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ASIA 
 

China 

China issues RMB757 bln local 

government bonds in July  

22-Aug-2018  
BEIJING, Aug. 22 (Xinhua) --- China offered 

local government bonds worth 757 billion 
yuan in July, according to the latest data from 
the Ministry of Finance. 

The country has sold overall 2.168 trillion yuan 
worth of local government bonds during the 
January-July period. Among them, general 
bonds stood at 1.605 trillion yuan, while special-
purpose bonds reached 563.2 billion yuan. 

According to the report, local governments have 
accelerated special-purpose bond issuances 
since July. About 19 provincial-level regions, 
including Hebei and Heilongjiang, have issued 
nearly 200 billion yuan worth of such bonds. 
 
(Edited by Yang Yifan, yangyifan@xinhua.org) 
Copyright (c) 2018 Xinhua News Agency 
 
 

Regulations on the Public Offering and 

Issuance of Local Government Bonds  

24-Aug-2018  
All provinces, autonomous regions, 
municipalities directly under the Central 
Government, municipal finance bureaus 
(bureaus), Xinjiang Production and 
Construction Corps Finance Bureau, China 
Government Securities Depository Trust and 
Clearing Co., Ltd., China Securities Depository 
and Clearing Co., Ltd., Shanghai Stock 
Exchange, Shenzhen Stock Exchange, and 
related finance mechanism: 

In order to further improve the issuance of local 

government bonds and improve the efficiency of 
bond issuance, the Ministry of Finance decided 
to implement a system of public underwriting of 
local government bonds. In accordance with the 
relevant regulations on the issuance and 
management of local government bonds, we 

have formulated the ?Regulations on the Public 
Offering and Issuance of Local Government 
Bonds?. It is now issued, please refer to the 
implementation. 
 
Copyright (c) 2018 Euclid Infotech Pvt Ltd. 
 
 

China Bond Connect starts delivery vs 

payment settlement system  

24-Aug-2018  
SHANGHAI, Aug 24 (Reuters) - China has 

implemented a delivery versus payment 

(DVP) settlement system for transactions 
through its Bond Connect scheme, cleared 
through China Central Depository and Clearing 
Co (CCDC), a source with direct knowledge of 
the matter told Reuters. 

The clearing house, China's Cross-Border 
Interbank Payment System and the Hong Kong 
Monetary Authority's Central Moneymarkets unit 
have informed market participants "that from 

now on, for any bond settled in China Bond, they 
will be using the new settlement method, which 
is real time delivery versus payment," the 
source said. 
Under this settlement, payment for bonds is due 
at the time of delivery, which will effectively 
reduce settlement risk. 

The lack of DVP settlement has been seen as a 
major hurdle for the wider use of Bond Connect 
by offshore investors. 
China's Bond Connect scheme, launched in July 
2017, permits eligible institutional investors in 
Hong Kong and overseas to buy and sell onshore 

bonds without a quota. 
 
(Reporting by Andrew Galbraith, Editing by Sherry 
Jacob-Phillips) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
(c) Copyright Thomson Reuters 2018. 
 
 

India 

Strong finances, low debt to cap 
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sovereign risks from rupee fall 

20-Aug-2018  
A recent sharp sell-off in the rupee will have 
limited impact on India’s sovereign credit 
profile due to relatively strong external 
finances, especially the low level of external 
debt. But there could be further bouts of 
pressure as global monetary tightening 
progresses. 

There is a downside to the fall in value for the 

corporate and banking sector. It will add to 
existing pressures in the corporate and banking 
sectors, Fitch said in a statement. 
The rupee has been among the emerging-
market currencies affected by pressures from 
global monetary tightening and, more recently, 
contagion from the Turkey crisis. It has 

depreciated by around 9 per cent against the US 
dollar since the start of 2018, making it the 
worst-performing major currency in Asia. 
Idiosyncratic factors have also contributed, 
such as the widening of the trade deficit in 
July 2018 to its largest gap since May 2013. 
Net portfolio outflows through mid-August have 
totalled $5.5 billion for the year, mostly in 

bonds, compared with inflows of $27.9 billion 
over the same period in 2017. 
Foreign direct investment inflows have also 
weakened and no longer cover the current 
account deficit. In other words, India's basic 
balance has turned negative. However, India's 

vulnerability to currency risk and capital 

outflows is unlikely to translate into significant 
pressure on the sovereign credit profile or pose 
external financing risks. 
The current account deficit has widened as 
global oil prices have risen, but at 1.9 per cent 
of Gross Domestic Product (GDP) in the 
quarter ended March 2018, up from 1.6 per 

cent in 2017. It is still well below the five per 

cent of GDP recorded around the time of the 
2013 Taper Tantrum. 
“We expect the full-year current account deficit 
to remain below three per cent of GDP in the 
fiscal year ending March 2019. Foreign-
exchange reserves have declined by $24 billion 

since mid-April 2018, but still cover 7.2 months 

of current account payments, compared with the 
'BBB' median of 6.6 months. This provides a 
buffer should the Reserve Bank of India (RBI) 
feel it necessary to intervene on a larger scale. 
India also has relatively low foreign-currency 
debt. Only around seven per cent of government 

debt is denominated in foreign currency (BBB 
median: 38 per cent). The total foreign-currency 
external debt, including the private sector, is 
equivalent to just 13 per cent of GDP, which is 
one of the lowest among major emerging 
markets. 
Meanwhile, the risk of currency pressures 

triggering a sudden spike in domestic borrowing 

costs is mitigated by the RBI's relatively narrow 
focus on its inflation objective, as opposed to 
countering external pressures, Fitch added. 
 
Copyright (c) 2018 Business Standard Ltd. 
 

 

India decision to decline foreign aid for 

flood relief draws criticism  

23-Aug-2018  
NEW DELHI, Aug 23 (Reuters) - India will not 

accept relief assistance from foreign 
governments for the flood-ravaged state of 
Kerala, the government has said, following 
offers of aid from Qatar and the United Arab 
Emirates. 

The decision to decline foreign help drew 
criticism from the opposition which called for an 
end the suffering of the people of the southern 
state hit by the worst flooding in a century, 

which has killed hundreds of people. 
Prime Minister Narendra Modi's government 
has announced assistance of 6 billion rupees 
($85 million), compared with a request from 
the state for at least 20 billion rupees. 

Modi has promised more aid and his government 
said late on Wednesday that would come 
through "domestic efforts". 
"The government of India deeply appreciates 

offers from several countries, including from 
foreign governments, to assist in relief and 
rehabilitation efforts after the tragic floods in 
Kerala," the Ministry of External Affairs said in a 
statement. 
"In line with the existing policy, the government 

is committed to meeting the requirements for 
relief and rehabilitation through domestic 

efforts." 
This week, the United Arab Emirates offered 
assistance of $100 million while Qatar offered $5 
million. Many people from Kerala live and work 
in the Gulf.  

Torrential rain that began in Kerala on Aug. 8 
killed 231 people, destroyed tens of thousands 
of homes, and washed away roads and bridges, 
leading to an estimated loss of at least 200 
billion rupees ($2.85 billion). 
The rain eased over the weekend as the focus of 
efforts turned to relief and rehabilitation from 

rescue. 
The main opposition Congress party accused 
Modi of exacerbating the crisis by failing to come 

through with more aid and creating obstacles to 
foreign help. 
"This decision is quite disappointing to the 

people of Kerala," Congress leader and former 
Kerala Chief Minister Oommen Chandy wrote in 
a public letter to Modi. 
"Rules should be such (that they) eradicate the 
sufferings of the people. If there exist any 
obstacle against the acceptance of foreign aid, 
kindly look into the matter seriously and bring 

suitable modifications."  
The foreign ministry said the government 
would welcome contributions to the Prime 
Minister's Relief Fund and the Chief Minister's 
Relief Fund from foundations, Indians living 
abroad and from people of Indian origin. 

Kerala’s Finance Minister Thomas Isaac said on 
Twitter the central government should 
compensate the state for refusing foreign aid.  

 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  4 

($1 = 70.0900 rupees) 
(Reporting by Krishna N. Das Editing by Robert Birsel) 
(( Krishna.Das@tr.com ; +91-98711-18314, +91 11 
4954 8026; Reuters Messaging: 
Krishna.Das.thomsonreuters.com@reuters.net , 

Twitter: https://twitter.com/krishnadas56 )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Indonesia 

Indonesia sells 6.27 trillion rupiah of 

Islamic bonds  

21-Aug-2018  
JAKARTA, Aug 21 (Reuters) –  
Indonesia's finance ministry sold 6.27 trillion 
rupiah ($429.31 million) of Islamic bonds at 
an auction on Tuesday, above the indicative 
target of 4 trillion rupiah, its financing and 
risk management office said. 

The weighted average yields of the project-
based sukuk sold were higher than yields of 
comparable sukuk at the previous auction. 
Total incoming bids for Tuesday's auction were 
14.8 trillion rupiah. 
 
($1 = 14,605 rupiah) 
(Reporting by Nilufar Rizki, Editing by Sherry Jacob-
Phillips) (( nilufar.rizki@thomsonreuters.com ; ( 
+6221 2992 7611) (Reuters Messaging: 
nilufar.rizki.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Malaysia 

Renewal of Bilateral Currency Swap 
Arrangement between Bank Negara 
Malaysia and the People’s Bank of China  

20-Aug-2018  
Bank Negara Malaysia and the People's Bank 
of China has recently entered into an 
agreement to renew the bilateral currency 
swap arrangement with a size of RMB180 
billion/RM110 billion for a further tenure of 
three years. The agreement was first 
established in 2009 and renewed in 2012 and 
2015.  

The renewal of the agreement demonstrates 

continuous commitment in promoting the use of 
local currencies for settlement of bilateral trade 
and direct investment between Malaysia and 
China.  
 
(C) Copyright 2018 - Central Bank of Malaysia 
 
 

Pakistan 

(HK) Pakistan: Sovereign makes quick 

return for US$200m loan  

20-Aug-2018  
The Islamic Republic of Pakistan is back with 
a US$200m one-year bullet loan, one month 
after completing a larger borrowing, sources 

said. 

Credit Suisse is the mandated lead arranger and 

bookrunner of the deal, which has an unspecified 

greenshoe option. 
The interest margin is 200bp over Libor. 
Banks are being invited to join as MLAs with 
commitments of US$30m or above for fees of 
60bp, translating to a top-level all-in pricing of 

260bp. Lead arrangers coming in for US$20m–
$29m receive 55bp for an all-in of 255bp, while 
arrangers taking US$10m–$19m earn 50bp for 
an all-in of 250bp. 
The deadline for responses is mid-September. 
The pricing on the latest loan is the same as that 
on a US$565m one-year loan Pakistan wrapped 

up last month after it exercised a greenshoe 
option. Credit Suisse and Industrial & 

Commercial Bank of China were the MLABs on 
that deal, which also paid a top-level all-in 
pricing of 260bp based on the margin of 200bp 
over Libor. 
Since March 2016, Pakistan has raised a 

combined US$3.27bn via six syndicated loans. 
 
((evelynn.lin@thomsonreuters.com; +852 2912 6607; 
Reuters Messaging: 
evelynn.lin.thomsonreuters.com@reuters.net; Twitter 
@TRLPC)) 
(Editing by Luis Morais) 
(c) Copyright Thomson Reuters 2018 
 
 

Philippines 

Philippine Finance chief wants samurai 

bond issue every other year  

18-Aug-2018  
TOKYO, Aug 18 (Reuters) - Philippine Finance 

Secretary Carlos Dominguez would like his 
country to issue yen-denominated "samurai" 
bonds every two years after a successful 
issuance of such bonds earlier this month, 
Japan's Nikkei business daily on Saturday 
quoted him as saying. 

The Philippines, one of Asia's most active issuers 
of sovereign debt, sold $1.38 billion worth of 

yen-denominated bonds this month, the first 

such issue in eight years. The amount was more 
than the $1 billion the government had earlier 
this year planned to raise from the issue. 
The proceeds will go toward funding President 
Rodrigo Duterte's six-year, $180 billion 
infrastructure programme to lift the Philippine 
economy's growth trajectory, create jobs and 

bring down poverty.  
The Nikkei quoted Dominguez as saying in an 
interview that he had informed a relevant 
government division that he wanted yen-
denominated bonds to be issued every other 
year.  

He was also quoted by the newspaper as saying 

that the samurai bond issue this month was 
aimed at diversifying the methods of raising 

funds after U.S. rate hikes pushed up borrowing 
costs.  
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(Reporting by Kiyoshi Takenaka in Tokyo, Karen Lema 
in Manila; Editing by Simon Cameron-Moore) 
(( kiyoshi.takenaka@thomsonreuters.com ; +81 3 
6441 1810; Reuters Messaging: 
kiyoshi.takenaka.reuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Philippines sells $281 million worth of 

T-bills at auction  

20-Aug-2018  

Aug 20 (Reuters) - Following are the results of 

the Bureau of the Treasury's (BTr) auction of 
T-bills on Monday: 

BTr fully awarded 4 billion pesos ($75.07 
million) worth of 91-day T-bills at an average 
rate of 3.203 percent, lower than the previous 

auction's 3.244 percent. 
Bureau of the Treasury fully awarded 5 billion 

pesos worth of 182-day T-bills at an average 
rate of 4.064 percent, lower than previous 
auction's 4.117 pct. 
Bureau of the Treasury fully awarded 6 billion 
pesos worth of 364-day T-bills at an average 
rate of 4.869 percent, lower than previous 
auction's 4.892 percent. 

 
($1 = 53.2840 Philippine pesos) 
(Reporting by Karen Lema) 
(( karen.lema@thomsonreuters.com ; +632 841-
8938; Reuters Messaging: 
karen.lema.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Korea 

South Korea to issue FX bonds in Sept  

22-Aug-2018  
SEOUL, Aug 22 (Reuters) - South Korea's 

finance ministry plans to sell foreign 
exchange stabilization bonds in September to 
strengthen its reserves against currency 
market volatility, a source with direct 

knowledge of the matter said on Wednesday. 

He did not give any further details.  

South Korea's first sovereign panda bonds, 
worth 3 billion yuan ($436.43 million) issued in 
December 2015, mature in December this year.  
 
(Reporting by Shin-hyung Lee and Cynthia Kim; 
Editing by Vyas Mohan) 
(( Cynthia.Kim@thomsonreuters.com ; 822 3704 
5655; Reuters Messaging: 
cynthia.kim.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

EUROPE 

 

Albania 

Albania sells 8 bln leks (63.7 mln euro) 

of 1-yr T-bills  

20-Aug-2018  
TIRANA (Albania), August 20 (SeeNews) – 
Albania's finance ministry said on Monday it 
raised 8 billion leks ($72.7 million/63.7 
million euro) at an auction of one-year 
Treasury bills, slightly below its plan. 

The average weighted yield on the government 
securities fell to 1.65% from 1.705% at the last 
auction of one-year Treasury bills held on 

August 8, according to data posted on the 
website of the finance ministry. 

 
(1 euro = 125.586 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bulgaria 

Bulgarian government approves 

roadmap to euro membership  

22-Aug-2018  
•Steps to be implemented by mid-2019 
•Sofia must tighten supervision of pension 
funds, insurers 
•Also needs to combat graft, organised crime 

By Angel Krasimirov 

SOFIA, Aug 22 (Reuters) - Bulgaria's 

government approved an action plan on 
Wednesday that envisages the country 
entering the "waiting room" for euro 
membership and also joining the European 
Union's banking union by the end of June next 
year. 

Bulgaria applied in July to enter the exchange 
rate mechanism (ERM-2), a mandatory two-year 

precursor to adopting the euro, after euro zone 
finance ministers and the European Central Bank 

gave Sofia the green light. 
Bulgaria, whose lev currency has long been 
pegged to the euro via a currency board, is 
the first non-euro zone member to seek to 
join the banking union, which will allow the 
ECB to monitor its top lenders. 

To enhance its chances, Sofia must improve its 

macro-financial framework, strengthen 
supervision of non-banking financial sector 
including pension funds and insurance firms, as 
well as working harder for combating money 
laundering. 
It also needs to improve the bankruptcy legal 

framework after reviewing legislation and 
drafting the relevant legislative amendments. 

"Implementation of the above measures will 
ensure compliance with pre-commitments in 
policy areas that are of major importance for the 
smooth transition to ERM-2 and the banking 
union by July 2019 and, as a result, the euro will 

be implemented," the centre-right government 

mailto:Publicdebtnet.dt@tesoro.it
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said in a statement. 
The ECB is expected to carry out an asset 
quality review and stress tests on Bulgarian 
banks before it gives its nod for entry in a 
process that may take a year, but could be 
longer, depending on the Black Sea nation’s 
progress. 

With low inflation, budget surpluses and low 
public debt, Bulgaria already meets the nominal 
criteria for adopting the single currency. 

But its economic output per capita is just half 
the EU average, and widespread graft 
widespread graft and troubles at some of its 
banks have cast a shadow over its euro 
prospects. 
Its fourth largest bank collapsed in 2014 and 
just this week the liquidation of a Cyprus-based 

insurance company left some 200,000 
Bulgarians without car insurance, prompting the 
resignation of the head of insurance supervision. 
 
(Editing by Radu Marinas and Gareth Jones) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia 

Croatia to offer 300 mln HRK, 10 mln 

EUR in T-bills next week  

23-Aug-2018  

ZAGREB, Aug 23 (Reuters) - Croatia will offer 

treasury bills worth 300 million kuna ($46.2 
million) and 10 million euros ($11.4 million) 
at two auctions on Aug. 28, the Finance 
Ministry said on Thursday. 

It will offer one-year paper in both auctions. 
At an auction of one-year kuna-denominated 
bills this week the sale fell short of target.  

One-year euro bills were last auctioned on May 
22 at zero yield. 
The benchmark overnight rate on the local 
money market was quoted at 0.34 percent on 
Thursday, and the one-year rate at 0.53 
percent. Daily market rates change at 0900 

GMT. 

 
($1 = 6.4990 kuna) 
($1 = 0.8744 euros) 
(Reporting by Igor Ilic; editing by John Stonestreet) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Czech Republic 

Czechs to auction up to CZK 16 bln in 

bonds in September, keep reduced 

pace  

20-Aug-2018  

PRAGUE, Aug 20 (Reuters) - The Czech Finance 

Ministry will offer up to 16 billion crowns 
($712.63 million) worth of domestic 

government bonds in four primary auctions in 
September, it said on Monday. 

The Czechs have maintained a reduced pace of 

bond sales since July after heavy borrowing in 
the first half of the year to take advantage of 
still low yields. In June, it sold more than 50 
billion crowns of bonds in auctions but only 35 
billion crowns combined in July and August, 
traditionally slow months. 
The ministry reiterated the maximum 
expected nominal value of bonds sold in 
auctions in the third quarter was planned at 
60 billion crowns. 

It added it would also offer up to 10 billion 
crowns worth of short-term Treasury bills in 
September and confirmed the expected nominal 
value of T-bills sold in the third quarter was 50 

billion crowns excluding roll-over. 
 
($1 = 22.4520 Czech crowns) 
(Reporting by Jason Hovet)  
((prague.newsroom@thomsonreuters.com)(+420 224 
190 477)(Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net)) 
 
 

Hungary 

The amendment of the debt cap rules 

has been published 

22-Aug-2018  

Budapest, 22 August 2018 - The modification of 

the debt cap rules became official by 

publishing the amending MNB Decree in the 
Hungarian Gazette.  
By the amendments applicable from the 1st of 
October, the MNB further encourages the 
expansion of mortgage lending with longer 
interest rate fixation periods, with the aim of 
supporting predictable monthly instalments of 

housing loans and healthy structure and 
sustainability of household lending.  
The Financial Stability Board of the Magyar 
Nemzeti Bank - after concluding consultations 
with market participants and the European 
Central Bank - has adopted the amended MNB 
Decree regulating the payment-to-income 
ratio (PTI), which has just been published in 
the Hungarian Gazette.  

The MNB has already been supporting the 

increase in the share of fixed-interest loans with 
longer interest rate fixation periods using 
multiple instruments, with the aim of mitigating 
households' exposure to interest rate risk and of 
reducing the ratio of less stable floating-rate 
loans. With this objective in mind, the MNB 
decided to modify the rules on the payment-to-

income ratio to differentiate based on the length 
of interest rate fixation periods.  
Because of the 15-20-year-long duration of 
housing loans, it is important to ensure that the 

possible future changes in interest rates in the 
long term do not generate payment difficulties 

for households, or in a worse scenario their 
insolvency. Housing loans with floating-interest 
rates or shorter-term interest rate fixation 

mailto:Publicdebtnet.dt@tesoro.it
mailto:mirka.krufova.thomsonreuters.com@reuters.net)
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periods carry the risk of material rise in the 

monthly instalments of households should 

adverse changes in interest rates occur.  
Accordingly, from 1 October 2018, the new 
PTI rules will prescribe the use of lower PTI 
limits in case of housing loans with duration 
longer than five years depending on the 

interest rate fixation period. Therefore, the 
modified rules also ensure that households shall 

have adequate income buffers also in case of an 
adverse change in interest rates. Borrowers with 
a higher level of income will still be allowed to 
borrow with higher monthly instalments due to 
their higher repayment capacity. From 1 July 
2019, considering also to the increase in nominal 
and real wages in recent years, the Decree 

allows to undertake higher instalments at or 

above HUF 500,000 of monthly income instead 
of the current HUF 400,000.  
New PTI rules on forint mortgage loans from 1 
October 2018  
The MNB Decree also supports the mitigation of 
interest rate risk of loans already disbursed, as 

the debt cap rules shall not be applied in case of 
contract modification or loan refinancing if the 
interest rate fixation period of the new loan does 
not become shorter.  
The MNB offers guidance related to issues in 
connection with the usage of the Decree in a 
'Questions and Answers' format on its website to 

support a common market practice.  
 
(C) Copyright 2018 - Central Bank of Hungary 
 
 

Montenegro 

Montenegro sells 24 mln euro in 182-

day T-bills  

21-Aug-2018  
PODGORICA (Montenegro), August 21 
(SeeNews) - Montenegro sold 24 million euro 

($27.7 million) worth of 182-day Treasury 
bills in an auction held on August 20, the 
central bank said. 

The annual yield on the issue rose to 0.51% 
from 0.34% achieved at the previous auction of 
182-day Treasury bills held on July 16, the 
central bank said in a statement on Monday. 
The government securities will mature on 

February 19, 2019. 
 
($ = 0.867288 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Poland 

Polish government approves 2019 

budget with $7.6 bln deficit  

21-Aug-2018  
WARSAW, Aug 21 (Reuters) - Poland's 

government approved on Tuesday a draft 

2019 state budget assuming a deficit of 28.5 

billion zlotys ($7.59 billion). 

The budget sets revenues at 386.9 billion zlotys 

with spending at around 415.4 billion, the 

government said in a statement. 
For 2018 the deficit was budgeted at 41.5 billion 
zlotys, but it is expected to reach only 28-30 
billion zloty, mainly thanks to a fast growing 
economy that is benefiting from stable growth in 

Germany, Poland's biggest trade partner. 
The draft, which assumes gross domestic 
product growth next year at 3.8 percent and 
average inflation of 2.3 percent, should be sent 
to parliament by the end of September for 
approval and then to president, an ally of the 
ruling Law and Justice (PiS) party. 

 
($1 = 3.7530 zlotys) 
(Reporting by Pawel Sobczak 
Writing by Marcin Goclowski; editing by David Stamp) 
(( marcin.goclowski@thomsonreuters.com ; +48 22 
6539724; Reuters Messaging: 
marcin.goclowski.reuters.com@thomsonreuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Poland rate-setters see stable rates 

ahead 

23-Aug-2018  
WARSAW, Aug 23 (Reuters) - The majority of 

Polish rate-setters have said keeping interest 
rates stable would help meet the inflation 
target and support balanced economic 
growth, minutes from their July meeting 
showed on Thursday.  

"These Council members pointed out that the 

need to take into account monetary conditions in 
the immediate environment of the Polish 
economy, as well as the heightened uncertainty 
about the outlook for the global economy, also 
spoke in favour of keeping the current level of 
interest rates in the coming quarters," the 

minutes showed. 
Most council members said inflation would 
remain close to the target in the projection 
horizon, in line with the July forecast.  
Poland's central bank kept its benchmark 
interest rate unchanged at a record low of 1.50 

percent at its meeting in July. 

 
(Reporting by Agnieszka Barteczko 
Editing by Edmund Blair) 
(( agnieszka.barteczko@thomsonreuters.com ; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Romania 

Romania sells 490 mln lei (105 mln 

euro) of 2022 T-notes, yield falls  

23-Aug-2018  
BUCHAREST (Romania), August 23 (SeeNews) - 
Romania sold on Thursday 490 million lei 
($122  million/105 million euro) worth of 
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Treasury notes maturing on March 8, 2022, 
above the initial target, central bank data 

showed. 

The average accepted yield fell to 4.19% from 
4.52% achieved at the last auction of 
government securities of the same issue held in 
July, the data indicated. 
Demand for T-notes, which carry an annual 
coupon of 3.40%, fell to 1 billion lei on Thursday 

from 1.19 billion lei at the auction in July. 
The issue will be reopened on Friday when the 
finance ministry hopes to raise 45 million lei in a 
non-competitive tender. 
Since the beginning of 2018, the finance 
ministry has sold roughly 23.5 billion lei and 
has raised 2 billion euro on international 
markets from the sale of 2028 and 2030 

Eurobonds, as well as $1.2 billion of 2048 
dollar bonds. 

The ministry plans to auction 2.8 billion lei worth 
of government securities in August, including 
330 million lei in non-competitive offers. 
 
(1 euro=4.6490 lei) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Russia 

Russia cancels weekly OFZ bonds 

auction due to market volatility  

21-Aug-2018  
MOSCOW, Aug 21 (Reuters) - Russia will not 

hold its regular weekly auction of government 
bonds on Wednesday due to a rapid increase 
in volatility on financial markets, the finance 
ministry said on Tuesday. 

The halt is the first of its kind since April. 
Yields for Russia's rouble-denominated OFZ 
bonds, which used to be popular among foreign 

investors, sky-rocketed this month while the 
rouble plummeted after Washington said it 
would impose more sanctions against Moscow. 
The finance ministry said it would resume 
weekly auctions after debt markets stabilised. 
 
(Reporting by Andrey Ostroukh and Elena 
Fabrichnaya; editing by John Stonestreet) 
(( andrey.ostroukh@thomsonreuters.com ; +7 495 
775 1242; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Russian Eurobonds correct up on 

higher appetite for risk  

22-Aug-2018  

MOSCOW. Aug 22(Interfax) - Most Russian 

Eurobonds are correcting up moderately in 
price on Wednesday on higher appetite for 
risk. 

US Treasuries are holding steady and sovereign 

spreads are inching narrow. 
Russia's benchmark 2030 bonds were up 15 
basis points from previous closing by 6:15 p.m. 

Moscow time at 109.39% with yield at 4.43% 
per annum, 5 bps lower. Four-year US 

Treasuries were down 0.3 bps from previous 

closing at 98.727%, with yield unchanged at 

2.58%. Spread between Russia-30 and UST4 
narrowed 5 bps to 185 bps. 
Russia's 2043 bond was up 67 bps at 106.29% 
yielding 5.41%, down 5 bps; the 2042 bond was 
up 54 bps at 102.32%, yielding 5.375%, down 4 
bps; the 2026 bond was up 33 bps at 99.12% 

with yield down up 5 bps to 4.89%; and the 
2023 bond rose 36 bps in price to 102.15% 
yielding 4.4%, down 8 bps. 
The new 2047 bond was up 22 bps to 94.64% 
with yield up down 1.5 bps to 5.63%; and the 
new 10-year bond maturing in 2027 was up 29 

bps at 95.04%, with yield down4 bps at 4.95%. 
 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2018 Interfax. All rights reserved. 
 
 

Turkey 

Turkish sovereign dollar bonds fall, 

CDS rise  

20-Aug-2018  
LONDON, Aug 20 (Reuters) - Turkish sovereign 

dollar bonds fell across the curve on Monday 
and the cost of insuring exposure to Turkish 

debt rose after sovereign credit ratings 
downgrades by Moody's and S&P Global on 
Friday. 

In addition, shots were fired at the U.S. 
Embassy in Ankara, compounding tensions 
between Turkey and the United States as a 
dispute over Turkey's detention of an American 
pastor simmered. 

Turkey's 2045 Eurobond fell 1 cent to 80.02 
cents in the dollar according to Tradeweb, while 
the 2043 issue fell 0.997 cents to 68.4 cents. 
Five-year credit default swaps rose 5 basis 
points (bps) from Friday's close to 503 bps, 
according to data from IHS Markit. 
 
(Reporting by Claire Milhench; Editing by Toby Chopra) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

With recession looming, Argentina's 

Macri lacks options to defend peso  

19-Aug-2018  
By Hugh Bronstein 

BUENOS AIRES, Aug 19 (Reuters) - With 

interest rates sky-high and the economy 
heading for recession, Argentina's President 
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Mauricio Macri is running short of options to 
stem a slide in the peso, economists say, 

leaving the battered currency at the mercy of 
volatility in emerging markets. 

Macri's government has already taken a series of 
measures to restore confidence in the peso since 
it came under pressure in May, reviving 
memories of a painful 2002 economic crisis in 
Latin America's third-largest economy.  

The peso, which has fallen around 40 percent so 
far this year, rivals the Turkish lira as the 
world's worst performing currency in 2018.  
Argentina's central bank hiked interest rates 
to 40 percent in May, and Macri sealed a $50-
billion deal with the International Monetary 
Fund in June - removing the need for outside 
funding and briefly steadying the peso. His 
government has since announced more than 
$2 billion in budget savings.  

But jitters returned in recent weeks as Turkey's 
financial crisis roiled emerging markets, after 
Turkish leader Recep Tayyip Erdogan clashed 
with U.S. President Donald Trump. Emerging 
market investors were already unnerved by the 
U.S.-China trade tensions and the Federal 
Reserve's tightening. 

Confidence in Argentina was also shaken by a 
major corruption scandal in the construction 
sector, expected to damage economic growth 
already hit by a drought that crippled vital 
agricultural production. 
The peso has tumbled 8.5 percent against the 

dollar in the past two weeks despite Argentina's 
central bank again hiking rates to 45 percent. 
On Wednesday, the bank was forced to sell $781 
million in reserves to support the peso, before 
tightening reserve requirements a day later. 
Such dizzying interest rates and the fiscal 
measures would normally be enough to halt a 

currency run but sentiment was being dictated 
by global events, said Alberto Bernal, chief 
strategist at XP Investments in New York. 
"Seventy percent of the problems facing 
Argentina are external in nature," Bernal said. 
"Macri needs luck ... He needs Trump to go 
easier against China and Europe. He needs 

Erdogan to come to his senses and he needs a 

weaker dollar, which means he needs the U.S. 
Federal reserve to be a little less aggressive in 
its policy guidelines." 
While economists are urging Turkey's Erdogan 
to adopt a series of policy measures to restore 
confidence in the economy - including 
strengthening central bank independence, 

raising interest rates and fiscal tightening - 
business-friendly Macri has already 
announced many of these. 

A major challenge for Argentina is that interest 
rate rises have limited impact in fighting inflation 
because consumers and businesses use little 
credit after years of financial crises, economists 
say. Inflation jumped to 31 percent in June. 

Last year, private sector credit made up just 16 
percent of gross domestic product (GDP) in 
Argentina, compared to 113 percent in 
neighboring Chile, according to World Bank 
figures. 

Similarly, on the fiscal front Macri's options are 

limited. He has already suspended a reduction in 

soy export taxes and unveiled other fiscal 
measures worth around $2.2 billion in savings. 
Yet a weakening economy leaves Macri with few 
policy levers to pull without inflicting further 
damage. Despite high expectations at the start 
of 2018, the currency crisis and drought have 

slammed Argentina's $640 billion economy into 
reverse. 
After growing 3.6 percent in the first quarter, 
the economy shrank 5.8 percent in May when 
the crisis struck, according to official 
statistics. It is due to re-enter recession in the 
third quarter, economists say, only two years 
after it returned to growth.  

With Macri expected to seek a second four-year 

term next year, major spending cuts and tax 
rises are politically unpalatable.  
Diego Ferro, partner and portfolio manager at 
Greylock Capital in New York, said that until 
recently investors had been happy with 
Argentina's gradualist approach, but market 
turmoil had made them impatient for results 

from Macri's government. 
“They have shown that they are on the right 
path and under normal circumstances this would 
be enough," said Ferro. "But after the 
disappointments they have suffered and the 
overall concern about emerging markets, it 

might not yet be enough to prompt a turnaround 
in the market." 

POLITICAL PRESSURES  
Some investors are also concerned that 
political pressures in Argentina will make it 
difficult to implement reforms. The changes to 
soy taxes have already proven unpopular with 
the farm lobby, a key base of his support. 

Riot police were needed to control 

demonstrators in December when Congress 
passed pension changes. Unions have protested 
over planned labor reforms that have now 
stalled in the legislature, where there is 
resistance to the fiscal tightening required by 
the IMF deal. 
Macri agreed with the Fund to cut Argentina's 

fiscal deficit from 3.7 percent of gross domestic 

product last year to 2.7 percent in 2018 and 1.3 
percent in 2019.  
Many ordinary Argentines blame Macri for 
worsening inflation after cuts to public utility 
subsidies - a key plank of his economic platform 
- drove water and heating bills higher. 

Macri admitted on Friday that poverty would rise 
this year because of high inflation. 
"He's very constrained because of the social 
tensions that are blowing up due to the slowing 
economy," said Buenos Aires-based economist 
Gustavo Ber. 
Economists expect the economy to contract 
0.3 percent this year and grow 1.5 percent 
next year, according to the most recent 
central bank survey. 

Macri has defended his gradual approach to 
reform, saying it was needed to shelter ordinary 
Argentines from a drop in living standards. 
Yet for some, Macri squandered an opportunity 
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for sweeping change after he was elected in 

2015 amid frustration with outgoing President 

Cristina Fernandez's administration of 12 years 
of leftist rule. 
"Macri is doing the right things but he's doing 
them two years too late," said Guillermo Nielsen, 
an economist and former finance secretary in 
the left-leaning government of Nestor Kirchner.  

"He did not make the changes that the Argentine 
economy needed to get back to growth," he 
said. "I don't see Argentina coming back 
anytime soon." 
 
(Additional reporting by Eliana Raszewski, Luc Cohen, 
Walter Bianchi and Jorge Otaola 
Editing by Daniel Flynn and Nick Zieminski) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

 
 

Argentina sells $2.1 bln in notes, seeks 

to lengthen maturities  

23-Aug-2018  
By Eliana Raszewski 

BUENOS AIRES, Aug 22 (Reuters) - Argentina 

sold $2.1 billion in three- and six-month 
treasury notes, the Treasury Ministry said on 
Wednesday, as it seeks to direct investors 
away from shorter-term central bank debt and 
into longer duration instruments.  

The amount sold represented more than double 
the $1 billion in dollar-denominated treasury 

notes that mature on Friday.  
The central bank announced last week that it 
would speed up plans to unwind its outstanding 
stock of short-term central bank notes known as 
Lebacs, which have durations of as little as 35 
days. 
That move was praised by the International 

Monetary Fund (IMF), which earlier this year 
inked a $50 billion financing deal with 
Argentina after a run on the peso currency, 
since the Lebacs' monthly maturities often 
generate market volatility.  

But the plan is risky in its own right. The peso 

could fall further if investors who previously held 
Lebacs buy dollar-denominated assets, which 
could accelerate inflation. The peso has lost 

more than 30 percent against the U.S. dollar this 
year, while inflation is running at an annualized 
rate of 31.2 percent.  
"Unwinding the stock of Lebacs opens space for 
new instruments," said a Treasury Ministry 
official who spoke on condition of anonymity. 
"Treasury notes in pesos are starting to fill part 

of that space."  
The official said that if the government 
manages to roll over 40 percent of the 
treasury notes maturing this year, that would 
meet all its financing needs for the rest of 

2018. If it rolls over all the maturing notes, the 
government would be financed through the end 
of March 2019, the official said.  

Wednesday's auction was split between $913 
million in dollar-denominated notes and 36.4 

billion pesos ($1.2 billion) in peso-denominated 

notes. 

That included 25.9 billion pesos in 98-day notes 
at a nominal annual interest rate of 42.14 
percent, 10.6 billion pesos in 217-day notes at a 
nominal annual interest rate of 39.74 percent, 
and $913 million in 203-day dollar notes at a 
nominal annual interest rate of 5.25 percent. 

Those rates were in line with those in the 
secondary market, the official said. 
 
($1 = 30.25 Argentine pesos) 
(Reporting by Eliana Raszewski and Luc Cohen; Editing 
by Christian Plumb and Sandra Maler) 
(( luc.cohen@thomsonreuters.com ; +54-11-4318-
0645; +54-9-11-2313-4203; Reuters Messaging: 
luc.cohen.thomsonreuters@reuters.net ; Twitter 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Colombia 

Colombia finance minister on 2019 

budget proposal  

21-Aug-2018  

BOGOTA, Aug 21 (Reuters) - The following are 

key comments on the economy from 
Colombian Finance Minister Alberto 
Carrasquilla, who spoke on Tuesday in a 
congressional debate about next year's 
budget proposal. 

"This budget is characterized by a large increase 
in the payment of public debt and, in second 
place, a very strong fall in public investment." 

 "We are working in a way where we can 
reorganize this budget. The proposal we have is 
to work with this figure of 258.9 trillion pesos 
and guarantee comprehensive compliance with 
this budget and at the same time with fiscal 
targets." 
 "We are going to get to a deficit of 2.4 
percent (of GDP) in 2019 and we'll keep 
adjusting according to what the fiscal rule 
says." 

 "We're seeing that economic growth in 

Colombia is starting to modestly recover and we 
are in agreement in thinking that 2019 will be a 
bit better than 2018. We're seeing a growth rate 
on the order of 3.4 to 3.5 percent." 

 "We see a stable exchange rate, in the sense 
that it will stay on the order of 3,000 pesos (per 
dollar)." 
 "We have set out a (2019) projection of $65 per 
barrel (of oil) in the case of Brent."  
 "We are thinking that total income will be about 

15.7 percent of GDP, mostly from taxation 
income, which represents 13.5 percent." 
 
(Reporting by Carlos Vargas and Nelson Bocanegra 
Writing by Julia Symmes Cobb Editing by Bill Trott) 
(( julia.cobb@thomsonreuters.com ; +571-518-5381) 
) 
(c) Copyright Thomson Reuters 2018. 
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AFRICA 
 

Angola 

Angola seeks IMF financial support 

programme  

20-Aug-2018  
LUANDA, Aug 20 (Reuters) - Angola's Finance 

Ministry said on Monday it has sought 
financial support from the International 
Monetary Fund due to poorer than expected 
economic growth this year. 

The statement on the ministry's website did not 
say how much the requested Extended Fund 
Facility would be worth. It said the IMF has been 

invited to Luanda in October to negotiate the 
programme. 
 
(Reporting by Stephen Eisenhammer 
Editing by Mark Heinrich) 
(( Olivia.Kumwenda@thomsonreuters.com ; +27 11 
775 3159; Reuters Messaging: 

olivia.kumwenda.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Angola sovereign dollar debt gains 

after IMF confirms talks  

22-Aug-2018  

LONDON, Aug 22 (Reuters) - Angolan dollar-

denominated debt gained on Wednesday after 

the International Monetary Fund (IMF) 
confirmed it would begin talks with the oil-
producing nation over financial support. 

Angola's 2025 Eurobond rose 1 cent to 112 
cents in the dollar, according to Tradeweb, the 
highest level since Aug. 10. 

Angola's Finance Ministry said on Monday it had 
sought financial support from the IMF. It did not 
provide further detail on how much money was 
involved.  
 
(Reporting by Claire Milhench; editing by John 
Stonestreet) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Ghana 

Ghana opposition seeks IMF view on $2 

bln Chinese Bauxite deal  

23-Aug-2018  
By Kwasi Kpodo 
ACCRA, Aug 23 (Reuters) - Ghana's opposition 

in parliament wants the International 
Monetary Fund (IMF) to decide whether a $2 
billion Chinese deal agreed by the government 
in exchange for bauxite will add to the 
country's debt burden, it said on Thursday. 

Under the deal, approved by Ghanaian 
lawmakers last month, China's Sinohydro Corp 

Ltd will provide $2 billion for government road 

projects in exchange for refined bauxite exports. 

President Nana Akufo-Addo is expected to visit 
China next week to finalise the deal, which the 
government has described as a barter deal and 
not a loan facility.  
But minority leader in parliament Haruna Iddrisu 
told Reuters his side considers the deal to be a 

loan with implications for an already over-
burdened taxpayer, and had written to seek the 
IMF's verdict.  
He said the decision to write to the IMF 
stemmed from past statements by the 
government that debt servicing costs were 

among the factors constraining Ghana's 
development programme. 
"It is our strong belief that this Sinohydro 
deal is a loan which is coming to add to the 
debt stock and we are concerned about the 
burden of additional borrowing cost on the 
over-burdened taxpayer," Iddrisu said. 

IMF Ghana chief Natalia Koliadina confirmed her 
office had received the letter. "We have received 

information from the parliamentary minority 
regarding the Ghana-China bauxite deal. We will 
need to have more information to determine the 
nature of the transaction," Koliadina said in 
email response to Reuters. 
Ghana is in its final year of a $918 million credit 
deal agreed with the IMF in 2015 and must meet 

benchmarks including trimming its public debt to 
successfully exit in December. 
Ratings agency Moody’s estimates that 
Ghana’s debt will rise above 70 percent of 
gross domestic product (GDP) by December, 
compared with 63.8 percent as of May, driven 
mainly by a decision by the government to 
finance the setting up of a new bank to 
acquire the assets of distressed lenders.  

Ghana, which exports gold and cocoa, plans to 

build a bauxite refinery by the end of next year. 
 
(Reporting by Kwasi Kpodo 
Editing by David Holmes) 
(( kwasi.kpodo@thomsonreuters.com ; 
+233244696990; Reuters Messaging: 
Kwasi.Kpodo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Kenya 

Kenya's bid to lengthen domestic debt 

maturity faces challenges  

20-Aug-2018  
NAIROBI, Aug. 20 (Xinhua) -- Kenya's bid to 

put most of its domestic debt in long-term 
government securities is facing challenges as 
investors in search of higher yields shun 
Treasury bond for bills. 

Investors for the better part of this year have 

kept off T-bonds, with most offers ending up 
being undersubscribed as compared to Treasury 
bills. 

In April, the Kenyan government issued a 400 
million U.S. dollars bond for budgetary support, 
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the offer raised 220 million dollars in bids, and 

only 200 million was accepted by the Central 

Bank. 
Similarly, in May, a 400 million dollars bond 
attracted bids worth 200 million dollars, while in 
June and July; Treasury bonds worth the same 
values recorded the worst bids, according to the 
National Treasury. 

In June, the government bond attracted only 
100 million in bids while in July, investors put in 
130 million in bids. 
"The government has not achieved much in 
lengthening their liability profile mainly due to 
the poor performance of the longer dated 
bonds in the auction market," Cytonn, a 
Nairobi-based investment firm noted Monday 
in a brief. 

The government has been issuing long-term 
bonds to lengthen the average maturity time for 
the total debt portfolio, which stood at 7.1 years 
as at the end of the fiscal year 2017/2018, a 
decline from 7.8 years as at the end of 
2016/2017. 
"We attribute the low-performance rate to the 

relatively flat yield curve on the long-end 
making it relatively unattractive to hold longer-
term bonds considering the current uncertainties 
in the interest rate environment," said Cytonn. 
This month, the Kenyan government has issued 
a new medium-term 10-year Treasury bond in a 

bid to raise 400 million dollars for budgetary 
support. 
With interest rate standing at between 12.7 
percent and 13 percent, which is similar to 
those for short-term bills, Cytonn forecasts 
that the bond that would be auction later this 
month would be undersubscribed. 

The East African nation's domestic and external 
debts currently stand at 25 billion dollars each, 

following accelerated borrowing.  
 
Copyright (c) 2018 Xinhua News Agency 
 
 

South Africa 

Parliament of South Africa - PBOs 

Encouraged to Play a Role in Ensuring 

Public Participation in Budget 

23-Aug-2018  
At a time when many public institutions are 
facing a decline in public trust, it is important 
for Parliamentary Budget Offices (PBOs) to 
maintain the credibility they gained in their 
early years of establishment, by continuing to 
provide quality support to parliaments in 
pursuit for better governance, fiscal oversight 
as well as economic development.  

This comment was made by the Vice-President 
of the Institute of Fiscal Studies and Democracy 
at the University of Ottawa, Mr Sahir Khan, 

during the 3rd Annual African Network of 
Parliamentary Budget Offices Conference.  
Members of Parliament and provincial 
legislatures joined PBOs from across the African 
continent, as well as those from Canada and the 

United Kingdom, for two days of deliberations on 

the theme: 'The Role of PBOs in African 

Parliaments' Fiscal Oversight: Contribution to 
the African Development Agenda'. 
The aim of the conference was to share best 
practices and experiences on how to strengthen 
oversight on good governance and financial 
management.  

Mr Khan said the emergence of the PBO concept 
in recent times has seen more parliaments from 
developing countries playing a more active role 
in the budgeting process of their countries, and 
called on them to defend their credibility.  
The conference also discussed the fact that in 

many developing and transitional countries, 
parliaments are moving in the direction of 
greater budget activism, occasioned by 

democratisation and constitutional reforms, 
thereby creating opportunities for legislatures to 
redefine contribution to public budgeting.  
PBOs were also encouraged to play a role in 

ensuring public participation in the budget-
making process. The Chairperson of the 
Standing Committee on Finance, Mr Yunus 
Carrim, said PBOs continue to be the link 
between national treasuries and legislatures, 
and must be protected from undue influence.  
'Public participation in the budget process has 

to improve and PBOs have to play a role in 
this regard, PBOs are not serving parliaments 
only, they area also serving the people out 
there by supporting MPs (Members of 
Parliament) in fulfilling the wishes of the 
people,' Mr Carrim said.  

PBOs are specialised units within the legislative 
branch that are supposed to produce objective 
budgetary, fiscal and programmatic information 

for the legislators. They provide objective 
analysis directly to their respective parliaments 
about the state of the nation's finances and 
trends in the national economy.  
 
By Sakhile Mokoena  
(C) Copyright 2018 - Parliament of South Africa 
 

GLOBAL 
 

World Bank launches world-first block 

chain bond  

23-Aug-2018  

•First bond offered to public investors 
managed via blockchain 
•A$100 million ($73.16 million) of two-year 
paper on offer 
•Commonwealth Bank of Australia wins sole 
mandate  

By Paulina Duran and Alun John 

SYDNEY, Aug 23 (Reuters) - The World Bank 

has priced the world's first public bond 
created and managed using only blockchain in 
a A$100 million ($73.16 million) deal 
designed to test how the technology might 
improve decades-old bond sales practices. 

Commonwealth Bank of Australia, the sole 
manager of the deal, said in a statement that 
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the two-year bonds had priced to yield 2.251 

percent and would settle Aug. 28.  

The prototype deal, dubbed a "Bondi" bond - 
standing for Blockchain Operated New Debt 
Instrument as well as a reference to Australia's 
most famous beach - is being viewed as an 
initial step in moving bond sales away from 
manual processes towards faster and cheaper 

automation. 
"You’re collapsing a traditional bond issuance 
from a manual bookbuild process and allocation 
process, an extended settlement then a registrar 
and a custodian, into something that could 
happen online instantaneously," James Wall, 

executive general manager at CBA told Reuters 
in an interview earlier this month.  
The World Bank, whose bonds carry an AAA 
rating, regularly uses its borrowing power to 
help develop new bond markets as well as 
pioneering new means for selling and trading 
the securities.  

It issues between $50 billion and $60 billion a 
year of bonds to back economic progress in 

developing countries.  
Australia is a popular test site for market 
developments because of its well-established 
financial infrastructure and the familiarity of 
international investors with the Australian dollar, 
which is one of the most-traded currencies in the 
world. 

Earlier this year Russia's MTS, a telecoms 
operator, and Sberbank claimed a world-first 

blockchain bond. 
The deal, for 750 million roubles ($11.20 
million) of 182-day paper, was however 
privately placed, rather than offered for wider 
auction, as is the norm and the case with the 

World Bank deal.  
While there have been other prototypes or 
parallel simulation blockchain projects in the 
market before, CBA said the World Bank bond 
will be the first time that capital is raised from 
public investors through a legally valid bond 

issuance that uses blockchain from start to 
finish.  
CBA set the price for the "kangaroo" deal at 23 
basis points above benchmark rates. Kangaroo 

bonds are bonds issued in Australian dollars by 
foreign institutions.  
The bank's blockchain push comes as the 

Australian Securities Exchange plans to switch to 
using distributed ledger (blockchain) technology 
to clear and settle equities trades from 2020 to 
help cut costs.  
 
($1 = 1.3669 Australian dollars) 
($1 = 66.9725 roubles) 
(Reporting by Paulina Duran and Alun John; Editing by 
Jennifer Hughes and Eric Meijer) 
(( paulina.duran@thomsonreuters.com ; +61 2 9321 
8177 ; Reuters Messaging: 
paulina.duran.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

 

 

GLOBAL MARKETS-Asia slips after U.S.-

China trade talks end without progress  

24-Aug-2018  
•MSCI Asia-Pacific index down 0.25 pct, 
Nikkei up 0.65 pct 

•Spreadbetters expect European stocks to 
open mixed 
•Fed Powell's Jackson Hole speech eyed for 
near-term cues 
•Dollar buoyant against major peers, hits 2-
week high vs yen 
•Australia gets new leader, battered Aussie 
given respite  

By Shinichi Saoshiro 
TOKYO, Aug 24 (Reuters) - Asian stocks fell on 

Friday after U.S.-China trade talks ended 
without progress and market focus shifted to 
a speech by the Federal Reserve chairman for 
fresh clues on the direction of U.S. monetary 
policy. 

Spreadbetters expected European stocks to open 
mixed, with Britain's FTSE dipping 0.15 percent, 
Germany's DAX rising 0.1 percent and France's 
CAC  edging up 0.05 percent. 

U.S. and Chinese officials ended two days of 
talks on Thursday with no major breakthrough. 
At the same time, their trade war escalated with 
another round of duelling tariffs on $16 billion 
worth of each country's goods taking effect. 
MSCI's broadest index of Asia-Pacific shares 
outside Japan shed 0.25 percent. It was still up 

about 1 percent on the week. 
Hong Kong's Hang Seng fell 0.55 percent and 
the Shanghai Composite Index dropped 0.35 
percent. 
Australian stocks rose 0.15 percent and South 
Korea's KOSPI advanced 0.2 percent. Japan's 

Nikkei climbed 0.65 percent, lifted by a weaker 
yen. 
"Global risk sentiment remains somewhat 
jittery ahead of Fed Chair Powell's speech 
with U.S.-Sino trade talks failing to yield any 
immediate progress," strategists at OCBC 
Bank wrote. 

The S&P 500 shed 0.17 percent overnight to pull 
back slightly from a record high scaled midweek, 

with industrial shares sagging after the United 
States and China imposed a fresh round of trade 
tariffs on each other. 
Shares of industrial giants Caterpillar Inc and 
Boeing Co, bellwethers of trade confidence, were 
among the biggest drags on the Dow, which lost 
about 0.3 percent. Caterpillar shares fell 2.0 

percent, and Boeing shares fell 0.7 percent. 
In immediate focus was the speech by the Fed 
Chairman Jerome Powell to be given later on 
Friday at the Jackson Hole, Wyoming, meeting of 
central bankers.  
Where Powell stands on the pace of interest 
rate hikes will be scrutinised after minutes 

from the Fed's most recent policy meeting 
indicated the central bank would tighten 
monetary policy soon. 

"For equities, the key point will be whether 
Powell indicates that the Fed is poised to hike 
rates two more times this year. That would fall 
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in line with expectations and not cause much of 

a stir," said Soichiro Monji, senior economist at 

Daiwa SB Investments in Tokyo. 
"Any mention of recent turbulence in the 
emerging markets may also provide the risk 
asset markets with some relief." 
U.S. President Donald Trump reiterated his 
displeasure with the Fed's rate hikes earlier this 

week and investors waited to see whether Powell 
would respond to such criticism. 
The Fed should raise rates further this year 
and probably next year as well, despite 
Trump's opposition to tighter policy, Kansas 
City Fed President Esther George said in 
interviews aired on Thursday 

Dallas Fed President Robert Kaplan also said 
Trump's comments would not affect the central 

bank's decision making. 
The dollar index against a basket of six major 
currencies stood at 95.567, holding most of its 
gains after rising 0.55 percent overnight to snap 
a six-day losing run. 
The greenback extended its overnight surge to 

touch a two-week high of 111.49 yen. The euro 
was 0.15 percent higher at $1.1553 after 
retreating 0.5 percent the previous day. 
The Australian dollar received some respite after 
Australian Treasurer Scott Morrison won a ruling 
party leadership vote, paving the way for him to 
become the country's next prime minister and 

ending a week of political uncertainty. 
The Aussie was up 0.4 percent at $0.7277. On 

Thursday, it slumped 1.4 percent as Australian 
Prime Minister Malcolm Turnbull faced challenges 
to his leadership. 
Onshore Chinese yuan slipped 0.2 percent to 
6.8916 per dollar, its weakest in a week.  

Oil prices edged higher. While the trade conflict 
between Washington and Beijing darkens the 
economic outlook, the supply versus demand 
position in oil markets remains relatively tight -
especially because of the looming U.S. sanctions 
against Iran.  

Brent crude futures rose 0.45 percent to $75.07 
per barrel, while U.S. crude added 0.6 percent to 
$68.25. 
 
(Reporting by Shinichi Saoshiro 
Editing by Eric Meijer and Sam Holmes) 
(( shinichi.saoshiro@thomsonreuters.com ; Reuters 
Messaging: shinichi.saoshiro.reuters.com@reuters.net  
+813-6441-1774) ) 
(c) Copyright Thomson Reuters 2018. 
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