the 12th time in a row in January. It sold 
Eurobonds last week to pay off the bills rather 
than rolling over debt as it has done in the past. 
 
(Reporting by Chijioke Ohuocha; Editing by Alison 
Williams) 

(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

Rwanda 

Rwanda sells five-year Treasury bond 

worth 15 billion francs  

22-Feb-2018  
KIGALI, Feb 22 (Reuters) - Rwanda sold a five-

year Treasury bond worth a total 15 billion 
francs ($17.8 million) on Thursday to fund 
infrastructure projects, the central bank said. 

The National Bank of Rwanda said the bond had 
a coupon and yield of 11.80 percent and a 

subscription rate of 363 percent. The bond will 
be listed on the Rwandan bourse on Feb. 27 for 
secondary buyers. 
The bank said it will issue a 10-year bond on 
May 23, 2018. The East African nation of 12 
million has been issuing Treasury bonds 

regularly to develop its nascent debt market and 
to fund much needed infrastructure. 
Rwanda's government early this month said that 
it planned to sell treasury bonds to raise extra 
cash for its fiscal 2017/18 budget, part of which 
it will spend on expanding the national airline 
RwandAir.  
 
($1 = 840.8900 Rwandan francs) 
(Reporting by Clement Uwiringiyimana; Editing by 
George Obulutsa)  
((Clement.Uwiringiyimana@thomsonreuters.com; 
+250 784 031935; Reuters Messaging:  
Clement.Uwiringiyimana.thomsonreuters.com@reuters
.net)) 
 
 
 

Seychelles 
 

Seychelles preserves swathes of 

marine territory in debt-for-nature deal  

22-Feb-2018  
By George Thande 
VICTORIA, Feb 22 (Reuters) - The island nation 

mailto:Clement.Uwiringiyimana.thomsonreuters.com@reuters.net)
mailto:Clement.Uwiringiyimana.thomsonreuters.com@reuters.net)
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of Seychelles designated some of its fragile 
coastal areas for protection from commercial 

fishing, oil exploration and development this 
week in return for a novel deal relieving it of 
part of its sovereign debt. 

The Indian Ocean island, rich in underwater 
reefs and postcard-perfect beaches, defaulted on 
its debt in 2008 and clawed its way back to 
prosperity with assistance from the International 
Monetary Fund. 

Since then, government officials have been 
searching for ways to preserve their 
environment without endangering financial 
stability. 
So the finance ministry was intrigued when 
U.S.-based conservation group The Nature 
Conservancy approached it recently with a 
debt-for-nature financial proposal, the first in 

the world aimed at protecting a marine area. 

The deep-pocketed conservation group offered 
to buy up nearly $22 million of Seychelles’ 
outstanding $406 million sovereign debt in 
return for the country designating a third of its 
marine area as "protected". 
The East African island nation of fewer than 

100,000 people mainly relies on tourism and 
fishing for revenue, but in recent years oil and 
gas companies have been exploring its turquoise 
waters, home to dugongs, turtle and tuna. 
On Wednesday, Seychelles gave details on the 
first 210,000 square kilometre (81,000 square 
miles) area to be conserved, limiting activities 

like fishing, oil exploration and large-scale 
development in the most fragile habitats, while 
allowing them under certain conditions in the 
rest of the area.  
The remaining 200,000 square km area, which 
will have different restrictions, will be announced 
later.  
The Seychelles deal builds on 20 years' worth 
of similar debt-for-nature swaps that have 
preserved vast tracts of tropical forests in 
Latin America and the Caribbean.  
But it's the first time the financing technique 
has been used to secure a marine 
environment, said Rob Weary, the head of 
NatureVest, which funds the group's 
conservation deals.  

"There's not been one example of a country 

defaulting on a debt-for-nature swap," he said.  
Weary said the Seychelles deal -- which will also 
help fund climate-change projects -- could pave 
the way for other, larger deals where 
conservationists buy a country's sovereign debt 
in return for policy changes designed to help the 
environment.  

With an annual operating budget of $650 million 
per year, The Nature Conservancy's funds dwarf 
many other, better-known charities such as 
Oxfam or the World Wildlife Foundation.  
"Never before has there been so much funds 
available to support marine-based economic 

activities, the conservation of coastal and marine 

biodiversity and adaptation to climate change," 
said Vice President Vincent Meriton when 
announcing the project. 
Reaction to the announcement was generally 

positive. PetroSeychelles’ head Patrick Joseph 

told Reuters that no explorers had shown an 

interest in the protected areas, but that he was 
unsure such stringent protection was necessary.  
Fisherman Graham Green, 29, said he hoped it 
would rejuvenate traditional small-scale fishing.  
"Long ago you would fish for just a few hours 
and not far out to sea and get a good catch of 

well-sized fish. But these days what you used to 
get in just one hour takes you a whole day," he 
said. 
 
(Reporting by George Thande; Additional reporting and 
writing by Katharine Houreld; Editing by Hugh Lawson) 
(( katharine.houreld@thomsonreuters.com ; + 254 
796 142 176; )) 
 
 

South Africa 
 

South Africa budget a good step, says 

ratings agency S&P  

22-Feb-2018  

LONDON, Feb 22 (Reuters) - South Africa's 

budget measures to raise value added tax 
(VAT) rate and cut spending was a welcome 
step, rating agency S&P Global said on 
Thursday. 

"It is good to see that the debt trajectory is 
getting back on track," Ravi Bhatia a director in 

S&P's sovereign analyst group told Reuters. "The 
decision to implement to increase VAT is good 

from a revenue standpoint good." 
"The question is around the implementation of 
consolidation and whether they can pull it off," 
he added, also saying that the plans to cut 
spending were still focused on future years such 
as 2020 and 2021. 

S&P currently rates South Africa's foreign 
currency debt at BB with a stable outlook and its 
local currency debt at BB+ with a stable outlook.  
 
(Reporting by Marc Jones; editing by Karin Strohecker) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 

 
 
 
 

 

Fitch: South Africa Budget Partly 

Reverses Fiscal Deterioration  

23-Feb-2018  
Fitch Ratings-Hong Kong/London-February 23: 
South Africa's budget reverses some of the 
fiscal deterioration seen in 2017, Fitch 
Ratings says. However, the need to fund 
expenditure measures announced in recent 
months means the consolidation envisaged is 
relatively modest. It remains to be seen how 
fiscal policy will evolve under President 
Ramaphosa in the face of persistent risks to 
fiscal targets. 
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The budget, presented by Finance Minister 

Malusi Gigaba on Wednesday, left the 

consolidated budget deficit estimate for the 
current fiscal year ending March 2018 (FY17/18) 
at 4.3% of GDP but lowered the deficit targets 
for subsequent years by 0.3-0.4% of GDP 
compared with October's Medium-Term Budget 
Policy Statement (MTBPS). The new targets of 

3.6% in FY18/19 and FY19/20 and 3.5% in 
FY20/21 are exactly in line with Fitch's forecasts 
when we affirmed South Africa's 'BB+'/Stable 
sovereign rating in November. 
This would represent a partial reversal of recent 
fiscal deterioration. The budget projects that 

lower deficits would help stabilise the 
government's debt measure (which excludes 
local government debt) at 56% of GDP from 

FY21/22. This trajectory is much better than in 
the MTBPS, which saw debt reaching 61% in 
FY20/21 and remaining on an upward trend. But 
it is still worse than in last February's budget, 

which implied FY20/21 debt of 52%. 
The budget signals a commitment to 
consolidation that appeared to be waning last 

October. The improved forecasts relative to the 
MTBPS are to be achieved despite significant 
new expenditures, notably on free higher 
education for large segments of the population, 
which will cost ZAR12 billion in FY18/19 and 

ZAR25 billion in FY19/20. The consolidation is 
due to higher growth forecasts, a mixture of 
expenditure measures worth ZAR26 billion 

(0.5% of GDP) and revenue measures worth 
ZAR36 billion (0.7% of GDP). This includes a 
politically difficult decision for a 1pp increase in 

the value-added tax rate. 
We also think the government is committed to 
its expenditure ceiling, which is an important 

anchor for fiscal policy. The budget estimates 
that the ceiling will be breached in FY17/18 by a 
small amount, but the government has 
marginally lowered ceilings for subsequent years 
and did not use a provision that would have 

allowed an upward adjustment for fully funded 
major policy changes, which could have been 
applied to the tertiary education initiative. 
The budget's GDP growth forecasts (1.5% in 
2018, rising to 2.1% in 2020) are stronger 
than in October but are credible and broadly 

in line with Fitch's projections. Growth may 
get a boost from recovering business and 

investor confidence following the resignation of 
President Zuma. 
Nevertheless, fiscal targets are subject to 
substantial risks, the largest of which stems 
from state-owned enterprises, notably the 
electricity company Eskom, whose medium-term 

finances are under pressure from weak demand 
growth and the electricity regulator's refusal to 
grant more substantial tariff increases. The 
government does not foresee further capital 

injections for Eskom, and pointed to a number of 
potential measures, including private-sector 
participation, to improve its finances. But this 

approach will face significant political hurdles. 
Public-sector wage negotiations ahead of the 
expiry of the current three-year agreement 

could put pressure on expenditure. While the 

budget projects free tertiary education to be 

fully funded by the VAT increase and other 
revenue measures, costs may rise as the impact 
on student numbers is highly uncertain. The 
planned introduction of National Health 
Insurance also presents medium-term fiscal 
risks. 

There is also some uncertainty about the ability 
to reach targets for expenditure reduction, 
although the relatively tight budgeting system 
moderates this risk. 

 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Athos Larkou, 
London, Tel: +44 203 530 1549, Email: 
athos.larkou@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. 
 
 
 

Uganda 

Uganda says government borrowing to 

soar after revenue shortfall  

20-Feb-2018  
By Elias Biryabarema 

KAMPALA, Feb 20 (Reuters) - Uganda's 

government said on Tuesday its domestic 
borrowing would be around 75 percent higher 
than budgeted this year to cover wages and 
infrastructure projects after huge shortfalls in 
projected tax collections. 

In his budget speech in June, Finance Minister 
Matia Kasaija said the government would borrow 
954 billion Ugandan shillings ($263 million) in 
the financial year to June 2018. 
He said on Tuesday that figure would rise by 736 
billion shillings - potentially undermining a 
monetary easing cycle through which the central 

bank is seeking to boost credit flows to the 
private sector. 

"The purpose of this borrowing is to mitigate the 
revenue shortfalls being experienced this year," 
Kasaija said in a statement. 
"The borrowing will ensure that we meet the 
financing obligations of on-going 
infrastructure projects ... as well as other 

statutory obligations such as wages." 

Uganda is implementing infrastructure projects 
in the transport and energy sectors ahead of the 
scheduled launch of crude oil production in 
2020.  
Economic growth in the East African country has 
slowed in recent years due to weak agricultural 

output, red tape, corruption and weak private 
sector investment.  

Growth fell to 3.9 percent in the 2016/17 
financial year from 4.8 percent the year before. 
This year the central bank - which pegs the 
economy's potential growth rate at 7 percent - is 
projecting 5 percent.  

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 

  25 

The bank has been gradually cutting interest 
rates for about two years, and the benchmark 

stands at an historical low of 9 percent.  

David Bagambe, trader at Diamond Trust Bank, 
said more government borrowing was likely to 
push up yields "which is contrary to what ...(the 
central bank) is trying to achieve." 
Opposition politicians have in the past criticised 
excessive borrowing by the government of aging 

leader Yoweri Museveni and says some borrowed 
funds are lost to corruption.  
Kasaija said the extra debt issuance would not 
squeeze private sector borrowing as there was a 
large amount of liquidity in the financial 
markets. 
($1 = 3,632.0000 Ugandan shillings) 
 
(Reporting by Elias Biryabarema; Editing by George 
Obulutsa and John Stonestreet) 
(( george.obulutsa@thomsonreuters.com ; Tel: +254 
20 499 1232; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net )) 
 
 
 

 

Zambia 

Zambia's fin min says to continue 

engaging IMF on debt management  

22-Feb-2018  

LUSAKA, Feb 22 (Reuters) - Zambia will 

continue to engage the IMF on debt 
management after the international lender 
dismissed the nation's latest debt 

management plans, its finance minister said 
on Thursday. 

The IMF last week said it had rejected Zambia's 
latest borrowing plans as they risk making it 
harder for the country to sustain its debt load. It 
was the second time the IMF had rejected a 
Zambian proposal.  
In August 2017, it also turned down 

borrowing plans it said threatened debt 
sustainability.  
Finance minister Margaret Mwanakatwe said 
the government of the southern African nation 
was developing a financing profile addressing 
development aspirations without 
compromising debt sustainability. 

"Once our new strategy has been completed, I 
will be engaging the IMF to obtain their 
concurrence," Mwanakatwe said in a statement. 

Mwanakatwe said the government would 
continue to implement its economic stabiliastion 
and growth programme, whose pillars include 
debt management. 
"In this regard, we will continue to engage the 
IMF on a similar basis with respect to debt 

management," she said. 
The government had started the preparations to 

address the repayment of Eurobonds, including 
addressing the liquidity risks at the time of 
repaying or refinancing the Eurobonds, she said. 
 
(Reporting by Chris Mfula; Editing by James Macharia) 
(( chris.mfula@thomsonreuters.com ;)) 

 

GLOBAL 

 

Government debt levels to hit new 

global high this year  

22-Feb-2018  
By Marc Jones 
LONDON, Feb 22 (Reuters) - Governments 

around the world will borrow roughly $7.4 

trillion this year, credit rating firm S&P Global 
estimated on Thursday, pushing their overall 
debt total to a record level for the third year 
in a row.  

The annual forecast by S&P projected that the 
United States will make up one third of the total 

and together with Japan would account for over 
half of the $7.4 trillion. 

China is number three and expected to issue 
around $700 billion worth of debt, while Italy, 
France, and Brazil will each raise over $180 
billion. 
"The Group of Seven nations account for some 
70 percent of global borrowing and debt," the 
report said. 
"Although four eurozone sovereigns - Italy, 
France, Germany, and Spain - are among the 

top 10 borrowers, we expect that euro zone 
member sovereigns together will issue only 
40 percent of what the U.S. is likely to issue 
this year." 

In a breakdown by region, Asia-Pacific 
sovereigns are expected to borrow $2.9 trillion, 
some 40 percent of the total, mostly by Japan 
and, to a lesser extent, China and India. 
That is followed by North America at 34 percent 

and Europe at 18 percent including Russia and 
other Commonwealth of Independent States. 
Latin America meanwhile will account for less 
than 5 percent and Africa and the Middle East 
just over 3 percent. 
In terms of the overall global sovereign debt 
level, even though borrowing as a share of 

GDP has been decreasing gradually since 
2014 due to low interest rates and easier 
refinancing conditions, the headline amount is 
expected to keep climbing. 

"We project that the global sovereign 
commercial debt stock will rise during 2018 by 
over $1.1 trillion to reach an all-time high of 
$47.3 trillion by the end of this year -- up by 2.5 
percent, at projected market exchange rates," 

S&P said. 
 
(Editing by Matthew Mpoke Bigg) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 

 

 

 
 

 


