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ASIA 
 

Bahrein 

Bahrain to start investor meetings 

ahead of multi-tranche dollar bond sale  

22-Mar-2018  
DUBAI, March 22 (Reuters) - Bahrain has hired 

BNP Paribas, Citi, Gulf International Bank, 
National Bank of Bahrain and Standard 

Chartered to arrange a series of fixed income 
investor meetings ahead of a potential multi-
tranche dollar bond issue, a document from 
one of the banks showed on Thursday. 

The kingdom, rated B+ by S&P and BB- by Fitch, 
is targeting a seven-year sukuk, a 12-year 
conventional bond and/or a 30-year 
conventional bond. 
Government representatives will meet investors 

in Asia, Britain, the Middle East and the U.S. 
starting from March 23. A transaction will follow, 
subject to market conditions.  
 
(Reporting by Davide Barbuscia 
Editing by Mark Potter) 

(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
 
 

China 

Fitch Affirms China At 'A+' Outlook 

Stable  

21-Mar-2018  
March 20 (Reuters) - Fitch on China- 

Fitch affirms china at 'a+'; outlook stable. 
forecasts real GDP growth will slow to 6.5% 
in 2018 and 6.1% in 2019. 

china's ratings are supported by the strength of 
its external finances and track record of 
delivering stable growth and low inflation. 

imposition of tighter financial regulations since 
early 2017 has prompted a notable deceleration 
in credit growth. 
trade tensions with the us have clearly risen, 
posing a downside risk to our baseline outlook. 

implication for economic policy from president xi 
Jinping's consolidation of power remains 

uncertain. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
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China treasury futures rise after PBOC 

raises short-term rate  

22-Mar-2018  
SHANGHAI, March 22 (Reuters) - China's 

benchmark 10-year treasury futures rose on 
Thursday after the central bank nudged up 
short-term market interest rates. 

The price of 10-year treasury futures for June 
delivery rose as much as 0.3 percent to 93.475 
after the People's Bank of China (PBOC) raised 
its seven-day reverse repurchase rate by 5 basis 
points (bps) to 2.55 percent. [nL3N1R41KB] 

By mid-morning, June futures were up 0.23 
percent at 93.415. 
While the PBOC's move was widely 
anticipated after the Federal Reserve Bank 
lifted U.S. benchmark rates by a quarter-point 
overnight, traders said the size of the 
adjustment was at the low end of 
expectations. 

"People may have expected 10 bp or more on 

PBOC's hike," said a trader at a fund 
management company in Shanghai. 
Ken Cheung, senior FX strategist at Mizuho Bank 
in Hong Kong, said the rate rise was a 
"symbolic" one to prevent an excessive widening 
of the spread between Chinese and U.S. rates. 
"A 5 bps hike is enough because yuan 

depreciation is not a big concern. And the PBOC 

refrains from lifting the rates aggresively amid 
the regulation reform and benign inflation 
pressure." 
While futures jumped, the yield on 10-year 
Chinese treasury bonds remained stable, dipping 
just 2 bps to 3.775 percent, traders said. 

 
(Reporting by Andrew Galbraith and Winni Zhou; 
Editing by Kim Coghill) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
 
 

Georgia 

Moody's Says Georgia's Credit Profile 

Balances High Growth Against External 

Financing Vulnerability 

21-Mar-2018  

March 21 (Reuters) - MOODY'S : 

Moody's says Georgia's credit profile balances 
high growth against vulnerability to external 
financing conditions. 

Moody's says credit challenges for Georgia stem 
from low domestic savings. 
Moody's says upward pressure on Georgia's 
rating could develop, if institutional & economic 

reforms lead to higher domestic savings, lower 
external vulnerability. 
Moody's - measures to bolster resilience of 
Georgia's banking system would reduce credit 
risk and place upward pressure on Georgia's 

rating. 

Moody's says Georgia's small scale and 

preponderance of very small cos also pose 
constraints to growth potential. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 
 

Hong Kong 

S&P Says Hong Kong 'Aa+/A-1+' 

Ratings Affirmed; Outlook Stable  

20-Mar-2018  

March 20 (Reuters) -  
S&P - Hong Kong 'aa+/a-1+' ratings affirmed; 
outlook stable. 

S&P - stable outlook reflects expectations that 
Hong Kong will maintain strong credit metrics as 
well as outlook on the sar's central government, 
China. 
S&P - ratings on Hong Kong could strengthen if 

china's creditworthiness improved significantly. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
 
 

India 

India fin min official says primary 

dealers want more shorter duration 

bonds  

21-Mar-2018  

NEW DELHI, March 21 (Reuters) - Indian 

primary dealers have asked the government 
to issue more shorter-dated securities to help 
boost sagging demand in debt markets, said a 
finance ministry official on Wednesday after 
meeting with market participants about the 
country's borrowing plans. 

Demand for longer-dated debt has waned as 
yields have surged since mid-2017 on concerns 

the Reserve Bank of India will raise interest 
rates as early as this year, while state-run 
lenders have also refrained from buying debt 

after sustaining market losses. 
Indian government officials met a group of 
primary dealers on Wednesday to discuss the 
government's borrowing plans for the year 

starting in April. 
 
(Reporting by Manoj Kumar and Suvashree Dey 
Choudhury) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n
et )) 
 
 

India's Bond Houses Ask Fin Min To 

Shift FY19 Borrowing To Shorter 

Tenure  

21-Mar-2018  
By Aftab Ahmed 
NewsRise 
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NEW DELHI (Mar 21) -- India's government 

bond market makers have asked the finance 
ministry to borrow more through shorter 
tenure bonds in order to boost demand for 
government debt, a finance ministry official 
said today.  
Primary dealers told finance ministry officials in 
a meeting today that lowering the maturity of 
next year's issuance will help lower the likely 
mark-to-market losses on bond portfolios, the 

official, who wanted to be unnamed, told 
reporters.  
Primary dealers - central bank-registered 
bond houses that underwrite government 
borrowing - met finance ministry officials to 
discuss New Delhi's borrowing plan for April-
September.  

India aims to gross borrow 6.06 trillion via 

bonds in the next fiscal and it generally borrows 

60%-65% of annual target in April-September 
with debt issues dominated by the 10-year to 
14-year segment. 
Bond houses also asked the finance ministry to 
increase the limit for foreign investment in 
government bonds, a banker who attended the 

meeting, said.  
India currently caps foreign investment in its 
bonds at 5% of the outstanding debt.  
India’s benchmark bond yield has risen by over 
30 basis points in this quarter, after jumping 67 
basis points in October-December, the biggest 
quarterly gain since September 2013, leading to 

treasury losses for most banks. State-run banks, 
among the largest holders of government bonds, 
have been heavy sellers of bonds this quarter.  
 
India’s benchmark bond was at 96.72 rupees, yielding 
7.65% against 96.55 rupees at the previous close. 
- 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 States Should Issue Lower 

Duration Bonds, More FRBs  

22-Mar-2018  
By Dharam Dhutia 
NewsRise 

MUMBAI (Mar 22) -- Indian bond market 

participants have suggested state 
governments to issue lower duration bonds, 
while opting for more floating rate bonds, 
buybacks as well as switches, three traders 
said today.  

The Reserve Bank of India today met state 
government representatives and traders, which 

included banks, primary dealers, mutual funds, 
insurance companies and provident fund houses 
to discuss state borrowing for the next financial 

year. The meeting was held to discuss 
investment appetite of investors amid the rising 
yield scenario.  
“States were concerned about why they have 

not been able to get bids at lower yields,” said a 

trader who attended the meeting but didn’t wish 

to be identified. “While market participants have 

raised their concerns, which include duration and 
nature of bond supply, they have also asked the 
states to include more floating rate bonds.”  
Primary dealers that met finance ministry 
officials yesterday had suggested the 
government to borrow more through shorter 
tenure bonds, as those securities may help 

lower the likely mark-to-market losses on 
bond portfolios, according to a government 
official.  

Indian states have not been able to raise their 
targeted quantum of funds over the last 10 
auctions as investors demanded higher yields. 
States have been able to raise around 1.10 
trillion rupees in these auctions against a 

targeted 1.31 trillion rupees, according to data 
from the RBI. 
“Some states have said they will try to manage 
their income and expenditures in a better 
manner, which will give more clarity on their 
fiscal positions to market participants, while 
some states including Maharashtra were looking 

confident on revenues from the goods and 
services tax,” the trader adds.  
Indian states bonds worth over one trillion are 
scheduled to mature next fiscal, which may 
increase the supply from their end. Some 
traders peg the gross state bond supply in 4.3 
trillion rupees to 4.8 trillion rupees next year.  

The federal government is scheduled to borrow a 

gross 6.06 trillion rupees via bonds in the next 
fiscal year that starts Apr. 1.  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Debasis Basak 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Bonds Keep Gains Tracking U.S. 

Yields, Borrowing Plan Eyed  

23-Mar-2018  
By Dharam Dhutia 

NewsRise 

MUMBAI (Mar 23) -- Indian government bonds 

stayed higher in afternoon session, tracking a 
sharp fall in U.S. Treasury yields, while 
investors continued to hope New Delhi may 
take some measures to boost next fiscal 
year’s demand. 

The benchmark 7.17% bond maturing in 2028 
was trading at 97.42 rupees, yielding 7.55%, at 

1:02 p.m. in Mumbai, against 97.32 rupees and 
a 7.56% yield yesterday. The note hit an 
intraday high of 97.62 rupees, the highest level 
since Feb. 14. 
Officials of India’s federal finance ministry and 
central bank are scheduled to meet tomorrow to 

discuss the borrowing plan for the first half of 

next financial year that starts Apr. 1.  
“The sharp fall in U.S. Treasury yields is getting 
reflected in Indian bonds, but the borrowing is 
the major factor to track now,” a trader with a 

mailto:Publicdebtnet.dt@tesoro.it
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primary dealership said. “If the government opts 

for more shorter tenure securities, then the 

benchmark yield may fall below 7.50% 
comfortably.”  
U.S. Treasury prices rose with the 10-year yield 
falling to 2.80% today from 2.83% at 
yesterday's close and 2.91% on Mar. 21, after 
President Donald Trump signed a presidential 

memorandum that could impose tariffs on up to 
$60 billion of imports from China, Reuters 
reported. 
The memorandum signed by Trump will target 
Chinese goods with tariffs over what his 
administration says is misappropriation of U.S. 

intellectual property, but only after a 30-day 
consultation period that starts once a list is 
published. 
New Delhi aims to borrow 6.06 trillion rupees 
from the debt market next year to meet a 
budget deficit target of 3.2% of gross 
domestic product. It usually borrows around 
60% to 65% of the full-year borrowing in the 
first half dominated by securities maturing in 
10 years to 14 years.  

Earlier this week, primary dealers told finance 
ministry officials that they would like more 
issuance of shorter tenure bonds next year. 
There were suggestions given to increase the 
sale of floating rate bonds and hike the limit for 
foreign investment in government bonds. The 
government is working on a strategy to cool 

bond yields and will detail the same after the 

borrowing meeting, an official told NewsRise. 
Meanwhile, Fixed Income Money Market And 
Derivatives Association of India or FIMMDA is 
likely to propose changes in valuation norms for 
government bonds, according to three bankers 

told NewsRise yesterday after a conference call. 
Crude oil prices jumped more than 1% today, 
driven by Saudi Arabia’s plans for OPEC and 
Russian-led production curbs introduced in 2017 
to be extended into 2019, according to Reuters. 
The benchmark Brent crude oil contract was at 
$69.58 per barrel against $70.00 high and 

$68.91 yesterday's close. India imports 80% of 
its crude oil requirements.  
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Indonesia 

Indonesia sells 8.44 trillion rupiah in 

retail sukuk 

19-Mar-2018  
JAKARTA, March 19 (Reuters) - The Indonesian 

government on Monday sold 8.44 trillion 
rupiah ($613.19 million) of Islamic bonds to 
local retail investors to help finance its 
budget, the Finance Ministry's financing and 
risk management office said. 

The sales were slightly higher than the initially-

allotted 8.11 trillion rupiah, it said in a 

statement. It was, however, lower than the 
14.04 trillion rupiah raised in retail sukuk sales 
in March last year. 
The tradeable sukuk carry a fixed annual rate of 
5.9 percent, similar to the average rate offered 
by Islamic banks for 12-month and longer time 

deposits. 
In comparison, conventional banks offered an 
average of 6.73 percent for 12-month and 
longer time deposits, according to the financial 
regulator's data for December. 
The sukuk was sold to a total of 17,922 

Indonesians this year, the statement said. 
Since the retail sukuk was first launched in 
2009, the government has sold a total of 144.78 

trillion rupiah of the debt to nearly 250,000 
people. 
 
($1 = 13,764 rupiah) 
(Reporting by Maikel Jefriando; Additional reporting 
and writing by Fransiska Nangoy; Editing by Sunil 
Nair) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 

2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Indonesia sells 8.903 trln rupiah of 

Islamic bonds, mostly with higher 

yields  

20-Mar-2018  
JAKARTA, March 20 (Reuters) - Indonesia's 

finance ministry sold 8.903 trillion rupiah 
($647.73 million) of Islamic bonds at an 
auction on Tuesday, above the indicative 
target of 8 trillion rupiah, its financing and 
risk management office said. 

The weighted average yield for Islamic T-bills 

maturing in September 2018 was 4.29688 
percent, higher than the 4.28669 percent yield 
at the precious auction on March 6. 
The project-based sukuk maturing in March 
2020 had a weighted average yield of 6.06502 
percent, up from 5.97455 percent at the last 
auction. 

The sukuk maturing in January 2022 had a 
weighted average yield of 6.35911 percent, up 
from the previous auction's 6.26716 percent. 
The weighted average yield for the project-
based sukuk maturing in October 2025 was 
6.81823 percent, also up from the last auction's 
6.71260 percent. 

The sukuk maturing in February 2037 had a 
weighted average yield of 7.70952 percent, 
higher than previous auction yield of 7.65006 
percent. 
There were no winning bids for the sukuk 
maturing in November 2031. 

Total incoming bids on Tuesday were 13.06 

trillion rupiah, up from 8.62 trillion rupiah in the 
previous auction. 
The highest bid-to-cover ratio was 5.39 for the 
sukuk maturing in February 2037. 
 
($1 = 13,745 rupiah) 
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(Reporting by Nilufar Rizki 
Editing by Sunil Nair) 
(( nilufar.rizki@thomsonreuters.com ;( +6221 2992 
7611)  
(Reuters Messaging: 

nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Lebanon 

Lebanon central bank: IMF criticism 

valid, but budget a good start  

19-Mar-2018  
Removes 'percentage' from reference to growth 
projection 
•Central Bank head says donor cash can give 
sharp boost to economy 
•Says FX reserves at more than $43 bln  
•Says aims to pull back from "non-

conventional" activities 

By Lisa Barrington 
BEIRUT, March 16 (Reuters) - IMF criticism of 

Lebanon's public finances is valid, but the 
country's draft 2018 budget sends a good 
signal as it seeks to cut one of the world's 
highest debt-to-GDP ratios from above 150 
percent, the head of its central bank said. 

Riad Salameh also said in an interview with 

Reuters on Friday that economic growth could be 
boosted by 1 point for every $1 billion of donor 
funding that the government secures and 
spends. 

To help stimulate its battered economy, Lebanon 
is seeking up to $16 billion for infrastructure 
investment from investors and donors who hope 

to ward off more Middle East instability, in a 
country that hosts more than 1 million Syrian 
refugees. 
Growth and state revenues have been low for 
years, undermined by war in neighbouring Syria 
and domestic political inertia.  
The central bank is due to publish its official 

2018 growth outlook in July, and Salameh said a 
rate of between 2.5 and 3 percent was a 
"conservative" target.  
That excluded the potential impact of the $16 

billion capital investment plan, for which 
fundraising will begin with an April 6 donor 

conference in Paris.  
"If we start seeing projects being executed ... 
we can estimate that for every $1 billion spent 
we can increase growth by 1 percent," Salameh 
said. 
The International Monetary Fund, which 
expects 2017-2018 growth of around 1-1.5 
percent, said last month that Lebanon's debt 

trajectory was unsustainable and fiscal and 
structural reforms were urgently needed. 

Salameh described the IMF report as "realistic". 
UNDER PRESSURE 
Lebanon's parliament is under pressure to 
approve the budget before the Paris 
conference, which it is expected to do.  

The draft, with a deficit matching last year's at 
7.3 trillion Lebanese pounds ($4.8 billion), 

demonstrated a "serious effort" to address 
concerns and sent "a good signal to the 

markets," Salameh said. 

The gap could be cut further with the help of 

structural reforms, but these were unlikely until 
after parliamentary elections on May 6. 
On Thursday Lebanon agreed its first two deals 
with the European Bank for Reconstruction and 
Development, which focuses on private sector-
led development. 

Salameh said the government's embrace of the 
private sector was a positive turn and "a good 
sign for the creation of employment and 
decreasing corruption".  
"We consider it a major reform in a trend where 
the size of the government in the economy has 

been increasing year on year." 
With growth low, Lebanon relies on deposit 
inflows to local banks from its large diaspora to 

fund the government and maintain central bank 
defences. 
STEPPING BACK? 
In the absence of effective political 
leadership, the central bank has for years 

quietly steered policy, using stimulus 
packages and what the IMF termed 
"unconventional" financial engineering to 
keep foreign reserves stable and growth 
ticking over. 

This year, with the likely passing of the budget, 
a growing political consensus on reform and a 
date set for the country's first parliamentary 
elections since 2009, Salmeh said the central 

bank hoped to scale back its role.  

"We aim at reducing the size of our balance 
sheet by reducing our involvement in non-
conventional activities as a central bank." 
He said the central bank planned no new 
financial operations to raise reserves, which 

briefly fell in November during a political crisis 
when the prime minister offered his resignation 
in a broadcast from Saudi Arabia, straining the 
Lebanese pound's peg to the dollar and causing 
some financial outflows.  
Salameh said Lebanon had "recovered and 
exceeded" what it lost then, with foreign assets 

excluding gold at more than $43 billion. 
"Confidence in the financial sector of Lebanon 
remains solid," he said, noting that the draft 

budget contained a provision for the central 
bank to exchange Lebanese pounds for 
government-issued eurobonds. 
The November political crisis caused local 

currency interest rates to rise by around 2 
percentage points.  
Salameh said he did not intend to change rates 
for the time being as there was equilibrium in 
the market, but that could change.  
There were challenges related to regional 

stability "and how to meet higher interest rates 
that are starting to happen worldwide and higher 
oil prices, as Lebanon is an importer of oil," he 
said. 

 
(Reporting by Lisa Barrington; editing by John 
Stonestreet) 
(( lisa.barrington@thomsonreuters.com ; +961(0) 
1954456; )) 
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Lebanon central bank to lift fx reserves 

to bolster confidence in pound 

20-Mar-2018  
BEIRUT, March 20 (Reuters) - Lebanon's 

central bank will continue to increase its 
foreign currency reserves to strengthen 
confidence in the Lebanese pound, central 
bank governor Riad Salameh said on Tuesday. 

Forex reserves at the central bank fell late last 
year during a political crisis over the sudden 
resignation of Prime Minister Saad al-Hariri - 
which he later rescinded - while on a trip to 
Saudi Arabia. 

A central bank needs forex reserves to protect 
the exchange rate of its own currency and also 

to ensure the country can finance its external 
debt. 
Salameh said the average term of deposits in 
pounds had gone from 40 to 120 days, reflecting 

confidence in the Lebanese pound, which has 
been pegged against the U.S. dollar at its 
current level since 1997. 
"Banque du Liban will continue to strengthen 
its assets in foreign currencies to strengthen 
confidence in the Lebanese pound," Salameh 
said in a conference in Beirut, adding that 
foreign currency reserves were above $43 
billion. 

The reserves climbed by $1.4 billion in the first 

two months of this year, helped by higher 

Lebanese pound interest rates. 
Salameh said earlier this month that the 2 
percentage point increase in interest rates in 
November had been enough to iron out market 
imbalances, and the interest rate outlook was 

stable. 
 
(Reporting by Ellen Francis/Tom Perry 
Editing by Hugh Lawson) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
 
 

Lebanon plans bond issue to unlock 

infrastructure funding  

22-Mar-2018  
By Lisa Barrington and Tom Perry 
BEIRUT, March 22 (Reuters) - The Lebanese 

government will raise $700 million soon by 
issuing special bonds that will help it unlock a 
further $4 billion of international funding for 
infrastructure projects to boost the economy 

in the second half of the year, a top official 
said on Thursday. 

Nadim Munla, senior adviser to Prime Minister 
Saad al-Hariri, said the local funding needs to be 
raised to release financing for 40 projects 
supported by the European Investment Bank, 
the World Bank and other institutions. 
Heavily indebted Lebanon, which in 2017 passed 

its first budget in 12 years, has suffered from 
years of political deadlock that has hit growth 
and held up big decisions such as the long-
pending move to raise the $700 million. 
Unlocking the $4 billion in funding will help 

Lebanon's economy while it negotiates with 

institutions over a separate capital investment 

programme to be presented to donors at an 
April 6 conference in Paris, Munla said. 
Asked how soon the Lebanese economy would 
feel the benefit of the Paris "Cedre" conference - 
the centrepiece of government plans to revive 
the sluggish economy - Munla said "we are 

expecting a lead time of about 18 months". 
"But the impact on the economy will be felt 
before that simply because there is in the 
pipeline 40 projects - and the amount is about 
$4 billion - that will start and this pipeline is 
going to jump-start the economy starting 2018, 

second half." 
"We need $700 million local funding and there 
has been an agreement between the central 

bank, the Ministry of Finance, and the prime 
minister to issue special bonds for that," he said. 
"I would assume most probably before (May 6) 
elections most probably - after the approval of 

the budget - I think this will be the main agenda 
item."  
The government approved its draft 2018 
budget earlier this month. Parliament has yet 
to approve it but officials have said they hope 
to pass it before the Paris conference to show 
donors that Lebanon is serious about reform 
and fiscal discipline. 

PARIS 
Lebanon has one of the highest debt-to-GDP 
ratios in the world at about 150 percent. 
Growth has been low for years, undermined 
by war in neighbouring Syria and political 
tensions. The International Monetary Fund 
(IMF) has long urged reform. 

Lebanon this week finalised the $16 billion 
capital investment plan it will present in Paris. 
Phase one requires around $10 billion, Munla 
said.  

"We believe that 30-35 percent of the (phase 
one) money needed will come from the private 
sector, so this leaves us with about a $6.5 
billion-$7 billion funding gap," Munla said. 
In Paris, Beirut hopes to raise $1 billion in 
grants, more than a third of which will come 

from Arab countries. The four main Arab donors 

will "be Saudi Arabia, the Emirates, Qatar and 
Kuwait", Munla said. 
The $1 billion in grants will, through the World 
Bank's Global Concessional Financing Facility, 
allow Lebanon to borrow up to $4 billion on 
favourable terms, he said.  

The remaining few billion dollars could come 
from the European Union's Neighbourhood 
Investment Facility over the next eight years. 
"On a bilateral basis, Arab countries, Germany 
and Japan have promised they will do something 
to fund some of the projects included in the 
programme," he added. 

By raising this money Lebanon wants to kick-
start the economy as a catalyst for sustainable 

private sector growth. 
"For 10 years from today, every year the 
government is going to spend about $1.5 billion. 
That alone is going to create its own economic 

cycle, but that's not enough. We all know that 
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investment in infrastructure does not create 

sustainable growth. Obviously the private sector 

has to kick in," he said. 
"Provided the overall political situation around us 
improves, obviously." 
The Paris conference is expected to agree a 
long-term mechanism to ensure international 
commitments are met, but also to make sure 
that Lebanon follows through on reforms. 

"I believe ... you are going to see a different 
way of doing business in Lebanon," he said. 
 
(Reporting by Lisa Barrington and Tom Perry 
Editing by Hugh Lawson) 
(( lisa.barrington@thomsonreuters.com ; +961(0) 
1954456; )) 
 
 

Malaysia 

Malaysia's debt-to-GDP ratio runs high 

among A-rated sovereigns  

21-Mar-2018  
KUALA LUMPUR, March 21 (Reuters) - 
Malaysia's government debt to gross domestic 
product ratio of 51 percent is "quite high" 
compared with other countries with an "A" 
sovereign credit rating, Moody's Investors 
Service said. 

The high debt, however, was largely 
denominated in ringgit, mitigating external risks 

to the Southeast Asian nation. 
"Just to put things into perspective, Malaysia's 

government debt-to-GDP is about 51 percent 
and the median for A-rated sovereigns is 41 
percent," Moody's sovereign risk analyst 
Anushka Shah said. 
Moody's, which affirmed the Malaysia's local 
and foreign currency issuer and senior 
unsecured bond ratings at A3 in December 
last year, maintained that rating. 
Shah said that with most of the government 
debt denominated in the local currency, Malaysia 
was insulated from global economic events to 
some extent. 
"When you look at the debt profile, we find that 

almost all the debt - about 97 percent - is 
funded in the local currency and that acts as a 

mitigating factor in the event there is a currency 
or interest rate shock," she told a media briefing 
on Wednesday. 
Possible risks to Malaysia cited by Moody's 
include a slowdown or stall in economic 
growth, if the government debt burden 
continues to rise at a rapid pace or any 
external shocks that could weaken the ringgit. 

Although Malaysia's foreign reserves have grown 

in the past few years, serving as a buffer for 
external vulnerability and volatility, Moody's 
noted that maturing debt obligations have 
surpassed reserves. 

"Malaysia indicates to us that maturing debt 
obligations are larger than the stock of reserves 

simply because of certain peculiarities in the 
external debt profile," Shah said. 
"You have a large component of short term 

external debt and that means debt obligations 

each year are larger than the stock of reserves. 

So that's a vulnerability that we take into 
account when we look at Malaysia's profile," she 
said. 
On risks arising from bonds issued by 1Malaysia 
Development Bhd (1MDB), a financial scandal-
hit government investment firm, Shah said the 

credit rating agency did not view it as a threat to 
Malaysia's sovereign fiscal strength as a debt 
consolidation plan has proceeded as normal. 
1MDB is at the center of money-laundering 
probes in at least six countries, including the 
United States, Switzerland and Singapore. 

Civil lawsuits filed by the DOJ in the past two 
years indicated that a total of $4.5 billion was 
misappropriated from 1MDB by high-level 

officials of the fund and their associates. 
She said Moody's looked at the stock of 
guaranteed debt and the implications that that 
could have for the sovereign. 

"As of now there is one (5.3 billion ringgit) bond 
outstanding by 1MDB that is guaranteed by the 
government and another bond with a letter of 
support from the government that is about 
$1.75 billion, so those are the risks we take into 
consideration but at this point the probability of 
debt crystallization is low," she said.  

 
(Reporting by Liz Lee; Editing by Kim Coghill) 
(( liz.lee@thomsonreuters.com ; +60323338039; 
Reuters Messaging: 
liz.lee.thomsonreuters.com@reuters.net )) 
 
 

Mongolia 

Mongolian central bank rejects interest 

rate cap as austerity bites  

20-Mar-2018 11:09:42 
Corrects to show mortgage subsidies began in 
2013, not 2012 

ULAANBAATAR, March 20 (Reuters) - Mongolia's 

central bank has rejected lawmakers' 
proposals to cap or cut interest rates, 
currently among the world's highest, as rifts 
deepen over an economic rescue package 
agreed with the International Monetary Fund 
(IMF) last year. 

As parliament discusses a bill to prevent interest 
rates on commercial bank loans from exceeding 
18 percent, Bank of Mongolia president 

Bayartsaikhan Nadmid proposed an alternative 
strategy during a forum on Tuesday.  
"The central bank supports the strategy to 
decrease interest rates by enabling a 
macroeconomic environment for it, not by force 
or control," he said.  
Mongolia secured a $5.5 billion bailout with 
the IMF last May after an economic crisis left 
the landlocked Asian nation struggling to pay 
off its debts and sent its currency, the tugrik, 
into a tailspin. 

The terms of the deal forced the government to 
raise taxes and cut spending, and also urged 
Mongolia to strengthen the independence of its 
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banking system and make it less vulnerable to 

political interference.  

Most of the austerity measures have been 
enacted by the ruling Mongolian People's Party, 
but opposition politicians have expressed 
concern about the economic impact of high 
interest rates and are seeking powers to force 
banks to make cuts. 
Mongolia has some of the world's highest 
interest rates, averaging 19.4 percent in 
January, according to the central bank. The 
high rates have reduced economic activity and 
discouraged small businesses, analysts say.  

Inflation currently stands at 6.9 percent, 
according to the Bank of Mongolia, below an 8 
percent target.  
Mongolia began subsidising mortgages in 2013 

allowing homes to be bought at a rate of 8 
percent. According to the Mongolian Mortgage 
Corporation, which manages the portfolio, total 
outstanding mortgages as of December 2016 
stood at around 4 trillion tugrik ($1.67 billion). 
However, the IMF has discouraged the central 

bank from participating in programmes it 
describes as "quasi-fiscal activity".  
Demberel Sambuu, a former legislator and head 
of an economic think tank, said demand for 
lower interest rates has been on the rise in 
recent years, but forcing banks to comply was 
not the solution.  

"Fixing the maximum rates on loan interest 
would be an inefficient way," he said. 

 
($1 = 2,398 tugrik) 
(Reporting by Munkhchimeg Davaasharav and 
Terrence Edwards  
Editing by David Stanway and Sam Holmes) 
(( david.stanway@thomsonreuters.com ; +86 21 6104 
1799; Reuters Messaging: 
david.stanway.thomsonreuters.com@reuters.net )) 
 
 

Philippines 

Philippines sells first SE Asian 

sovereign Panda bond issue  

20-Mar-2018  

By Ina Zhou 
HONG KONG, March 20 (IFR) - The Republic of 

the Philippines, rated Baa2/BBB/BBB, has 
become the first South-East Asian sovereign 
to tap China's Panda bond market. 

The sovereign priced debut 1.46 billion yuan 
($230 million) three-year Panda bonds at par to 
yield 5.0 percent in China's interbank market, 

hitting the low end of indicative guidance of 5.0-
5.6 percent, according to market sources. 
Strong interest from offshore investors 
enabled the issuer to tighten the pricing to 
just about 35 basis points over China 
Development Bank's three-year notes, they 
said. 

The notes were also available under Bond 
Connect, which gives international investors 

direct access to China’s domestic market from 
Hong Kong.  

The offering was 6.3 times covered with offshore 

investors taking 80 percent of the notes.  

Proceeds will be remitted offshore as part of the 
Philippines' international reserves. The proceeds, 
when converted to pesos, can be used for 
budget spending and to support Belt and Road 
projects, according to the bond prospectus. 
The deal came after investor presentations last 

week, with a Philippine delegation led by 
National Treasurer Rosalia de Leon and Bangko 
Sentral ng Pilipinas Deputy Governor Diwa 
Guinigundo meeting potential investors in 
Singapore, Hong Kong, and mainland China. 
The sovereign had started preparing the 
ground for the offering much earlier. In late 

September, Philippine officials visited China to 
pitch a planned offering of Panda bonds and 
to discuss investment opportunities in their 
country’s infrastructure projects.  

In November, the Philippines signed an 
agreement with Bank of China on the Panda 
bond offering during Chinese Premier Li 
Keqiang’s visit to Manila.  
In February, the sovereign received approval 

from the People’s Bank of China and the National 
Association of Financial Market Institutional 
Investors. 
The Philippines' deal was the second sovereign 
Panda bond this year and the fifth sovereign 
Panda issue after those of Sharjah, South Korea, 

Poland and Hungary.  
Bank of China was lead underwriter on the 

offering with Standard Chartered Bank (China) 
as joint lead underwriter. 
The Philippines and the notes have AAA ratings 
from China Lianhe Credit. 
 
(Reporting by Ina Zhou; Editing by Vincent Baby and 
Daniel Stanton) 
(( Ina.Zhou@thomsonreuters.com ; +852 29126674; 
Reuters Messaging: 
ina.zhou.thomsonreuters.com@reuters.net )) 
 
 

Philippines rewrites Panda playbook  

23-Mar-2018  
•Bonds: Sovereign surprises with very tight 
pricing as offshore buyers dominate 

By Ina Zhou 
HONG KONG, March 23 (IFR) - The Republic of 

the Philippines shook up the Panda bond 
market with an exceptionally tight debut that 
underscored the growing role of overseas 
investors in onshore renminbi financings.  

The Baa2/BBB/BBB rated sovereign priced the 
Rmb1.46bn (US$230m) 5.0% three-year notes 

in China's interbank market at the low end of 
5.0%–5.6% indicative guidance. 
In a first for the Panda market, most of the 
bonds went to overseas buyers, helping the 
Philippines smash through pricing expectations 
and leaving other issuers scrambling to 

understand the achievement. Offshore investors 

took an auspicious 88% of the notes.  
Final pricing represented a spread of only about 
35bp over the three-year notes of China 
Development Bank, rated Aa3/AA– 
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(Moody’s/S&P), and no premium at all over the 

Rmb10bn three-year issue of Central Huijin, a 

unit of sovereign wealth fund China Investment 
Corp, also priced at 5% last week. 
Of the five sovereign Panda bond issuers so far, 
only South Korea (Aa2/AA/AA-), rated five to six 
notches higher than the Philippines, has priced 
at a tighter spread over CDB.  

Less than two months ago, the government of 
the Emirate of Sharjah, rated A3/BBB+ 
(Moody's/S&P), offered a 103bp premium over 
CDB for its Rmb2bn three-year Panda at 5.80%. 
The other two sovereign issuers, Poland 
(A2/BBB+/A–) and Hungary (Baa3/BBB–/BBB–), 

paid 60bp and 83bp over CDB, respectively. 
HOME SUPPORT 
The stunning pricing was the result of 
overwhelming offshore demand via the Bond 
Connect link, which gives international 
investors direct access to China’s domestic 
market from Hong Kong. 

Sovereign wealth funds and Philippine banks 
contributed significantly to the offshore bid, 

according to market sources. 
"It is likely that Philippines banks supported the 
sovereign deal, just like Chinese banks back 
their sovereign deals," said a DCM banker away 
from the deal. 
Orders came in much stronger than expected 
after books opened last Tuesday, according to 

sources familiar with the matter.  
"The issuer was confident about demand, 

following the roadshow the previous week. Still, 
the momentum of the bookbuilding far exceeded 
our expectations," said one of the sources. 
The offering was 6.3 times covered with 
Rmb9.2bn of orders, the biggest book and the 

largest oversubscription of any of the sovereign 
Pandas to date. 
The final allocation to Chinese onshore investors 
was just over 10%. Onshore bids made up half 
of the total order book, but most of them were 
outpriced by offshore accounts, sources said. 

Further distribution statistics were not available. 
"The Philippines is a frequent issuer in the 
international market and it hadn't issued 
offshore bonds with tenors of less than 10 
years. So, its first three-year offering found 
demand among offshore investors," said a 
banker on the deal. 

The Panda bonds even managed to priced inside 
the Philippines' US dollar curve. The 5.0% yield 
swapped to a hypothetical 3.0% yield in US 

dollars, according to traders, while the 
sovereign's US dollar 4.0% 2021s were bid at 
3.15% last Tuesday. 
The achievement caused some soul-searching 
among some participants in previous sovereign 
Panda bonds, who were scrambling to explain 

why their deals had paid a higher spread.  
The DCM banker away from the deal said he was 
drafting a report to clients "hopefully in a tactful 

way". 
Bankers on the deal said the offering 
demonstrated the importance of offshore 
support at a time when China’s onshore bond 

market held little pricing advantage for foreign 

Panda bond issuers. 

"The deal shows that reaching out to offshore 

orders was a good idea for Panda bonds, which 
we did not think about before," said another 
Beijing-based DCM banker away from the deal. 
Despite cheaper funding in the offshore renminbi 
debt market, potential sovereign issuers would 
stick with the Panda bond market, bankers said.  

"Panda bonds have a much better marketing 
effect for sovereign issuers, whose primary goal 
is to build/enhance relations with the Chinese 
government," said a banker.  
Like other recent Panda issuers, the Philippines 
also made a play on the Belt and Road theme. 

The prospectus said proceeds would be remitted 
offshore as part of the country's international 
reserves. Some of the funds may be converted 

to pesos to fund budget expenditures and to 
support Belt and Road projects. 
METICULOUS PLANNING 
The sovereign had started preparing the 
ground for the offering very early. In late 

September, Philippine officials visited China to 
deliver a first pitch and to discuss investment 
opportunities in domestic infrastructure 
projects.  

In November, the country signed an agreement 
with Bank of China for the Panda bond offering 
during Chinese Premier Li Keqiang’s visit to 
Manila.  

In February, the sovereign received approval 
from the People’s Bank of China and the National 

Association of Financial Market Institutional 
Investors. 
Then, a week before the deal, a Philippine 
delegation, led by National Treasurer Rosalia de 
Leon and Bangko Sentral ng Pilipinas Deputy 

Governor Diwa Guinigundo, met potential 
investors in Singapore, Hong Kong and mainland 
China.  
Bank of China was lead underwriter on the 
offering with Standard Chartered Bank (China) 
as joint lead underwriter. 
The Philippines and the notes have AAA ratings 

from China Lianhe Credit. 
 
(This story will appear in the March 24 issue of IFR 
Asia magazine. Reporting by Ina Zhou; Editing by 
Steve Garton) 
(( Ina.Zhou@thomsonreuters.com ; +852 29126674; 
Reuters Messaging: 
ina.zhou.thomsonreuters.com@reuters.net )) 
 
 

Saudi Arabia 

Saudi finance ministry sells 4.9 bln 

riyals of domestic sukuk  

20-Mar-2018  
DUBAI, March 20 (Reuters) - Saudi Arabia's 

government sold 4.85 billion riyals ($1.29 
billion) of domestic sukuk in a monthly sale by 
re-opening an issue originally made in 
January, the Ministry of Finance said on 
Tuesday. 

The ministry sold 2.60 billion riyals of five-year 
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sukuk, 1.85 billion riyals of seven-year and 0.40 

billion riyals of 10-year. 

Last month, the ministry sold 7.22 billion riyals 
of domestic sukuk. 
 
($1 = 3.7500 riyals) 
(Reporting by Katie Paul 
Editing by Hugh Lawson) 
(( Katie.Paul@thomsonreuters.com ;)) 
 
 

Thailand 

Thailand sets source bonds for 

exchange tender  

21-Mar-2018  

SINGAPORE, March 21 (IFR) - Thailand's Public 

Debt Management Office has identified three 
batches of government bonds that investors 
can opt to switch to longer-dated notes under 
its latest liability-management exercise. 

Series LB191A, LB196A and LB206A, the source 
bonds, can be exchanged for destination bonds 
with longer maturities. The LB191A series will 

mature in eight months, while the LB196A series 
will mature in one year and three months and 
the LB206A series will be due in two years and 
three months. 
The PDMO, a unit of Thailand’s Ministry of 
Finance, will provide details next week on the 
destination bonds. 
Thailand uses the bond-switching programme 
as one instrument to manage its liabilities and 
enhance management of the government debt 
portfolio.  

This is the PDMO’s fifth exercise, which follows a 
highly successful one last year, when the 
government achieved its target of refinancing 
Bt90bn of short-term bonds in a single multiple-

to-multiple exercise instead of two, as originally 
planned. Prior to 2017, bond switches involved a 
single source bond into multiple destination 
bonds.  
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. 
Bangkok Bank, Kasikornbank, Krungthai Bank 
and Standard Chartered Bank Thai are joint lead 
managers for the latest bond- switching 
transaction. 
 
(Reporting by Kit Yin Boey 
Editing by Dharsan Singh) 
(( kityin.boey@thomsonreuters.com ; +65 64174549; 
Reuters Messaging: 
kityin.boey.thomsonreuters.com@reuters.net )) 
 

EUROPE 

 

Albania 

Albania sells 9.2 bln leks (70.1 mln 

euro) of 1-yr T-bills  

21-Mar-2018  
TIRANA (Albania), March 21 (SeeNews) – 
Albania raised 9.2 billion leks ($86.4 
million/70.1 million euro) at an auction of 
one-year Treasury bills on Tuesday, on target, 
finance ministry data shows. 

The average weighted yield on the government 
securities edged down to 2.47% from 2.55% at 
the previous auction of one-year Treasury bills 

held on March 6, according to auction data 
posted on the website of the finance ministry. 

 
(1 euro = 129.736 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bosnia 

Bosnia's govt guarantees 10 mln euro 

EBRD loan to Serb Republic road 

company 

21-Mar-2018 14:41:14 

SARAJEVO (Bosnia and Herzegovina), March 21 

(SeeNews) – Bosnia's government said it is 

issuing a guarantee to road company 
Autoputevi Republike Srpske for an additional 
10 million euro ($12.3 million) loan from the 
European Bank for Reconstruction and 
Development (EBRD). 

Autoputevi Republike Srpske, the road company 
of Bosnia's Serb republic entity, intends to use 
the proceeds of the additional loan towards the 

cost of construction of the Banja Luka-Doboj 
motorway. 
This is the second amendment to the loan 
agreement which Autoputevi Republike Srpske 
signed with the EBRD in 2012, as the company 

seeks additional funds to complete the 

motorway, Bosnia's Council of Ministers said in a 
statement following a session on Tuesday. 
The new loan will also be guaranteed by the 
Serb Republic, one of the two constituent 
entities of Bosnia and Herzegovina. The other is 
the Federation. 
 
($=0.814370 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bosnian govt endorses 36 mln euro 

loan deal with Kuwait  

21-Mar-2018  

SARAJEVO (Bosnia and Herzegovina), March 21 
(SeeNews) – Bosnia's government said it has 

backed a 36 million euro ($44.2 million) loan 
deal with the Kuwait Fund for Arab Economic 
Development (KFAED) intended to finance 
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works on a section of EU transport Corridor Vc 
in the country. 

The proceeds of the loan will be used by the 

authorities of Bosnia's Federation entity to 
finance the construction of the Nemila – Donja 
Gracanica subsection of Corridor Vc, Bosnia's 
Council of Ministers said in a statement following 
a session on Tuesday. 
The loan repayment period is 20 years, with five 

years of grace. 
The draft loan deal has now been submitted to 
Bosnia's collective Presidency for approval. 
Corridor Vc connects the port of Ploce in Croatia 
with Hungarian capital Budapest via Bosnia. 
The Federation is one of the two autonomous 

entities that form Bosnia and Herzegovina. The 
other one is the Serb Republic. 

 
($=0.814370 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bosnia's govt approves 50 mln loan 

deal with EIB for works on Corridor Vc 

section  

21-Mar-2018  
SARAJEVO (Bosnia and Herzegovina), March 21 
(SeeNews) – Bosnia's government said it has 

approved a draft agreement with the 
European Investment Bank (EIB) for a 50 
million euro ($61.4 million) loan intended to 
finance construction works on a section of 
European transport Corridor Vc. 

The proceeds of the loan will be used towards 
the cost of construction of a new 2.8 km long 
section of Corridor Vc, including a 2.4 km long 
tunnel, between Ponirak and Vraca in the central 

part of Bosnia and Herzegovina, the Council of 
Ministers said in a statement following a session 
on Tuesday. 
The draft loan agreement has been sent to 
Bosnia's collective Presidency for approval. 
The section is located in the Zenica-Doboj 

Canton. Pan-European Corridor Vc connects the 
port of Ploce in Croatia with Hungarian capital 
Budapest via Bosnia. 

The loan repayment period is 25 years, including 
a six year grace, and will be allocated to 
Bosnia's Federation, one of the two entities that 
form Bosnia and Herzegovina. 

The total estimated cost of the project is 101 
million euro, to be financed with the EIB loan of 
50 million euro, a 26 million euro loan from the 
EBRD, an investment grant from WBIF in the 
amount of 15.9 million euro, while the 
Federation and its road company Autoceste will 
contribute 9.1 million euro of their own funds. 

 
($=0.814370 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bulgaria 

Bulgaria posts 0.3 pct/GDP current 

account deficit in January  

21-Mar-2018  

SOFIA, March 21 (Reuters) - Bulgaria posted a 

current account deficit of 0.3 percent of gross 
domestic product in the first month of 2018, 
compared with a deficit of 0.1 percent a year 
earlier, central bank data showed on 
Wednesday. 

The deficit stood at 139.6 million euros ($171.40 

million) in January on an annual basis from 42.7 
million euros in the first month of 2017 mainly 
due to an increase in exports 
Foreign direct investment, much needed to 
boost sustainable growth in the Black Sea state, 
was 158.8 million euros through January, 
compared with 96.5 million in January 2017. 

The finance ministry sees the current account 

posting a surplus of 4.4 percent of GDP in 2018, 
after 3.9 percent surplus in 2017. 
 
($1 = 0.8145 euros) 
(Reporting by Angel Krasimirov) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510) ) 
 
 

Croatia 

Croatia to offer 550 mln HRK in T-bills 

next week  

22-Mar-2018  

ZAGREB, March 22 (Reuters) - After a two-

week gap Croatia will hold a treasury bills 
auction next week, offering 550 million kuna 
($91.04 million) in one-year bills, the Finance 
Ministry said on Thursday. 

The auction will be held on March 27. 
The ministry also sometimes sells bills of three-
month and six-month maturities as well as those 

denominated in euros. 
At the previous auction the issuance fell short of 
the target. The yield was quoted at 0.09 percent 
The benchmark overnight rate on the local 
money market was quoted at 0.30 percent on 
Thursday, and the one-year rate at 0.54 

percent. Daily market rates change at 0900 
GMT. 
 
($1 = 6.0411 kuna) 
eporting by Igor Ilic; Editing by Jon Boyle) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Czech Republic 

Czech Central Bank's Tomsik: no 

reason for hike before around end-year  

21-Mar-2018  

PRAGUE, March 21 (Reuters) - Czech National 

Bank Vice-Governor Vladimir Tomsik sees no 
reason for a rate hike before around the end 
of this year as the domestic economy is 
growing in line with CNB's forecast, he was 
quoted as saying in an interview on 
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Wednesday.  

In the interview, Tomsik also told Bloomberg 

news agency there could be "swifter" policy 

tightening in 2019, though his final term on the 
bank's board expires in December this year. 
"If our forecast continues to materialize as is 
happening now, then it might be possible that I 
will not vote on another rate increase by the end 

of my mandate," Tomsik said. 
"It's clear that the ECB will continue with its 
loose monetary policy for some time. This is 
creating appreciation pressure on the crown, and 
that's effectively slowing the pace of our 
interest-rate increases," he said. 
The Czech central bank has raised its key two-

week repo rate to 0.75 percent in three moves 
since last August, one of the few in Europe who 

have been tightening policy. 
 
(Reporting by Robert Muller) 
(( robert.muller@thomsonreuters.com ; 
+420224190475; Reuters Messaging: 
robert.muller.thomsonreuters.com@reuters.net )) 
 
 

Poland 

Polish central banker says next rate 

move might be a cut  

22-Mar-2018  

By Marcin Goettig 

WARSAW, March 22 (Reuters) - The Polish 

central bank's next move in interest rates 
might be a cut, central banker Jerzy Zyzynski 
said, adding there was currently no reason to 
change the level of interest rates. 

Zyzynski's comments reflect the stance of 
central bank Governor Adam Glapinski and 

support expectations that interest rates in 
Poland will remain unchanged in the coming 
quarters. 
Glapinski said earlier in March that he saw no 
reason to raise rates until the end of 2020, given 
current forecasts, and also suggested the next 
move might be a rate cut.  

"I agree with Glapinski," Zyzynski said in 

comments authorised for release on Thursday. "I 
think that we have no reasons to change interest 
rates because the economy is stable and it is 
growing." 
Asked if the next rate move would be a cut, 

Zyzynski said, "I do not exclude this". 
Derivatives markets are pricing in stable rates 
this year and about 40 basis points of monetary 
tightening until the end of 2019.  
The central bank has kept its main rate at 1.50 
percent since a 50-basis-point cut in March 
2015. 

"The central bank can tighten policy only if there 
is excessive pressure from (the expansion of) 

credit, which is not the case now," Zyzynski also 
said. 
The central bank targets inflation at 2.5 percent 
with a target band of 1.5 to 3.5 percent. It fell 
more than expected to 1.4 percent year-on-year 

in February, its lowest level in more than a year. 

 
(Reporting by Marcin Goettig, editing by Larry King) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Romania 

Romania sells 473 mln lei (120 mln 

euro) of 2024 T-notes, yield falls  

19-Mar-2018  
BUCHAREST (Romania), March 19 (SeeNews) - 
Romania's finance ministry on Monday sold 
above target 473 million lei ($125 million/103 
million euro) of Treasury notes maturing on 
April 29, 2024, central bank data showed. 

The average accepted yield was 4.20%, down 

from 4.35% achieved at the previous auction of 
government securities of the same issue held in 
February, the data indicated. 
Demand for the T-notes, which carry an annual 
coupon of 3.25%, fell to 576 million lei from 
653.7 million lei in the February auction. 

The issue will be reopened on Tuesday when the 
finance ministry hopes to raise 60 million lei in a 
non-competitive tender. 
Romania's finance ministry plans to auction 3.95 
billion lei worth of government securities, 
including 450 million lei in non-competitive 
offers in March. 

 
(1 euro=4.6650 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Romania rejects all bids for 400 mln lei 

(86 mln euro) of 2019 T-notes  

22-Mar-2018  
BUCHAREST (Romania), March 22 (SeeNews) - 
Romania's finance ministry rejected on 
Thursday all bids in an auction of 400 million 
lei ($106 million/ 86 million euro) worth of 
Treasury notes due June 24, 2019, central 
bank data showed. 

Demand in the auction totalled at 855.6 million 

lei. The issue will be reopened on Friday when 
the finance ministry hopes to raise 60 million lei 
in a non-competitive tender. 
The finance ministry rejected all bids at the last 
auction of Treasury notes from the same issue 
held in December 2017. 
Romania's finance ministry plans to auction 3.95 

billion lei worth of government securities in 
March, including 450 million lei in non-
competitive offers. 
 
(1 euro=4.6659 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Russia dollar bond yield spread hits 
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highest in 2018  

19-Mar-2018  

LONDON, March 19 (Reuters) - The premium 

demanded by investors to hold Russian 
sovereign dollar bonds over safe haven U.S. 
Treasuries widened on Monday to a year-to-
date high amid ongoing tensions with the 
West and an upcoming U.S. rate decision. 

The average yield spread of Russian dollar bonds  

over U.S. Treasuries on the JPMorgan EMBI 
Global Diversified index widened by 3 basis 
points (bps) from Friday's close to as much as 
175 bps. 
Moscow has come under increasing international 
pressure following a nerve toxin attack on a 
former Russian double agent on British soil. 

Investors are also eyeing this week's U.S. 

Federal Reserve meeting at which it is widely 
expected to raise rates.  
 
(Reporting by Claire Milhench, editing by Karin 
Strohecker) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
 
 

Russia says does not plan new 

Eurobonds in March  

20-Mar-2018  
MOSCOW, March 20 (Reuters) - Russia's 

finance ministry has no plans for a new 

Eurobond issue worth $3 billion in March, 
Deputy Finance Minister Anton Kolychev said 
on Tuesday. 

"We will not place another Eurobond issue in 
March. The option to do this is open until the 
end of this year," he told reporters. 
Last week, Russia raised $1.5 billion worth of a 
Eurobond maturing in 2029 and $2.5 billion 

worth of a top-up Eurobond maturing in 2047. 
 
(Reporting by Darya Korsunskaya; writing by Vladimir 
Soldatkin; editing by Polina Ivanova) 
(( vladimir.soldatkin@reuters.com ; +7 495 775 12 
42; )) 
 
 

Russia considers Eurobonds in euros, 

yuan in 2018  

20-Mar-2018  
MOSCOW, March 20 (Reuters) - Russia is 

considering issuing Eurobonds denominated 
in euros and Chinese yuan in 2018, state news 
agency RIA quoted Deputy Finance Minister 
Sergei Storchak as saying on Tuesday. 

Russia tapped the Eurobond market last week, 

raising $4 billion in two issues that were a test 
for the appetite of global investors for Russian 
assets amid political tensions between Moscow 
and the west. 

 
(Reporting by Andrey Ostroukh 
Editing by Hugh Lawson) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 

 

Russia redeems $5.79 bln in 2030 

Eurobonds in paper swap  

22-Mar-2018  
MOSCOW, March 22 (Reuters) - Russia 

redeemed 2030 Eurobonds with a total face 
value of $5.79 billion this month by swapping 
the paper for other Eurobonds, the finance 
ministry said on Thursday. 

The ministry, which said strong demand for its 
Eurobonds came from buyers in the United 
States and Britain, said its outstanding 
obligation on Eurobonds maturing in 2030 now 
stands at $4.19 billion. 

Russia raised $4 billion in two Eurobond issues 
last week, tapping the global market and 

enjoying strong demand for the paper despite 
escalating tensions with the West.  
 
(Reporting by Andrey Ostroukh; editing by Jason 
Neely) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Serbia 

Moody’s Publishes Annual Credit 

Analysis for Serbia  

17-Mar-2018  
In its Annual Credit Analysis for Serbia, 
Moody's stated that Serbia's credit profile of 
Ba3 stable is supported by successful 
implementation of fiscal consolidation, 
expected acceleration of credit growth, 
further recovery of the labour market, a 

diversified production structure and stronger 
institutions. In terms of activities and results 

under the NBS remit, Moody's highlights the 
preserved price stability, relative stability of the 
exchange rate, results in the field of dinarisation 
and favourable banking sector indicators.  
As stated by Moody's, inflationary pressures 
have remained low for more than four years, 
which is the result of relative stability of the 
exchange rate, fiscal consolidation, 

moderation in inflation expectations and a 
reduction in global commodity prices. 
According to the Agency's projection, in the next 
two years inflation will stand at the NBS target 
midpoint of 3%. The decision to lower the 
inflation target range to 3±1.5% since the start 
of 2017 reflects the improvement of 
macroeconomic fundamentals. The Agency 

underscores NBS's aim to further reduce long-
term rates owing to anchored inflation 
expectations, while contributing to a higher 
degree of dinarisation. The increase in the 
degree of dinarisation of deposits, from 23.1% 
at end-2013 to 30.8% at end-2017 reflects the 

achieved price stability and relative stability of 

the exchange rate.  
The Analysis states that the banking sector is 
liquid, profitable and adequately capitalised, with 
the capital adequacy ratio comfortably above the 
regulatory minimum of 8%. In addition, the NBS 
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has enhanced its macroprudential and regulatory 

framework. As indicated by the Agency, the 

share of NPLs in total loans has declined 
significantly - to 9.8% at end-2017. The 
considerable fall in the NPL ratio has been 
supported by the implementation of the NPL 
Resolution Strategy and a new NBS regulation 
adopted in August 2017, whose application has 

resulted in further intensification of NPL write-
offs by banks. The NPL ratio declined also on 
account of stronger credit growth.  
Speaking of economic activity, the Analysis 
highlights a favourable structure of the 
Serbian economy and sustainability of 
economic growth, based on investment into 

export-oriented sectors. The Agency states 

that exports growth was widely dispersed and 

driven by the expansion of manufacturing 
exports, with positive contributions stemming 
from almost all branches. The Agency assesses 
that the current account deficit share in GDP will 
continue to decline in the coming period and 
remain fully covered by net FDI inflows. An 

increase in FDI inflows is attributed to Serbia's 
attractiveness to foreign investors, while the 
diversification of inflows by sector and region of 
origin is also positively assessed. According to 
Moody's, this speaks in favour of Serbia's low 
risk perception by investors and supports 
productivity and exports growth. Exports growth 

is expected to remain robust over the coming 
years, supported by past investment in 

manufacturing and the progress in the EU 
accession process.  
Moody's also points out that employment growth 
is driven by the recovery of the private sector, 

primarily industry and services, which supports 
further recovery of final consumption. 
Investment is expected to remain one of the 
main drivers of growth. Continued growth in 
investment will be supported by a rise in capital 
investment, structural reforms and more 
favourable financial conditions, supported, 

among other, by the NBS's monetary easing. It 
is stated that the key policy rate reduction by a 
total of 8.5 pp since May 2013 has driven a 10.2 
pp drop in dinar lending rates to enterprises 

over the last five years, to 4.9% in January 
2018. According to the Agency, this had a 
positive bearing on corporate credit growth 

which, despite sizeable NPL write-offs, reached 
4.3% in 2017.  
According to the Moody's estimate, Serbia 
carried out extremely successful fiscal 
consolidation, with the general government fiscal 
surplus at 1.2% of GDP in 2017 as a result of a 

strong increase in revenue significantly above 
initial expectations. Regarding fiscal 

developments in the coming period, the 
Agency highlights that the wage and pension 
increase was carried out in a sustainable 
manner and projects a balanced budget for 
the period ahead, with rising public 
investment and a continued fall in the share 

of public debt in GDP.  

Upward pressure on Serbia's rating could arise 
from even faster economic growth over the 

medium term, resulting from structural reforms 

and further improvement of the business 

climate, as well as a faster than expected 
reduction in public debt.  
 
(C) Copyright 2018 - National Bank of Serbia 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Brazil 

Brazil rate future yields drop as central 

bank points to further easing  

22-Mar-2018  
By Bruno Federowski 
SAO PAULO, March 22 (Reuters) - Yields on 

Brazilian interest rate futures dropped on 
Thursday after the central bank unexpectedly 
indicated it will continue cutting interest rates 
at its May meeting. 

The bank on Wednesday reduced the benchmark 
Selic rate by 25 basis points to an all-time low of 
6.50 percent, as widely expected. 
But policymakers were explicit in forecasting 
another cut, contradicting the consensus that 
this week would mark the end of the deepest 
easing cycle in a decade. After that, unless 

conditions change radically, it would stand pat, 
according to a policy statement. 
Yields on rate futures fell sharply as traders 
adjusted their bets.  
"Unless the Brazilian real comes under 
pressure for domestic or external reasons, the 
central bank will be in no hurry to begin the 
tightening cycle," economists at Societe 

Generale wrote in a report. 

The Brazilian real weakened around 1 percent on 
concerns that lower rates could dampen demand 
for Brazilian assets. It was the biggest loser 
among Latin American currencies, which 
suffered the effect of growing fears of U.S. 
protectionism. 

The nation's stock exchange, however, was 
nearly flat, as shares of steelmakers jumped 
after the United States government suspended a 
tariff hike on Brazilian steel and aluminum 
imports as it begins bilateral negotiations.  
 
(Reporting by Bruno Federowski 
Editing by James Dalgleish) 

(( Bruno.Federowski@thomsonreuters.com ; 55 11 
5644 7768; Reuters Messaging: 
bruno.federowski@thomsonreuters.com )) 
 
 

Brazil government freezes $606 mln in 

federal spending  

22-Mar-2018  

By Marcela Ayres 
BRASILIA, March 22 (Reuters) - Brazil on 

Thursday froze 2 billion reais ($606 million) 
worth of 2018 federal spending as officials 
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continue to grapple with ballooning expenses. 
In a report, the government increased its 

forecast for federal revenue net of interest 

payments by 2.276 billion reais, to 1.463 trillion 
reais. The increase amounted to a meager 59.9 
million reais when excluding transfers to regional 
governments, however. 
In comparison, the estimate for federal 

expenses rose 2.698 billion reais to 1.374 trillion 
reais, yielding a primary deficit of 157.4 billion 
reais, slightly below the target for a deficit of 
159 billion reais. 
The revision highlights President Michel Temer's 
struggles to implement austerity measures 
ahead of the most wide-open and hard-to-

predict presidential elections in decades. 
After giving up on plans to revamp the costly 

social security system, Temer's unpopular 
administration has been struggling to pass a bill 
raising payroll taxes in Congress. 
Accordingly, the government stopped taking that 
bill in account in budget estimates, with an 

impact of 8.9 billion reais on the estimated 2018 
budget deficit. 
"Whenever the risk that a bill is not approved 
becomes relevant, as is the case with this 
measure, it should be removed from our 
estimates," the secretary for the federal budget 

at the Planning Ministry George Soares said at a 
news conference. 
The government also earmarked 1 billion reais in 
spending it might dedicate to an ongoing federal 

intervention in the state of Rio de Janeiro, the 
report said. 
Brazil's federal government ordered the army to 

take over command of police forces in Rio de 
Janeiro state in a bid to curb violence driven by 
drug gangs that have, according to Temer, 
"virtually taken over" Rio's metropolitan area. 
 
($1 = 3.3013 reais) 
(Reporting by Marcela Ayres; Writing by Bruno 
Federowski; Editing by David Gregorio) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 
https://twitter.com/b_federowski ; +55 11 5644 
7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
 
 

Colombia 

Colombia proposes IMF assistance for 

Venezuelan refugees  

19-Mar-2018  
By Anthony Boadle 
BUENOS AIRES, March 19 (Reuters) - Colombia 

proposed on Monday that the International 
Monetary Fund provide assistance to help 
several hundred thousand Venezuelan 
refugees who have fled an economic and 
political crisis to neighboring countries, 

officials at the G20 summit said. 

The proposal was discussed at a meeting on 
Venezuela by leading finance ministers from the 
Western Hemisphere, the European Union and 
Japan, including U.S. Treasury Secretary Steven 

Mnuchin. 
"The consensus is that the situation is 
extremely negative and we must by any 
means possible try to influence a solution to 
the problem and a change in Venezuela's 
situation, mainly from the humanitarian point 
of view," Brazilian Finance Minister Henrique 
Meirelles told reporters. 

The fund, to be decided by the IMF next month, 
would only be used outside Venezuela and not 
by socialist President Nicolas Maduro's "regime," 

he said. 
More than 500,000 Venezuelans have crossed 
into Colombia and 40,000 have left for Brazil as 
an economic meltdown worsened and opposition 
hopes of fair elections faded. 
There were an estimated 886,000 Venezuelan 

migrants in South America in 2017, up from 
around 89,000 in 2015, the International 
Organization for Migration said in February. 
An IMF spokesperson said of the proposal: "We 
look forward to subsequent discussions in which 
we would be involved."  
Secretary Mnuchin offered to host a follow-up 

meeting of the finance ministers on the margins 
of the World Bank/IMF Spring meeting in 
Washington, in April, a Treasury spokesperson 
said. 
"The focus was on coordinating economic 
measures to achieve democratic political 
objectives in Venezuela, addressing the 

economic and humanitarian tragedy, and 

constructive responses once Venezuela allows 
free, fair and regular elections," he said.  
Colombia's government was preparing a 
statement on the proposal, a finance ministry 
official said in Bogota. 
The countries concerned with the Venezuelan 
situation also discussed sanctions and debt 
repayment as ways to encourage a solution to 
the crisis, Meirelles said. 

"Some countries are already applying sanctions, 
like the United States. In the case of Brazil, we 
are owed $1.3 billion in trade financing and want 
that repaid," he said. Venezuela recently paid 
arrears and is up to date, he added. 

Other countries, led by Russia and China, favor 

a moratorium that would suspend Venezuela's 
payments, he said. Russia and China did not 
attend the meeting. 
Venezuela is undergoing a major economic 
crisis, with millions suffering food and medicine 
shortages, and Maduro's government is late in 

paying about $1.9 billion in interest on its debt. 
 
(Reporting by Anthony Boadle 
Additonal reporting by David Lawder in Buenos Aires 
and Alexandra Ulmer in Caracas 
Editing by Paul Simao and Sandra Maler) 
(( anthony.boadle@tr.com +55 61 98204-1110; 
tweets @anthonyboadle ;)) 
 
 

Mexico 

Mexico says to trim 20, 30-year debt 
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offerings in 2nd-qtr  

22-Mar-2018  

MEXICO CITY, March 22 (Reuters) - Mexico's 

finance ministry said on Thursday it would 
lower the amounts issued on its 20 and 30-
year bonds in the second quarter, but would 
keep the sums for shorter maturities and so-
called Cetes unchanged. 

The ministry said it would trim by 500 million 

pesos ($26.84 million) the amount offered on 20 
and 30-year bonds during the second quarter, to 
offer 2 billion pesos and 3 billion pesos 
respectively. The offerings are every six weeks. 
The total amount offered in Cetes, or T-bills, and 
inflation-linked Udibonos would remain 
unchanged compared with the previous quarter, 

the ministry said. So would the sums issued for 

bonds with 3, 5 and 10-year maturities. 
 
($1 = 18.6303 Mexican pesos) 
(Reporting by Noe Torres 
Editing by Christine Murray) 
(( Gabriel.Stargardter@thomsonreuters.com ; +52 1 
55 54 55 26 49; Reuters Messaging: 
gabriel.stargardter.thomsonreuters.com@reuters.net 
)) 
 
 

Puerto Rico 

Puerto Rico reaches deal to access U.S. 

disaster loans  

22-Mar-2018  

By Nick Brown 
March 22 (Reuters) - The U.S. Treasury 

Department and storm-ravaged Puerto Rico 
say they have reached a deal to let the 
bankrupt U.S. territory access billions of 
dollars in long-disputed federal loans to help 
it recover from last year's Hurricane Maria. 

In a joint news conference on Thursday in San 
Juan, broadcast on the internet, Puerto Rico 

Governor Ricardo Rossello and U.S. Treasury 
Secretary Steven Mnuchin said the island can 
access the so-called community disaster loans 
(CDLs) as needed until March 2020, once its 

cash balance dwindles below $1.1 billion.  
The agreement still needs approval by the 
federally-appointed board that oversees 

Puerto Rico's finances, as well as the judge 
presiding over its $120 billion bankruptcy. 

Spokesmen for the board had no immediate 
comment on Thursday. 
The dispute over the loan had ratcheted up 
tensions between Puerto Rico and Washington, 
as the island battles the aftermath of its biggest 
natural disaster in 90 years, while navigating the 

largest government bankruptcy in U.S. history. 
It also raised questions about the reliability of 
Puerto Rico's financial record-keeping.  
The U.S. Congress in October appropriated $4.9 

billion in loans for Puerto Rico and the U.S. 
Virgin Islands, but while the Virgin Islands were 

allowed access to the funds - and have drawn 
down around $200 million so far - Puerto Rico 
was not.  

The island's leadership warned that devastation 

from September's Hurricane Maria could cause it 

to run out of cash, but the U.S. Treasury, along 
with the U.S. Federal Emergency Management 
Agency, found that Puerto Rico had $1.7 billion 
in its coffers. 
Last month, the Treasury said it would 
consider allowing access to around $2 billion, 
but only under conditions that Rossello called 

"extremely difficult" in a Feb. 26 letter to U.S. 
lawmakers. He complained, in the same letter, 
of Treasury's "arbitrary conduct" in denying 
access. 

Under Thursday's accord, Puerto Rico can begin 
accessing money on an as-needed basis, once 
its cash reserves dip below $1.1 billion. It 
remains unclear how much Puerto Rico may 

initially draw down, Carlos Mercader, executive 
director of the Puerto Rico Federal Affairs 
Administration, told Reuters on Thursday.  
Rossello thanked Mnuchin at the news 
conference, saying, "When there are issues to be 
resolved, the best way to do it is principal to 
principal, face to face."  

Mnuchin, who stopped on the island on his way 
back from the G20 meetings in Argentina, said it 
"was very important" to meet with Rossello to 
"make sure we resolve whatever issues we had." 
Puerto Rico was already in bankruptcy, battling 
near-insolvent health and pension systems and a 
decade-long recession, when Maria hit on Sept. 

20. 

The storm killed dozens and decimated the 
island's already substandard housing stock and 
electric grid. Thousands remain without power 
six months later.  
 
(Reporting by Nick Brown and Susan Heavey in 
Washington 
Editing by James Dalgleish and Rosalba O'Brien) 
(( +1-202-898-8300; Reuters Messaging: 
susan.heavey.thomsonreuters.com@reuters.net )) 
 

AFRICA 
 

Ghana 

Ghana to name four lead advisors for 

$2.5 bln Eurobond sale  

20-Mar-2018  
ACCRA, March 20 (Reuters) - Ghana is set to 

name four banks as lead advisers for a 
planned sale of up to $2.5 billion of 

Eurobonds, expected by June, sources close to 
the transaction said on Tuesday. 
The exporter of cocoa, gold and oil is seeking 
to raise $2.5 billion to pay off debt and 
finance its 2018 budget.  

Standard Chartered Bank, JP Morgan, Bank of 

America and Citibank [RIC:RIC:C.UL] will advise 
on the bond sale, the sources said, with Fidelity 
Bank and IC Securities participating as local 

partners. 
One source told Reuters the lenders would be 
meeting Ministry of Finance officials this week to 
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finalise details of the planned transaction.  

Ghana 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 Sofia Christensen) 

(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
 
 

Mozambique 

Mozambique doesn't know how long 

"complex" debt restructuring will take  

20-Mar-2018  
LONDON, March 20 (Reuters) - Mozambique 

doesn't know how long it will take to 
complete what is likely to be a "complex" $2 
billion debt restructuring deal, its legal team 
said after formally meeting with international 
creditors for the first time on Tuesday. 

The comments were made by Ian Clark, partner 
at Mozambique's legal adviser White & Case 
after the country laid out painful restructuring 
terms that included a 50 percent write-down on 
interest and some other payments bond holders 
were due. 

Mozambique's Finance Minister Adriano Maleiane 

also dashed hopes that it could offer GDP-linked 
bonds which would give investors bump-up 
payments if the country's economy improves. 
However Maleiane said he would meet some of 
the creditors again on Wednesday to get 
feedback on the offer. 
 
(Reporting by Karin Strohecker, writing by Marc Jones) 
(( marc.jones@thomsonreuters.com ; +44 (0) 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
 
 

Mozambique debt offer 'a non-starter', 

say creditors  

20-Mar-2018  
•Mozambique lays out 3 options to 
restructure $2 bln debt 
•Includes 50 pct writedown on interest, other 
payments  
•Creditors disappointed no GDP- or gas-linked 
payments 

By Karin Strohecker and Marc Jones 
LONDON, March 20 (Reuters) - A core group of 

Mozambique's international creditors 
dismissed as a "non-starter" a debt 
restructuring plan the country presented on 
Tuesday, balking at the idea of a second 
painful writedown in as many years. 

The group rejected three scenarios for 
restructuring roughly $2 billion of debt that the 
finance ministry unveiled in London, and which 
one bondholder said were a likely prelude to 

long negotiations. 

Shortly after restructuring a Eurobond in 2016, 

Mozambique's government admitted to $1.4 
billion of previously undisclosed loans, many of 
which went on upgrading maritime and military 
security. 
The disclosure prompted the International 
Monetary Fund and foreign donors to cut off 

support, triggering a currency collapse and 
leading to a default in what was already one of 
the world's poorest countries. 
Tuesday's scenarios, presented 17 months 
since Maputo said its debt was unsustainable 
and needed restructuring, included extending 
maturities on the outstanding defaulted debt 
to between eight and 16 years and a 50 
percent "haircut" - or writedown - on owed 

interest and penalty payments. 

Slides seen by Reuters also had two options with 
haircuts on the original amounts loaned - the 
principal - with shorter maturity debt getting hit 
hardest. 
The options were open to all commercial 
Eurobond and loan holders, with creditors able 

to chose if they wanted to swap into the new 
issue in form of a Eurobond or loan again, 
restructuring advisor Lazard told journalists at a 
briefing.  
The response from the Global Group of 
Mozambique Bondholders (GGBM), which 
represents or has the backing of more than 80 

percent of those who hold the country's main 

Eurobond, was that it was "a non-starter". 
FIRST PAIN, THEN GAIN? 
Others who spoke to Reuters on condition of 
anonymity said they expected this was just a 
first offer from Mozambique. 

They were disappointed that possible bump-up 
payments were not included, should the 
country's economy pick up once long-awaited 
gas production - expected by late 2022 - begins. 
Substantial offshore gas reserves were 
discovered off Mozambique more than a decade 
ago. But progress in getting the infrastructure in 

place to tap them has been glacial. 
"Given where their starting point is, I expect we 
are looking at lengthy negotiations," one of the 

bondholders said. 
Mozambique's finance minister told a separate 
media briefing it would meet creditors again 
on Wednesday to get feedback on the 
proposals. 

Phillip Blackwood, managing director of bond 

fund EM Quest, added: "If it is just a question of 
pain and debt distress in the next five to seven 
years for Mozambique, then investors would be 
happy to give them relief.  
"But when the (gas) bonanza kicks in, this 
should be used for poverty reduction as well as 

compensation to investors who helped them 
through the crisis." 
It will be at least a decade before the country 

reaps real benefit from the gas projects, 
predicted Lazard's Michele Lamarche, who works 
on behalf of the government. 
"The early years of the gas projects kicking in 

would be cost recovery, only at the end of the 
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2020s revenues would kick in," she told 

journalists in a second presentation. 

During the media briefing, Mozambique said it 
expected to reach a primary balance in its 
budget by 2022. 
 
(Reporting by Karin Strohecker and Marc Jones; 
additional reporting by Manuel Mucari; writing by Joe 
Brock and Karin Strohecker; editing by John 
Stonestreet) 
(( joe.brock@thomsonreuters.com ; +27117753142; 
Reuters Messaging: 
joe.brock.thomsonreuters@reuters.net )) 
 
 

Mozambique bond creditors eye "good 

faith" debt talks, to meet govt again  

21-Mar-2018  
LONDON, March 21 (Reuters) - A group of 

Mozambique's international creditors said on 
Wednesday it hoped to soon start constructive 
debt restructuring talks with the heavily 
indebted African country, with follow-up high 
level meetings scheduled in four weeks time.  

Mozambique had tabled the key outlines of a 
three-pronged proposal to restructure roughly 
$2 billion in debt during a meeting with creditors 
in London on Tuesday. However, creditors had 

been swift to reject the advance, which included 
some steep write-downs. 
Following a second meeting on Wednesday, the 
Global Group of Mozambique Bondholders 

(GGBM) said it hoped some with some 
adjustments there could be "good faith 

negotiations to reach a fair and equitable 
solution." 
The group's legal adviser, Thomas Laryea at 
Cooke Robotham LLC, told Reuters the group 
and Finance Minister Adriano Maleiane and his 
team would meet again for talks in four weeks 
on the sidelines of the IMF World Bank Group 

spring meetings starting in mid-April. 
The GGBM represents or has the backing of 
some 80 percent of a Eurobond issue earmarked 
for restructuring. 
 
(Reporting by Karin Strohecker 
Editing by Hugh Lawson) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Nigeria 

Nigeria parliament aims to pass 2018 

budget on April 24 after delays  

21-Mar-2018  
ABUJA, March 21 (Reuters) - The Nigerian 

parliament aims to pass the country's 2018 
budget on April 24, lower house Speaker 
Yakubu Dogara said, following several months 
of delay. 
President Muhammadu Buhari presented a 2018 
budget of 8.612 trillion naira, the country's 

biggest ever, to lawmakers in November and 

was targeting Jan. 1, 2018 for its passage. 

But government agencies and department had 

been slow in defending their spending plan 
before lawmakers, which prompted the president 
to intervene. 
Dogara said the budget would be laid out on 
April 19 and passed the following week. Both 
houses of parliament had agreed to the dates, 

he added. 
Last year's budget - passed in May 2017 - was 
delayed for months due to disagreements 
between lawmakers and the presidency, 
cutting the supply of government money and 
deepening an economic crisis. The budget was 
also delayed in 2016. 

Nigeria's upper house of parliament is set to 
decide on Wednesday whether to end a political 

stalemate and confirm Buhari's nominations for 
members of the central bank's interest rate-
setting committee. This would pave the way for 
the committee's first meeting since the 
beginning of the year. 
 
(Reporting by Camillus Eboh 
Writing by Chijioke Ohuocha; Editing by Toby Chopra 

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

South Africa 

South Africa credit downgrade may do 

less damage than feared  

19-Mar-2018  
By Marc Jones 
LONDON, March 16 (Reuters) - South Africa will 

learn soon whether Cyril Ramaphosa's first 
month as president has saved the country's 
last remaining investment grade rating, but 

even if it hasn't, a broader rise in optimism 
should limit the damage. 

Moody's, with a downgrade review on South 
Africa since last November, is to make a decision 
by March 23.  

A cut to junk - following downgrades by S&P and 
Fitch - will see the country ejected from Citi's 
influential World Government Bond Index 

(WGBI), triggering up to 100 billion rand ($8.5 
billion) in selling by foreign investors. 
It is a prospect that sends a chill down the spine 
of the country's officials, who know the odds 
aren't in their favour. 
"It is very difficult to read the body language 
of the rating agencies," new Finance Minister 

Nhlanhla Nene said in London this week, 
having just meet with Moody's. "If there was 
a downgrade that would have a negative 
effect". 
Moody's rarely spares those it puts on a 

downgrade warning. Only seven of the dozens of 
countries it has had on review over the last two 
years have been reprieved its data shows. South 
Africa was one of those. None have been saved 

twice.  
As a result, markets seem to be going with the 
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form book.  

Zsolt Papp, an emerging market debt portfolio 

manager at JPMorgan Asset Management points 
to the 'spread', or premium, investors demand 
to buy South African government bonds rather 
than U.S. ones. 
That spread is now 245 basis points, which is 
right in line with the average for 'BB' bracket 

'junk'-rated countries like Macedonia and 
Guatemala or heavyweights like Turkey and 
Brazil. 
"The market is already pricing South Africa as a 
BB credit," Papp said, although he said he was 
not sure which way the decision will go. 

For a government, losing 'investment grade' 
status causes pain because it means certain 
types of investors -- usually big pension funds or 

Exchange Traded Funds -- are mandated only to 
buy high-grade debt. They are forced to sell any 
bonds which are downgraded to junk. 
A 2016 World Bank study, which was co-

authored by South Africa's own central bank, 
found that being cut to 'junk' by at least two of 
the major ratings agencies increases a country's 
treasury bill rate by almost 200 basis points on 
average. 
South Africa intends to borrow a much 
smaller-than-usual 4.2 billion rand ($350 
million) in T-bills in 2018/19 but any rise in 

costs won't help a debt level which has 
already more than doubled as a share of GDP 
over the last nine years.  

THE MOODY'S BLUES 
But there are some factors that could make 
South Africa's experience different.  
The World Bank's analysis looked mainly at 
foreign currency debt downgrades, but 
Moody's decision is related to the country's 

domestic rand-denominated debt. 
It is far more important because roughly 90 
percent of all South Africa's debt is local 
currency S&P estimates. Around 40 percent of 
it is held by foreigners who can be quick to 
flee when the outlook sours. 

The World Bank didn't detect any statistically 
significant impact from local currency 
downgrades. But it did find that the main impact 

- over two-thirds of it - came when the first 
rating agency downgraded a credit to junk.  
Market reaction to subsequent downgrades is 
usually far smaller, it noted.  
Another potentially damage-limiting factor is 
widely held optimism that Ramaphosa and his 
new team will be able repair at least some of the 

damage done during Jacob Zuma's tenure.  
South African stocks, bonds and currency have 
all rallied hard since late last year when 
Ramaphosa seemed set to become the new 
party leader. The cost of insuring against a 
default has plunged more than 25 percent. 

Morgan Stanley analysts point out that South 
African bonds are currently international 

investors' top 'overweight' in portfolios linked to 
another influential bond index, JPMorgan's GBI-
Emerging Markets. 
A downgrade would have no impact on South 
Africa's membership of the $220 billion GBI-EM 

index, so funds tracking it could make up for 

some of forced selling by Citi WGBI investors.  

One of the reasons South Africa is still so 
attractive is that 'real' yields, which are the rate 
of interest its bond offers minus the country's 
inflation rate, are among the highest in 
emerging markets. 
There are also those who reckon a downgrade is 

no longer on the cards, given the change in 
leadership and crucial measures unveiled in the 
recent budget. This included raising the VAT rate 
for the first time 25 years.  
At least 10 big fund managers that Reuters 
interviewed for this story see a downgrade now 

as unlikely. 
"We don't expect Moody's to take any action 
given the adjustment that we are expecting from 

the deficit and VAT measures proposed in the 
budget," said Standard Life Aberdeen portfolio 
manager Kevin Daly. 
The budget was welcomed by the S&P and Fitch 

agencies but Moody's has stayed quiet. Finance 
Minister Nene hopes, however, the agency has 
been persuaded, adding: "I think it is a credible 
story we are telling."  
 
($1 = 11.9577 rand) 
(Additional reporting by Olivia Kumwenda-Mtambo in 
Johannesburg; Editing by Toby Chopra) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs) ) 
 
 

Uganda 

Ballooning Uganda debt poses default 

risk 

23-Mar-2018  
KAMPALA, March 23 (Reuters) - Uganda's 

national debt has nearly trebled in the last 
three years to more than 50 percent of GDP, 
posing a default risk since nearly two thirds of 
that borrowing was external, the central bank 
said. 

In a report titled "State of the Economy" 

published late on Thursday, the Bank of Uganda 
(BoU) said the rising costs of servicing the 
landlocked East African nation's $15.1 billion 
debt pile could hit economic growth because of 
reduced public investment. 
Over the last decade the government of long-
ruling President Yoweri Museveni has ramped up 

borrowing, mostly from China, to fund 
infrastructure projects including roads, power 
plants, fibre cable networks and an airport 
expansion. 
Three years ago, Uganda's debt was just $6 
billion.  
The BoU said the current levels of debt posed 

"a risk of higher exposure or failure to meet 
external debt obligations in case of exchange 
rate volatility and slow growth in exports." 

According to finance ministry papers, interest 
repayments in the 2018/19 year will eat up 17.3 
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percent of state spending, the largest chunk of 

the budget. 

Economic growth has been slowing in recent 
years, due to poor agricultural output, weak 
exports and corruption. 
 
(Reporting by Elias Biryabarema 
Editing by Ed Cropley and James Macharia) 
(( edward.cropley@thomsonreuters.com ; +27 11 775 
3165; Reuters Messaging: 
edward.cropley.thomsonreuters.com@reuters.net 
af.reuters.com @ReutersAfrica)) 
 

GLOBAL 

 

G20 Countries Agreed to Strengthen 

Cooperation to Achieve a Strong, 

Sustainable, Balanced and Inclusive 

Growth  

22-Mar-2018  

G20 Countries agreed to strengthen 
cooperation to achieve a strong, sustainable, 
balanced and inclusive growth. This was 
concluded at the meeting of Finance Ministers 
and Central Banker Governors of the G20 
countries attended by the Governor of Bank 

Indonesia, Agus D.W. Martowardojo and 
Finance Minister, Sri Mulyani Indrawati, on 19-
20 March 2018 in Buenos Aires, Argentina. Amid 

the improved and more broad based growth 

prospects in the global economy, awareness of 
potential risks and economic vulnerability in the 
medium term is warranted. To that end, the 
Governors of the Central Bank and the Minister 
of Finance agreed upon using current favorable 

condition as a momentum to address the 
structural problems that hamper economic 
growth, reduce the excessive global imbalances 
and mitigate the risks by using various policy 
tools.  
Argentina, which holds G20 Presidency in 
2018, focuses on 2 priorities, namely the 
future of work and infrastructure for 

development. The discussion of the future of 
work is based on the development of information 

technology that has changed the nature of the 
global economy, including Indonesia, into 
digitalized economy. Therefore, relevant policy 
responses are needed so that the development 
of information technology can promote more 

inclusive economic growth, and mitigate 
potential negative impacts to the economy as 
well as macroeconomic stability and financial 
system. The discussion on infrastructure for 
development is directed to improve 
infrastructure financing, among others by 
encouraging private sector participation.  

In the financial sector, the Finance Ministers and 
Central Bank Governors welcomed the 

completion of Basel III as one of the key 
elements of reform in the financial sector in the 
aftermath of the global financial crisis. The G20 
is also committed to implementing and 

continually evaluating ongoing financial sector 
reforms and their impacts on infrastructure 

finance to achieve the goal of strengthening the 

financial system.  

The Finance Ministers and Central Bank 
Governors are also aware of the benefit of 
technological developments on improving 
efficiency and fostering inclusiveness in the 
financial system. However, cypto-asset do, 
however, raises issues with respect to 

consumers and investors protection, tax 
evasion, and money laundering and terrorist 
financing. In addition, crypto-assets could also 
have the financial stability implications. The G20 
countries agreed to call on international 
standard setting bodies (SSBs) to continue their 

monitoring of crypto-assets and their risks, and 
assess multilateral responses needed.  
The G20 countries also continue to provide 

support for development in low income countries 
(LICs), continue discussions of the international 
tax agenda, and support efforts to enhance its 
efforts in counter anti-money laundering and 

terrorist financing.  
 
Jakarta, 22 March 2018 
(C) Copyright 2018 - Bank Indonesia 
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