
  

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 

  1 

                         Click the links below for more info:  

 
>> PDM Network 
 

>> Emerging Markets Weekly Newsletter 
 

>> Bimonthly Newsletter 
  

Emerging Sovereign Debt Markets NEWS 

 
                               Number 21 Week 18 – 24 May  2019  

                                                                

      

     

 

 
ASIA ................................................................... 2 

GCC Gulf Cooperation Council ........................ 2 
GCC bond, sukuk issuance surge by $32bn 
in Q1 ......................................................... 2 

China ............................................................. 3 

China issues 3.6 trln yuan of bonds in 
April .......................................................... 3 

Moody's Says Chinese Local Governments 
To Benefit Overall From Changes To Land 
Policy ........................................................ 3 

Hong Kong ..................................................... 3 

Hong Kong raises $1 bln in 
oversubscribed first green bond ............... 3 

Fitch Assigns Hong Kong's USD Bond Final 
'AA+' Rating ............................................. 4 

India .............................................................. 4 
India Bonds Up For 2nd Day As Modi Govt 
Set To Win Second Term ........................... 4 

India RBI Likely To Set 0.07 Paise As 
Underwriting Fee For Benchmark Bond .... 5 

Indonesia ...................................................... 5 
Indonesia raises 10.8 trln rupiah from 
debt auction, below target ........................ 5 

Lebanon ......................................................... 5 
Lebanon agrees most items in budget 
with deficit of 7.6% of GDP ...................... 5 

Lebanon paid $650 million maturing 
eurobond on Monday with central bank 
help .......................................................... 6 

Lebanon delays final session on budget to 
Friday ....................................................... 6 

Lebanon budget stabilises finances, falls 
short on reform ........................................ 6 

Oman ............................................................. 7 
Oman hires banks for bond issue, deal 
could raise $2 billion................................. 7 

Saudi Arabia .................................................. 7 
Saudi Arabia sells 2.84 bln riyals in sukuk 
monthly issuance ...................................... 7 

South Korea ................................................... 7 
Moody's Says Korea's Credit Profile 
Remains Strong Despite Recent 

Challenges ................................................ 7 

Moody's says Korea's credit profile 
remains strong despite recent challenges.7 

EUROPE .............................................................. 7 

Albania .......................................................... 7 
Albania to sell 4 bln leks (32.4 mln euro) 
of 5-yr T-notes on May 23 ......................... 7 

Bosnia ........................................................... 8 
Bosnia's Serb Republic sells 35 mln marka 
(17.9 mln euro) of 7-yr T-bonds ............... 8 

Bulgaria ......................................................... 8 
Bulgaria posts 1.1 pct/GDP current 
account surplus through March ................ 8 

Croatia ........................................................... 8 
Croatia's T-bill auctions surpass targets, 
yields largely flat ...................................... 8 

Croatia to sell 300 mln kuna (40.4 mln 
euro) of 1-yr T-bills on May 28 ................. 8 

Cyprus ........................................................... 9 
DBRS Confirms Republic of Cyprus at BBB 
(low), Stable Trend ................................... 9 

Czech Republic ............................................ 11 
Czech government sticks to 2020 budget 
deficit target ........................................... 11 

Czechs again put euro-denominated state 
bonds among June offer ......................... 11 

North Macedonia ......................................... 12 
North  Macedonia to sell 2 bln denars 
(32.3 mln euro) of 1-yr T-bills on May 2812 

Romania ...................................................... 12 
Romania's central bank board 
unanimously voted to hold rate .............. 12 

Romania sells 320 mln lei (67 mln euro) 
in 2031 T-bonds, yield falls ..................... 12 

Russia .......................................................... 12 
Russian Eurobonds fall moderately amid 
decreased risk appetite .......................... 12 

Serbia .......................................................... 13 
Serbia sells 38.7 mln euro of 5-yr T-notes, 
yield falls ................................................ 13 

           Table  of  contents 

mailto:Publicdebtnet.dt@tesoro.it
http://www.publicdebtnet.org/pdm/home/
http://www.publicdebtnet.org/pdm/newsletter/weekly-newsletter/
http://www.publicdebtnet.org/pdm/newsletter/bimonthly-newsletter/


  

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 

  2 

Slovakia ....................................................... 13 

Slovakia sells 115.5 mln euros of 2031 
bonds ...................................................... 13 

Turkey ......................................................... 13 

Turkish central bank net international 
reserves at $24.88 bln as of May 17 ....... 13 

Ukraine ........................................................ 13 
Adviser to Ukraine president sees possible 
new IMF deal after snap election ............ 13 

LATIN AMERICA AND CARIBBEAN .................... 13 

Argentina ..................................................... 13 
Argentina sells $900 mln worth of 
Treasury notes ........................................ 13 

Brazil ........................................................... 14 
Fitch Affirms Brazil At 'BB-'; Outlook 
Stable ..................................................... 14 

Brazil eyes another round of budget 
freezes, weighing on economy ................ 14 

Brazil's Guedes sees 'favorable surprise' 
on pension reform in 60 days ................. 15 

Chile ............................................................ 15 
Chile puts best foot forward in tough 
market .................................................... 15 

Colombia ..................................................... 16 
Moody's Changes Colombia's Outlook To 
Stable From Negative, Affirms BAA2 
Ratings ................................................... 16 

Fitch Revises Colombia's Outlook to 
Negative ................................................. 16 

Mexico ......................................................... 16 

Mexican health service chief quits over 
spending cuts ......................................... 16 

Venezuela .................................................... 17 
Venezuela opposition hires veteran 
lawyer Buchheit to help restructure debt17 

AFRICA ............................................................. 17 

Congo Republic ............................................ 17 
Congo Republic senate approves 
restructuring of China debt ..................... 17 

Congo Republic's IMF bailout at risk over 
debt deals ............................................... 18 

Fitch Ratings: IMF Deal Would Ease 
Republic of Congo Liquidity Constraints . 18 

Egypt ........................................................... 19 
Egyptian government debt surges in 201819 

Egypt's central bank keeps key interest 
rates unchanged ..................................... 19 

Ivory Coast .................................................. 20 
Ivory Coast sends request for proposal for 
bond issue .............................................. 20 

Nigeria ......................................................... 20 
Nigeria central bank holds benchmark 
interest rate ........................................... 20 

South Africa ................................................. 20 
Divisions emerge as South African central 
bank holds rates, cuts growth outlook .... 20 

Zambia ........................................................ 21 
Moody's Downgrades Zambia's Ratings To 
CAA2, Outlook Changed To Negative ...... 21 

Please note: The information contained herein is selected by the PDM Network Secretariat from and is 

provided as a service to Subscribers. is considered to be a reliable source. However, the Secretariat 
cannot guarantee the accuracy of information reported and is not responsible for any opinions expressed and data enclosed.  
This newsletter includes news gathered until Friday 17 - May-2019  at 16:00. 

 

 

ASIA 
  

GCC Gulf Cooperation Council 

GCC bond, sukuk issuance surge by 

$32bn in Q1  

23-May-2019  
GCC bond and sukuk issuance surged by $32 
billion in Q1 2019, lifting outstanding debt in 
the region to $478 billion, a report said. 

Meanwhile, yields in the GCC trended lower, 
supported by rising oil prices which have 
benefitted fiscal consolidation efforts across the 

region, according to research published by the 

National Bank of Kuwait (NBK). 
A sharp rise in regional debt issuance, led by the 
sovereigns of Saudi Arabia and Qatar, was 
driven by low borrowing costs, good credit 
ratings, and a strong appetite for regional bonds 

among international investors. Regional yields 

are expected to remain low, while issuance is 
forecast to increase on 2018's levels. 
Global and regional yields continue to trend 
down in Q1 2019, driven by expected global 
economic slowdown, dovish signals on 
monetary policy, low inflation, and a sharp 
recovery in oil prices from December 2018 

lows. Falls were led by Bahrain and Oman, 
despite continued pressure on fiscal positions. A 
fall in Bahrain sovereign yields was sparked by 
the provision of a $10 billion support package by 

neighbouring countries last year of which it 
recently received, in tandem with a series of 
fiscal reforms. Oman yields also fell sharply, 
supported by the promise of fiscal reforms 
including the introduction of VAT. 
NBK Group chief economist Dr Saade Chami 

commented: "All GCC sovereigns now have 

stable outlooks and most have investment grade 
ratings. International demand for GCC 
sovereigns is expected to receive a large boost 
in 2019 as a result of inclusion of five GCC 
sovereigns (excluding Oman) in the JP Morgan 
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Emerging Markets Bond Index (EMBI). The 

region could receive as much as USD 30 billion 

in fund inflows, with most being allocated to 
larger debt markets such as Saudi Arabia." 
Across the region, policy makers are establishing 
regulation to improve debt management and 
increase transparency, market access, and 
availability of timely information. Last year the 

UAE set in place a new debt law and a debt 
management office, and in Saudi Arabia the 
local stock exchange, Tadawul, launched bond 
and sukuk trading. 
Although debt issuance slowed in 2018, it has 
risen sharply in Q1 2019, to a historical high 
of $32 billion and is likely to continue to 
remain solid throughout the year. 

"In the first quarter we saw significant 

developments including Aramco's $12 billion 
debut bond. Issuance of bonds by GCC 
sovereigns and corporates is expected to grow in 
2019, as a result of largely expansionary 
budgets and refinancing needs arising from 
maturing debt," Dr Chami concluded.  

 
-TradeArabia News Service 
Copyright (c) 2019 Sourced by MIST all rights 
reserved 
©Thomson Reuters 2019. All rights reserved. 
 
 

China 

China issues 3.6 trln yuan of bonds in 

April  

20-May-2019  
BEIJING, May 20 (Xinhua) -- The value of 

bonds issued in China totaled 3.6 trillion yuan 
(about 522.81 billion U.S. dollars) in April, 

data from the central bank showed. 

Treasury bond issuance amounted to 465.89 
billion yuan, while local government bond 
issuance was worth 226.68 billion yuan, 
according to a statement by the People's Bank of 
China. 
By the end of April, the size of outstanding 
bond market debt was 90.1 trillion yuan. 

China will accelerate local government bond 
issuance this year to help the timely 
implementation of various projects. 
The debt balance of local governments stood at 
18.39 trillion yuan at the end of 2018, well 
below the official ceiling of 21 trillion yuan. 
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

Moody's Says Chinese Local 

Governments To Benefit Overall From 

Changes To Land Policy  

23-May-2019  
May 23 (Reuters) -  
Moody's says Chinese local governments to 
benefit overall from changes to land policy. 

Moody's says most Chinese regional and local 

governments will record lower year-on-year 

revenue growth in 2019. 
Moody's on Chinese local governments says 
changes in land supply policy will lead to higher-
than-expected growth in revenue from land 
sales. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hong Kong 

Hong Kong raises $1 bln in 

oversubscribed first green bond  

22-May-2019  
• Hong Kong sells first green bond under 
HK$100 bln scheme 
• Orders for bond exceed $4 billion 
• Green bond issuance expected to grow 
in Asia 

By Julia Fioretti 

HONG KONG, May 22 (Reuters) - Hong Kong 

raised $1 billion from the sale of its first green 
bond on Wednesday, as the former British 
colony looks to establish itself as a centre for 
green finance. 

Hong Kong sold a five-year U.S. dollar-
denominated green bond with a coupon of 2.5%, 
attracting over $4 billion in orders from investors 

globally, the Hong Kong Monetary Authority 
said. 
The proceeds from green bonds get earmarked 
for investment in environmentally friendly 
projects. 
Wednesday's bond is the first to be issued 
under Hong Kong's HK$100 billion ($12.74 
billion) green bond programme to fund 

projects around clean transportation, air 
quality improvement and green buildings. It is 
one of the largest green bond schemes 
globally. 

"The favourable response from global investors 
indicates not only their recognition of Hong 
Kong’s credit strength, but also their support of 

Hong Kong’s determination and efforts in 
promoting sustainable development and 

combating climate change,” said Paul Chan, 
Financial Secretary of Hong Kong. 
Green bonds account for a small portion of the 
global bond market but are expected to gain in 
size, particularly in Asia which has lagged other 
regions such as Europe. 

Worldwide corporate green bond issuance is at 
$41.3 billion so far this year, Refinitiv data 
showed, while sovereigns have raised $17.8 
billion. 
Asia accounted for $12 billion of the corporate 
green bonds and $2.6 billion of the sovereign 
paper, the data showed. 

Over 100 global institutional investors placed 
orders for Hong Kong's green bond, with 50% 
going to Asia, 27% to Europe and 23% to the 
United States, the HKMA said. 
Sovereign wealth funds, supranationals and 

mailto:Publicdebtnet.dt@tesoro.it
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central banks took up the biggest share of the 

bond at 41%. 

Indonesia was the first Asian country to sell a 
green bond in 2018, raising $1.25 billion. 
Credit Agricole and HSBC were joint global 
coordinators for Hong Kong's green bond.  
 
($1 = 7.8490 Hong Kong dollars) 
(Editing by Shri Navaratnam) 

(( julia.fioretti@thomsonreuters.com ; +852 2912 
6686; Reuters Messaging: 
julia.fioretti.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Assigns Hong Kong's USD Bond 

Final 'AA+' Rating  

24-May-2019  
Fitch Ratings-Hong Kong/London-May 24: 
Fitch Ratings has assigned Hong Kong's USD1 
billion green bond due 2024 a final rating of 

'AA+'. This replaces the expected rating of 
'AA+(EXP)' that Fitch assigned on 6 May 2019. 
The proceeds of the notes are to be used 
exclusively to finance or refinance green 
projects, as set out in the government's "Green 

Bond Framework". 
KEY RATING DRIVERS 
The final rating is in line with Hong Kong's Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) of 'AA+' with a Stable Outlook. 
RATING SENSITIVITIES 

The rating would be sensitive to any changes in 

Hong Kong's Long-Term Foreign Currency IDR. 
Fitch affirmed Hong Kong's Long-Term Foreign-
Currency IDR at 'AA+' with a Stable Outlook on 
13 June 2018 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com; Yee Man Ko, 
Hong Kong, Tel: +852 2263 9953, Email: 
alanis.ko@thefitchgroup.com; Wai-Lun Wan, Hong 
Kong, Tel: +852 2263 9935, Email: 

wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

India 

India Bonds Up For 2nd Day As Modi 

Govt Set To Win Second Term    

23-May-2019  
By Dharam Dhutia 
NewsRise 
MUMBAI (May 23) -- Indian government bonds 

rose for a second session, as vote count 

suggested the incumbent government is set to 
return for a second five-year term. 

The benchmark 7.26% bond maturing in 2029 
ended at 100.13 rupees, its highest since Jan. 
14, yielding 7.24% in Mumbai, against 99.99 
rupees and a 7.26% yield yesterday. However, 

some profit booking led the benchmark paper 

come off its intraday high of 100.50 rupees, also 

the highest since its issuance on Jan. 11. The 
10-year yield had fallen to 7.19%, its lowest 
since April 2018.  
Counting of votes in general elections of the 
world’s largest democracy is underway. Prime 
Minister Narendra Modis’ Bharatiya Janata Party 

was leading in 290 seats and has won 12 seats 
out of the 542 constituencies, according to the 
latest data on the Election Commission’s 
website. A party or alliance needs 272 seats to 
form a government. 
The Indian rupee ended at 70.01 per dollar, 

against 69.66 at previous close. Indian shares 
hit record highs earlier in the day, but they 
closed lower on profit booking.  

“The primary reason for the gains was BJP’s 
likely victory, and traders will now shift focus to 
other factors like fiscal situation and the 
monetary policy,” said Sandeep Bagla, associate 

director at Trust Capital. “Crude oil prices and 
policies of the new government will continue to 
be major triggers in near term.” 
India’s re-elected federal government is 
expected to stick to the fiscal consolidation 
roadmap, even as the “greater policy 
emphasis” will be on supporting the lower 
income group, Moody’s Investors Service said 
today. 

Modi’s government will continue with the fiscal 
consolidation, inflation framework, infrastructure 

spending and focus on foreign direct 
investments, Morgan Stanley said. “The 
administration may bring some changes such as 
increasing cash transfers to the poor and giving 
more emphasis on portfolio flows,” the 

brokerage added.  
India's full federal budget for the fiscal year that 
started Apr. 1 will be presented by July-end.  
The new government may revise fiscal deficit 
target for the current financial year by five to 10 
basis points to boost growth, said Arun Khurana, 
treasury head at IndusInd Bank.  

Paresh Nayar, head of foreign exchange and 
fixed income at FirstRand Bank (India), expects 
foreign investors to step up their purchases of 

Indian bonds in the near term, but caution will 
prevail.  
Modi’s likely victory also boosted hopes that the 

Reserve Bank of India will increase liquidity 
infusion through open market purchase of 
bonds. Market participants expect OMO 
purchases worth around 1.5 to two trillion 
rupees in this financial year. The RBI has already 
bought bonds worth 250 billion rupees in this 
financial year following record 2.99 trillion of 

bond purchase in last fiscal.  
Moreover, the nation's Monetary Policy 
Committee is widely expected to cut rates again 
in early June as inflation has stayed below the 

4% target for nine months in a row through 
April. The MPC has cut rates by 50 basis points 
since January.  

 
The benchmark Brent crude contract was trading 1.7% 
lower at $69.81 per barrel. India imports over 80% of 

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 

  5 

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) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved.  
 
 

India RBI Likely To Set 0.07 Paise As 

Underwriting Fee For Benchmark Bond   

24-May-2019  

By Dharam Dhutia and Siddhi Nayak 

NewsRise 
MUMBAI (May 24) -- The Reserve Bank of India 

will likely set 0.07 paise as the underwriting 
commission for today’s 60-billion-rupee 
auction of the benchmark 7.26% bond 
maturing in 2029, a NewsRise poll of nine 
primary dealers showed. 

The central bank will also auction 50 billion 
rupees of 7.32% 2024 bond, 20 billion rupees of 

7.69% 2043 bond and 40 billion rupees of the 
7.72% 2049 bond today. 
The RBI will likely set 0.10 paise as the 
underwriting fee for the auction of the 2024 
bond, 0.70 paise for the 2043 bond and 0.80 
paise for the 2049 bond, according to the poll. 

The central bank will pay the underwriting 
commission per hundred rupees of bonds 
auctioned. 

The underwriting fee cutoff estimates for the 
2024 bond were in the range of 0.07 paise to 
0.12 paise while those for the benchmark 2029 
paper were in the 0.06 paise to 0.10 paise band.  

Estimates for the 2043 paper were in the 0.60 
paise to 0.80 paise band, while those for the 
2049 paper were in the range of 0.60 paise to 
1.00 paise. 
 
- By Dharam Dhutia and Siddhi Nayak; 
dharam.dhutia@newsrise.org; 91-22-61353308 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Indonesia raises 10.8 trln rupiah from 

debt auction, below target  

21-May-2019  
JAKARTA, May 21 (Reuters) –  
Indonesia raised 10.8 trillion rupiah ($746.11 
million) in a bond auction on Tuesday, below 
the indicative target of 15 trillion rupiah, the 
financing and risk management office at the 
finance ministry said in a statement. 

The weighted average yields of the bonds sold 

on Tuesday were higher than yields of 
comparable bonds at the previous auction on 
May 7.  
Total incoming bids at Tuesday's auction were 
26.2 trillion rupiah, smaller than in the previous 

auction. 

  
($1 = 14,475.0000 rupiah) 
(Reporting by Tabita Diela; 
Editing by Subhranshu Sahu) 
(( tabita.diela@thomsonreuters.com ; 
+628561539032; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanon agrees most items in budget 

with deficit of 7.6% of GDP  

20-May-2019  
BEIRUT, May 20 (Reuters) - Lebanon's cabinet 

on Monday agreed most items in a draft 2019 
state budget that it says will reduce the 

deficit to 7.6% of GDP in part by delaying 
retirement and limiting benefits for 
government employees.  

"Remaining straightforward details will be dealt 
with this evening and entered tomorrow into the 
heart of the budget. I believe that tomorrow we 
will hold the last session. The numbers are 
finished and so are the legal issues," Information 

Minister Jamal Jarrah said.  
Finance Minister Ali Hassan Khalil said on 
Sunday the deficit would be 8.3% or less of 
gross domestic product (GDP). Last year it was 
higher than budgeted at between 10.5-11% of 

GDP and Lebanon has one of the world's 
heaviest public debt burdens at around 150% of 

GDP. 
However, government efforts to impose what 
Prime Minister Saad al-Hariri has said would be 
Lebanon's most austere budget have been met 
with a string of protests and strikes by state 
workers.  
On Monday, former soldiers worried about losing 

pensions or benefits burned tyres outside the 
parliament building where the cabinet was 
meeting, and police used water canons to drive 
them back.  
The coalition cabinet has met almost daily this 
month to finalise a budget in an effort to get 

spending under control and rein in debt. 
President Michel Aoun has urged Lebanese to 
make sacrifices to rescue the country from 
financial crisis.  
A copy of the draft budget distributed by the 
Finance Ministry included delaying retirement 
with a full pension for most military ranks by 
five years. 

It included limits on benefits paid to state 

employees so that they could not exceed 75% of 
the base salary and rules to stop a practice of 
government bodies paying staff a 13th month of 
salary as a bonus.  
Individuals would not in future be able to receive 
both a government pension and a government 

salary at the same time.  
All new hiring will be frozen for three years.  
Khalil said on Saturday that the deficit reduction 
would include a saving of around 1 trillion 
Lebanese pounds ($663 million) in debt 
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servicing costs.  

He told Reuters the government aimed to reduce 

debt servicing costs by issuing treasury bonds at 
an interest rate of 1%.  
 
(Reporting By Angus McDowall and Nayera Abdallah, 
Editing by William Maclean) 
(( angus.mcdowall@thomsonreuters.com ; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon paid $650 million maturing 

eurobond on Monday with central bank 

help   

21-May-2019  

By Tom Arnold 
LONDON, May 21 (Reuters) - A $650 million 

Lebanese eurobond was repaid successfully 
with sources familiar with the matter saying 
the central bank provided funding to the 
finance ministry to meet the payment. 

The redemption on Monday is important as 
market concern had been growing about an 
impasse over Lebanon's budget acting as an 

obstacle to the country raising new debt. 
The dollar-denominated debt, which expired 
on Monday, had been Lebanon's latest debt 
maturity, ahead of a $1.5 billion issue due in 

November. Lebanon had been expected to 
service the May debt via a government financing 

manoeuvre involving the central bank. 

An informed source said the government paid its 
eurobond in the same way as the $500 million 
tranche in April, with the central bank providing 
the needed dollar currency to the finance 
ministry, the original issuer of the debt. 
A second source said the funding was in the 
form of a bridge loan to help pay local banks, 

the main holders of the debt. 
Lebanon's net foreign assets, which stood at 
$37.3 billion on May 15, have fallen from $42.9 
billion a year earlier. 
Finance Minister Ali Hassan Khalil said on 
Tuesday there was no need for more delays or 
talks over the 2019 draft budget, although the 

foreign minister signalled the debate may 
continue. 
The cabinet says the budget will reduce the 
deficit to 7.6% of GDP from last year's 11.2%. 
Lebanon has one of the world's heaviest public 
debt burdens at 150% of GDP. 
Lebanon's main expenses are a bloated public 

sector, interest payments on public debt and 
transfers to the loss-making power generator, 
for which a reform plan was approved in April. 
The state is riddled with corruption and waste. 
 
(Additional reporting by Tom Perry in Beirut and Karin 
Strohecker in London 
Editing by Mark Heinrich) 
(( Tom.Arnold@thomsonreuters.com ; 
+442075428510; Reuters Messaging: 

tom.arnold.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

 

Lebanon delays final session on budget 

to Friday  

22-May-2019  
BEIRUT, May 22 (Reuters) - Lebanon's 

government missed a self-imposed deadline 
to agree the 2019 draft budget on Wednesday 
and scheduled a final session for Friday, 
saying the deficit had been brought down 
slightly and might yet be reduced further. 

Finance Minister Ali Hassan Khalil warned that 
every day the budget was not passed, there was 
"a cost to market confidence".  
The coalition cabinet has met daily to debate the 

budget, seen as a critical test of its will to enact 
reforms put off for years and now more pressing 
than ever, with leaders warning of catastrophe if 

there is no action.  
Information Minister Jamal Jarrah said the 
projected deficit had been trimmed to 7.5% of 
gross domestic product (GDP) from the 

previously announced 7.6%. The gap was 11.2% 
last year. 
Lebanon has one of the world's heaviest 
public debt burdens, at 150% of GDP. 

Final agreement has been complicated by a 
dispute between Khalil and Foreign Minister 
Gebran Bassil. 

Khalil said on Tuesday the budget was 
completed. But al-Akhbar newspaper quoted 
Bassil saying his party was not satisfied with the 

draft and a deficit of 7% could be "easily" 
achieved. 
Jarrah denied reports of clashes in cabinet and 
said "a calm, objective and bold discussion" had 

taken place. 
On Wednesday, Khalil said on Twitter: "We want 
to get approval for this budget ... unfortunately 
it took us a long time but the priority is to pass 
the budget because each day has a cost to 
market confidence".  
Prime Minister Saad al-Hariri had given a 48-

hour window for discussion of new ideas tabled 
by ministers at Wednesday's session, Jarrah 
said. "The session on Friday will God willing be 
the final one," he said. 

"Why don't we give ourselves 48 hours? If the 
deficit can be brought down from 7.5% to 7.4% 

or 7.3%, then why not?"  
 
(Reporting by Ellen Francis/Tom Perry; 
Editing by Catherine Evans) 
(c) Copyright Thomson Reuters 2019.  
 
 

Lebanon budget stabilises finances, 

falls short on reform  

23-May-2019  
BEIRUT, May 23 (Reuters) - The draft budget 

being finalised by Lebanon's government 
stabilises the financial situation in the heavily 
indebted state but falls short of the major 
structural reforms it needs, the deputy prime 
minister said on Thursday. 

Ghassan Hasbani, in a telephone interview with 

Reuters, also said he had "deep concerns" about 
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delays to a final agreement on the budget in 

cabinet, after the government missed a self-

imposed deadline for completing its discussions 
on Wednesday. 
"Catastrophe has been avoided through this 
stabilisation budget but much more needs to 
be done on the structural reform side in order 
to build growth going forward to avoid any 
future problems," Hasbani, a member of the 
Lebanese Forces party, said. 

The national unity cabinet led by Prime Minister 
Saad al-Hariri is on Friday due to hold what the 
information minister has said should be the last 
meeting on the budget. 
Hasbani said additional ideas under discussion 
were valid but amounted to "small, incremental 
points". "I am not saying they are not worth 

discussing but the return on time invested in the 
last week or so has not been high," he said.  
 
(Writing by Tom Perry; editing by John Stonestreet) 
(( thomas.perry@thomsonreuters.com ; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Oman 

Oman hires banks for bond issue, deal 

could raise $2 billion  

20-May-2019  

By Davide Barbuscia and Hadeel Al Sayegh 

DUBAI, May 20 (Reuters) - Oman has hired a 

group of international banks including HSBC 
and Standard Chartered for a planned bond 
issue which could go up to $2 billion in size, 
sources familiar with the matter said. 

The government has been preparing the debt 
sale for quite some time and last month sources 
told Reuters the deal was almost ready. 

Oman's bond would be the country's first 
international issuance of 2019, and will be seen 
by many as a test of its ability to access external 
funding after Moody's downgraded it to junk 
earlier this year – the last international rating 
agency to do so. 
Oman has mandated a group of banks 

including JPMorgan, HSBC, Standard 
Chartered and First Abu Dhabi Bank for its 
planned deal, said the sources. 

Oman’s ministry of finance and First Abu Dhabi 
Bank did not respond to a request for comment, 
while the other banks declined to comment. 
The finances of the Gulf producer have been 
depleted by a slump in oil prices over the past 

few years, leading the government to rely on 
external funding – through bonds and loans – to 
refill its coffers, while it tried to implement fiscal 
reforms to tame a widening budget deficit. 
S&P Global Ratings last month cut its outlook on 
Oman to negative from stable, saying the 

change reflected "the risk that in the absence of 

substantial fiscal measures to curtail the 
government deficit, or a more favourable 
external environment, fiscal and external buffers 
will continue to erode." 

 
(Reporting by Davide Barbuscia and Hadeel Al Sayegh; 
Editing by Toby Chopra) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Saudi Arabia 

Saudi Arabia sells 2.84 bln riyals in 

sukuk monthly issuance  

23-May-2019  
DUBAI, May 23 (Reuters) - Saudi Arabia sold 

2.84 billion riyals ($757 million) in sukuk, or 
Islamic bonds, in May, the Finance Ministry 
said on Thursday. 

The debt sale was split into a tranche of 655 

million riyals due in 2028 and a second tranche 
of 2.185 billion maturing in 2031. 
 
($1 = 3.7502 riyals) 
(Reporting by Asma Alsharif, writing by Davide 
Barbuscia) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Korea 

Moody's Says Korea's Credit Profile 

Remains Strong Despite Recent 

Challenges  

21-May-2019  
May 21 (Reuters) –  

Moody's says Korea's credit profile 

remains strong despite recent 

challenges. 

Moody's says Korean government's labor policies 
have only exacerbated impact of other negative 

trends on employment. 
Moody's on Korea says strong economic 
fundamentals remain intact; challenges largely 

cyclical in nature. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Albania 

Albania to sell 4 bln leks (32.4 mln 

euro) of 5-yr T-notes on May 23  

22-May-2019  
TIRANA (Albania), May 22 (SeeNews) – Albania 

will offer 4 billion leks ($36.1 million/32.4 
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million euro) worth of five-year Treasury 
notes at an auction on May 23, the debt 

issuance calendar of the finance ministry 
showed. 

At the last auction of five-year T-notes held in 
March, the finance ministry sold 3.4 billion leks 
worth of government paper, above its 3 billion 
leks plan. The issue carries a coupon of 4.2%, 
unchanged from the last auction of five-year 

fixed-rate T-notes held in January, according to 
figures published on the website of the finance 
ministry. 
 
(1 euro = 121.707 leks) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Bosnia 

Bosnia's Serb Republic sells 35 mln 

marka (17.9 mln euro) of 7-yr T-bonds  

20-May-2019  

BANJA LUKA (Bosnia and Herzegovina), May 20 

(SeeNews) - Bosnia's Serb Republic sold 35 
million marka ($20 million/17.9 million euro) 
worth of seven-year Treasury bonds at an 
auction on Monday, the Banja Luka Stock 
Exchange said. 

The government paper was sold at 106.4% of 
par, with weighted average yield falling to 

2.49% from 3.50% at the last auction of seven-

year T-bonds held on December 6, 2017, the 
Banja Luka bourse said in a notice. 
The Serb Republic is one of two autonomous 
entities forming Bosnia. The other one is the 
Federation. 
 
(1 euro = 1.95583 marka) 
Copyright 2019 SeeNews. All rights reserved. 

©Thomson Reuters 2019. All rights reserved. 
 
 

Bulgaria 

Bulgaria posts 1.1 pct/GDP current 

account surplus through March  

20-May-2019  
SOFIA, May 20 (Reuters) - Bulgaria posted a 

current account surplus of 1.1 percent of 
gross domestic product in the first three 
months, compared with a surplus of 0.01 
percent in the same period a year earlier, 
central bank data showed on Monday. 

For March alone the surplus stood at 155.5 

million euros ($173.46 million), compared with a 
deficit of 51.3 million euros a year ago mainly 
due to an increase in exports. 
Foreign direct investment, much needed to 
boost sustainable growth in the Black Sea state, 

fell by 254.4 million euros in the first three 

months of the year. 
The finance ministry sees the current account 
posting a surplus of 2.6 percent in 2019 as it 
expects slower exports and a pick-up in imports 

driven by domestic demand. Bulgaria ended 

2018 with a current account surplus of 4.6 

percent of GDP.  
 
($1 = 0.8965 euros) 
(Reporting by Angel Krasimirov) 
(( angel.krasimirov@thomsonreuters.com ; +359 888 
695 510) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia's T-bill auctions surpass 

targets, yields largely flat  

21-May-2019  

ZAGREB, May 21 (Reuters) - Croatia sold 483 

million kuna ($72.57 million) and 16 million 
euros ($17.84 million) worth of treasury bills 
at two separate auctions on Tuesday, mostly 
with unchanged yields, Finance Ministry data 
showed. 

The finance ministry sold 200 million kuna in 
three-month paper, against the 100 million kuna 
target, yielding 0.03 percent. That paper was 

last sold in early 2017 when it yielded 0.2 
percent. 
It also sold 283 million kuna in one-year bills at 
an unchanged yield of 0.08 percent. The original 
target was set at 200 million kuna. 
After almost six months the ministry also sold 
one-year bills denominated in euros. The 
target was set at 10 million euros, while the 

sale reached 16 million equalling the overall 
bids. The yield stood flat at zero percent. 

Banks soaked up all the euro bills and three-
month kuna bills while non-banking investors 
focused on one-year kuna paper, taking up 75 
percent of it. 
After the auction Croatia's short-term local 
currency debt rose to 17.87 billion kuna from 

17.58 billion. 
The short-term debt in euros fell to 118.6 million 
euros from 130.6 million as 28 million euros 
worth of euro bills mature this week. 
 
($1 = 6.6553 kuna) 
($1 = 0.8968 euros) 
(Reporting by Igor Ilic, editing by Ed Osmond) 
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98 
334 053;)) 
©Thomson Reuters 2019. All rights reserved.  
 
 

Croatia to sell 300 mln kuna (40.4 mln 

euro) of 1-yr T-bills on May 28  

23-May-2019  
ZAGREB (Croatia), May 23 (SeeNews) - 
Croatia's finance ministry said on Thursday 
that it will offer one-year Treasury bills worth 
300 million kuna ($45.2 million/40.4 million 
euro) at an auction on May 28. 

The government securities will mature on May 
28, 2020, the ministry said in a tender notice. 
At the last auction of one-year kuna-
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denominated Treasury bills held on May 21, the 

finance ministry sold 283 million kuna worth of 

government paper, above its target of 200 
million kuna, at a yield of 0.08%. 
 
(1 euro = 7.42838 kuna) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Cyprus 

DBRS Confirms Republic of Cyprus at 

BBB (low), Stable Trend  

17-May-2019 22:03:42  

Date of Release: May 17, 2019 
DBRS Confirms Republic of Cyprus at BBB 
(low), Stable Trend 
Industry: Public Finance--Sovereigns 
DBRS Ratings Limited (DBRS) confirmed the 
Republic of Cyprus's Long-Term Foreign and 
Local Currency - Issuer Ratings at BBB (low). 
At the same time, DBRS confirmed the 
Republic of Cyprus's Short-Term Foreign and 
Local Currency - Issuer Ratings at R-2 

(middle). The trend on all ratings is Stable. 

KEY RATING CONSIDERATIONS  
The confirmation of the Stable trend reflects 
DBRS's view that while the Cypriot economy 
continues to perform robustly, more progress 
is needed to reduce risks to financial stability 

further. Cyprus's real GDP growth was 3.9% in 
2018, among the strongest in the Euro area, and 
the forecast for 2019 is 3.6%. Last year, Cyprus 

made significant progress in reducing 
vulnerabilities in the banking sector, reflecting 
the government's and the banks' stepped up 
efforts. Together, the orderly liquidation of 
Cyprus Cooperative Bank and the banks' sale of 
non-performing exposures (NPEs) almost halved 
the stock of the banking sector's NPEs in 2018. 

Later this year, the government is set to 
implement its social scheme ('ESTIA') aimed at 
addressing NPEs related to retail mortgages, 
which remain very high. The BBB (low) ratings 
are supported by Cyprus's solid budget position, 

its prudent public debt management framework, 
its Eurozone membership fostering sustainable 

macroeconomic policies, and its openness to 
investment encouraging a favourable business 
environment. Nevertheless, Cyprus also faces 
significant credit challenges related to still 
sizable NPEs in the banking sector, high levels of 
private and public sector debt, external 

imbalances, and the small size of its service-
driven economy, which exposes Cyprus to 
adverse changes in external demand.  
RATING DRIVERS  
The ratings could come under upward 
pressure from sustained healthy economic 
growth and sound fiscal position, which would 
contribute to the downward trajectory in the 

public debt ratio. Moreover, further progress in 

substantially reducing banks' NPEs and private 
sector debt, and the strengthening of the 
banking sector would be positive for the ratings. 

However, the ratings could come under 

downward pressure in a period of significantly 

weak growth, combined with large fiscal 
imbalances or materialisation of large contingent 
liabilities. A reversal of the downward trajectory 
in NPEs could also be negative.  
RATING RATIONALE  
The Cypriot Economy Continues to Perform 

Strongly Cyprus's economic growth in 2018 
remained strong. Since 2015, annual real GDP 

growth has averaged 3.8%. Growth has been 
largely driven by private consumption and 
investment, and has been broad-based, with 
construction, tourism, shipping, professional 
services, and manufacturing, making a 
contribution. Employment growth has also been 

strong, the unemployment rate has fallen to 

7.1% in February 2019, and wages are rising. 
This, together with low inflation, is supporting 
disposable incomes. In 2019, growth is forecast 
to moderate to 3.6%. Private consumption is 
expected to be weighed down by debt 

repayments and contributions to the new 
national health system. Downside risks to the 
outlook are related to a less favourable external 
environment and adverse developments in the 
financial sector, while upside risks include the 
broader economic impact from a large casino-
resort, currently under construction, and other 

projects.  
Cyprus's capacity to grow has improved in 
recent years, with potential GDP growth rising 
close to 2.5%, according to IMF estimates. 

The recovery in investment has been a key 
driver of the improvement. Cyprus is an 
attractive business services centre, shipping 
centre, and tourist destination. The tourism 

sector is diversifying into new products and 
markets, making it more resilient. The expected 
exploitation of off-shore gas reserves represents 
another potential source of growth in the longer 
term. Nevertheless, the small size of its service-
driven economy exposes Cyprus to adverse 
changes in external demand. Risks to Financial 

Stability Have Declined But Remain Relatively 
High Cypriot banks' NPEs declined materially in 
2018. The stock of the banking sector's NPEs, as 

reported by the Central Bank of Cyprus (in line 
with the definition of the European Banking 
Authority), dropped from EUR 20.9 billion in 

December 2017 to EUR 10.4 billion in December 
2018. The largest reduction in banks' NPEs 
resulted from the resolution of state-owned 
Cyprus Cooperative Bank (CCB), which involved 
selling part of its assets to Hellenic Bank and 
effectively removed EUR 5.8 billion of NPEs from 
the Cypriot banking system. These NPEs are now 

in the state's Asset Management Company 
(AMC) and expected to be disposed of over time. 
Cypriot banks also stepped up their efforts to 
reduce NPEs. Supported by the strengthened 

legal framework, Bank of Cyprus, the largest 
bank in the country, sold an NPE portfolio of EUR 
2.7 billion in 2018. This follows Hellenic Bank's 

NPE sale earlier in the year. Core domestic 
banks also set up independent debt servicing 
companies with foreign debt specialists (for 
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further details, please see DBRS commentary 

"Cyprus - Acceleration in The Banking Sector's 

NPL Reduction"). Total deposits fell modestly last 
year, but largely driven non-residents. 
Moreover, Cypriot banks returned to profitability 
in 2018, and their capital levels and loss loan 
provisioning have been raised to adequate 
levels.  

The government has also made progress in the 
other two pillars of its strategy to reduce NPEs. 
In addition to selling CCB and managing the 
assets in the residual entity, the government 
strengthened the insolvency and foreclosure 
framework and the sales-of-loans law, and 

adopted a law on securitisations in July 2018. 
The third pillar of the strategy involves 
addressing NPEs related to retail mortgages 

through a social scheme ('ESTIA'), designed to 
help only eligible households repay their loans, 
and thus exclude strategic defaults. The 

European Commission approved the scheme in 
December 2018, and the government now 

expects to implement the scheme, currently 
under legal vetting, in the second half of 

2019. According to the government, up to EUR 
3.4 billion of NPEs could be eligible to participate 
in the scheme (which would include a large part 
of the AMC's NPEs), helping to reduce NPEs in 
the Cypriot economy. Nevertheless, high NPEs 
and private sector debt remain the main risk to 

financial stability in Cyprus. Despite the material 
reduction of in the stock of NPEs - by 64% from 

their 2015 peak to December 2018 - NPE ratios 
remain high. The banking system's NPEs were 
30.5% of total loans in December 2018, down 
from a 49.0% peak in May 2016. In part, this 

reflects the reduction in bank loan portfolios as 
households and businesses deleverage. The 
reduction in NPEs has been largely driven by the 
corporate sector. The decline in household NPEs, 
which account for more than half of total NPEs, 
has been limited. DBRS expects further progress 
in NPE reduction, driven by the government's 

ESTIA scheme, banks' efforts, falling 
unemployment, rising house prices, and solid 
economic growth. Driven by the strengthening 
Cypriot economy, the housing market continued 

to recover in 2018, with prices growing by 1.8%. 
The Public Debt Ratio Is Set to Resume Its 
Downward Trend and The Sound Fiscal 

Performance to Be Maintained  
Following early loan repayments to the 
Central Bank of Cyprus and the IMF, the 
government debt-to-GDP ratio fell below 

100% in 2017 for the first time since 2013. In 
2018, however, the debt ratio was impacted by 
the government's issuance of domestic bonds, 

the funds from which were deposited with CCB 
to facilitate its sale. (For further details, please 
see DBRS commentary "Cyprus: Picking Up the 
Pace - Government's Enhanced Strategy for the 

Reduction of NPLs"). After increasing to 102.5% 
in 2018, the debt ratio is projected to resume its 
downward trend from this year, falling to 95.7% 

in 2019 and 89.1% in 2020, driven by large 
primary surpluses of around 5% of GDP and 
solid growth.  

While the main direct fiscal impact from 

government's NPE reduction strategy has come 

from the bonds issuance in 2018, there are also 
other effects. The fiscal cost from the 'ESTIA' 
scheme, which involves subsidising one third of 
eligible borrowers' restructured loan 
repayments, has an estimated annual cost of 
0.1% of GDP over 25 years. This impact is 

limited. Additionally, as part of the CCB 
transaction, an Asset Protection Scheme (APS) 
guaranteed by the state was created, increasing 
the government's contingent liabilities. The APS 
will cover potential unexpected losses on certain 
assets acquired by Hellenic Bank. The 

government estimates that potential unexpected 
losses will not to exceed EUR 155 million 
(equivalent to 0.7% of GDP) over 12 years.  
Although debt dynamics are vulnerable to 
adverse shocks, particularly a materialisation 
of contingent liabilities, public debt 
management is prudent. This has resulted in a 
favourable debt profile that reduces 

refinancing risks. Debt maturities have been 

extended and a liquidity buffer covers at least 9-
month funding needs. Moreover, the weighted 
average cost of debt has declined, reaching 
2.3% in April 2019 compared to a peak of 4.2% 
in 2012. A sound fiscal position is expected to be 
maintained. After accomplishing the 
consolidation of its budget position in a relatively 

short time, and following a one-off negative 
effect on the fiscal balance in 2018, the 

government is targeting a surplus of 3.0% in 
2019 and 2.6% in 2020, supported by strong 
revenues and contained expenditure. The 

government is also aiming to maintain a 
structural surplus, above its medium-term 

objective of a structural balance. Adopted 
reforms to strengthen fiscal management, 
including the reform to the wage indexation 
system, together with expenditure ceilings 
embedded in the Fiscal Responsibility and 
Budget Law, reinforce the sustainability of public 
finances.  

Political Stability Supports the Government's 
Capacity to Addressing Economic Challenges  
Cyprus benefits from a stable political 

environment and sound institutions. The 
government also remains committed to 
addressing the country's challenges. The 
government lacks a majority in the House of 

Representatives, and this has resulted in delays 
in adopting pending reforms, including those of 
the public administration and the local 
governments. The government, nevertheless, 
managed to get approval of the legislation 
related to its strategy for the reduction of the 

NPEs in July 2018. The reform of the judicial 
system to improve its efficiency, and which 
should enhance the efforts for the NPEs 
reduction, is ongoing.  

External Imbalances Persist But Are Contained 
Given its small economy, Cyprus's current 
account is influenced by large exports and 

imports of transport equipment related to 
investment, mainly ships. Cyprus's current 
account improved in 2018, recording a deficit of 
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7.0% of GDP compared to a deficit of 8.4% in 

2017, mainly driven by higher growth in exports 

of goods. Cyprus's negative net international 
investment position (NIIP) remained large at 
115% of GDP in 2018 but it continues to 
improve. The current account deficit and the 
NIIP reflect in large part activities in the 
international business centre and special 

purpose entities (SPEs) operating in the shipping 
sector, with limited links to the domestic 
economy. Adjusted for the impact of SPEs 
transactions, the current account deficit was 
4.5% of GDP and the negative NIIP was 38.2% 
in 2018.  

RATING COMMITTEE SUMMARY  
The DBRS Sovereign Scorecard generates a 
result in the BBB (high) - BBB (low) range. The 

main points discussed during the Rating 
Committee include non-performing loans, the 
performance of the banking sector, the fiscal 
position, the public debt ratio, private sector 

debt, and the economic outlook and risks to the 
outlook.  
KEY INDICATORS  
Fiscal Balance (% GDP): -4.8 (2018); 3.0 
(2019F); 2.6 (2020F) Gross Debt (% GDP): 
102.5 (2018); 95.7 (2019F); 89.1 (2020F) 
Nominal GDP (EUR billions): 20.7 (2018); 21.7 

(2019F); 22.6 (2020F) GDP per Capita (EUR): 
23,974 (2018); 25,117 (2019F); 26,109 (2020F) 
Real GDP growth (%): 3.9 (2018); 3.6 (2019F); 
3.2 (2020F) Consumer Price Inflation (%): 0.8 

(2018); 0.5 (2019F); 1.2 (2020F) Domestic 
Credit (% GDP): 315.9 (2017); 289.5 (Sep-

2018) Current Account (% GDP): -7.0 (2018); -
7.8 (2019F); -8.2 (2020F) International 
Investment Position (% GDP): -121.1 (2017); -
114.7 (2018) Gross External Debt (% GDP): 
552.3 (2017); 494.6 (2018) Governance 
Indicator (percentile rank): 77.9 (2016); 79.8 
(2017) Human Development Index: 0.87 

(2016); 0.87 (2017) EURO AREA RISK 
CATEGORY: Low  
 
© DBRS Limited and DBRS, Inc. (collectively, DBRS).  
©Thomson Reuters 2019. All rights reserved. 
 
 

Czech Republic 

Czech government sticks to 2020 

budget deficit target  

20-May-2019  
PRAGUE, May 20 (Reuters) - The Czech 

government unveiled plans on Monday to 
maintain a 40 billion crown ($1.73 billion) 
central government budget deficit in 2020, 
sticking to its past target despite a slowing 
economy and growing spending commitments. 
Czech Prime Minister Andrej Babis said on 

Monday there was no reason to worry about the 
economy slowing down and ministries were 
finding necessary savings in operations and 

personnel. 
The deficit goal is unchanged from the 2019 

target, which Finance Minister Alena Schillerova 

said was still on track to be met. 

The Czech Republic's overall public finances 
have been one of the European Union's 
stronger performers in recent years with a 
fiscal surplus since 2016 although 
weakening growth and higher promised 
spending have pushed it to seek savings in 

the 2020 budget. 
"I just want to confirm that the Czech Republic 
is doing excellent, that we have one of the best 
results in Europe, ours is one of the most stable 
economies, there is growth and we continue in 
decreasing the state debt as measured against 

GDP (gross domestic product)," Babis told a 
news conference at the finance ministry. 
Babis's government has come under criticism by 

some economists for boosting spending too 
generously, strapping future budgets when the 
economy slows and under-investing. 
The Finance Ministry has forecast the overall 

fiscal balance, which includes also regional 
government budgets and some healthcare along 
with the central state budget, to fall back into a 
slight deficit in 2020. 
It cut its 2019 growth outlook cut earlier this 
year to 2.4%, down over half a percentage point 
from earlier forecasts. Growth next year is seen 

at the same pace.  
Babis said in a post on his Facebook profile on 
Sunday evening that state income would 
increase by around 100 billion crowns next year. 

He said a planned digital tax would raise around 
5 billion crowns. 

Investment spending was set to rise by 13 
billion crowns to 135 billion crowns, he said. 
Child care benefits will also rise, costing the 
budget 8.6 billion crowns. 
Babis on Monday said talks were also 
progressing with banks on a potential state 
development fund that could have starting 

capital of 6 billion crowns, contributed by the 
biggest banks. 
 
($1 = 23.1080 Czech crowns) 
(Reporting by Jason Hovet) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Czechs again put euro-denominated 

state bonds among June offer  

20-May-2019  
PRAGUE, May 20 (Reuters) - The Czech Finance 

Ministry will offer up to 11.5 billion crowns 
($498.14 million) worth of domestic 
government bonds in four primary auctions in 

June along with up to 100 million to 200 
million euros worth of domestic euro-
denominated state bonds, it said on Monday. 

The ministry also confirmed the maximum 
expected nominal value of bonds sold in auctions 
in the second quarter was planned at 60 billion 
crowns. It also set a maximum planned amount 
of short-term Treasury bills at 10 billion crowns 
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in the quarter. 

It added, though, it planned no T-bill auctions in 

June. 
 
($1 = 23.0860 Czech crowns) 
(Reporting by Mirka Krufova; Editing by Jason Hovet) 
((prague.newsroom@thomsonreuters.com)(+420 224 
190 477)(Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net)) 
©Thomson Reuters 2019. All rights reserved. 
 
 

North Macedonia 

North  Macedonia to sell 2 bln denars 

(32.3 mln euro) of 1-yr T-bills on May 

28  

21-May-2019  
SKOPJE (North Macedonia), May 21 (SeeNews) – 
North Macedonia's finance ministry will offer 
2 billion denars ($36.0 million/32.3 million 
euro) worth of one-year Treasury bills at an 
auction on May 28, according to a notice 
published by the country's central bank. 

The issue bears an interest rate of 0.8%. 

The central bank will sell the government 
securities on behalf of the finance ministry 
through a volume tender, in which the price and 
interest rate are fixed in advance and primary 
dealers bid only with amounts. 
 
(1 euro = 61.08 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Romania 

Romania's central bank board 

unanimously voted to hold rate  

22-May-2019  
BUCHAREST, May 22 (Reuters) - Romanian 

central bank board members unanimously 
decided to keep the benchmark interest rate 
on hold at 2.50% at its May 15 meeting, bank 
minutes showed on Wednesday. 

The bank last hiked its main rate in May 2018 
and has since tightened monetary policy through 

strict controls of money market liquidity. 
However, inflation is expected to remain sharply 
above the bank's 1.5-3.5% target range. 
In the minutes, some policymakers noted the 
worsening of the short-term inflation outlook 
was of a temporary nature, while adding private 

consumption would remain the key driver of 
economic growth, fuelling a widening current 
account deficit. 
 
(Reporting by Luiza Ilie 
Editing by Radu Marinas) 
(( luiza.ilie@thomsonreuters.com ; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 

 

Romania sells 320 mln lei (67 mln 

euro) in 2031 T-bonds, yield falls  

23-May-2019  
BUCHAREST (Romania), May 23 (SeeNews) - 
Romania sold on Thursday 320 million lei ($75 
million/67 million euro) worth of Treasury 
bonds maturing on September 24, 2031, 
above initial target, central bank data 
showed. 

The average accepted yield fell to 5.17% from 
5.21% achieved at the previous auction of 
government securities of the same issue held in 
April, the data indicated. 

Demand for the T-notes, which carry an annual 
coupon of 3.65%, fell to 519.5 million lei from 
585.6 million lei at the April auction. 

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 2019, the finance 

ministry has sold roughly 16.8 billion lei and 507 
million euro ($568 million) worth of domestic 
government securities.  It also tapped foreign 
markets for 3 billion euro worth of 2026, 2034 
and 2049 Eurobonds. 
 
(1 euro=4.7601 lei) 

Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Russia 

Russian Eurobonds fall moderately 

amid decreased risk appetite  

23-May-2019  
MOSCOW. May 23 (Interfax) - Prices for most 

Russian Eurobonds fell moderately on 
Thursday amid decreased appetite for risk. 

US Treasuries rose in price and sovereign 
spreads widened somewhat. 

Russia's benchmark 2030 bonds were down 10 
basis points from previous closing by 6:15 p.m. 
Moscow time to 111.85% with yield at 3.53% 

per annum, up 1.5 bps. Three-year U.S. 
Treasuries were up 16 bps from previous closing 
at 99.76%, with yield down 6.5 bps at 2.1%. 
Spread between Russia-30 and UST3 widened 8 

bps to 143 bps. 
Russia's 2043 bond was down 25 bps at 
115.13% yielding 4.81%, up 1.5 bps; the 2042 
bond fell 35 bps to 111.28%, yielding 4.805%, 
up 2.5 bps; the 2026 bond was down 7 bps to 
104.57% with yield at 3.995%, up 1 bp; and the 
2023 bond fell 10 bps in price to 106.17% 

yielding 3.32%, up 2 bps. 
The 30-year bond maturing in 2047 was down 
54 bps to 104.4% with yield up 4 bps at 4.96%, 

and the 10-year bond maturing in 2027 was 
down 15 bps at 101.16%, with yield up 2 bps at 
4.08%. 

 
Pr mz 
(Our editorial staff can be reached at 
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eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Serbia 

Serbia sells 38.7 mln euro of 5-yr T-

notes, yield falls  

23-May-2019  
BELGRADE (Serbia), May 23 (SeeNews) – 
Serbia's finance ministry said on Thursday it 
sold below target 38.7 million euro ($43.1 
million) of five-year euro-denominated 
Treasury notes in a reopening of the issue. 

The yield came in at 1.70%, unchanged from the 

previous auction of the issue, held on April 22, 

the ministry said in a statement. 
Demand for the government debt paper, which 
matures on January 31, 2024, stood at 38.7 
million euro. Serbia targeted to raise 50 million 
euro. 
 
(1 euro = 117.968 dinars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Slovakia 

Slovakia sells 115.5 mln euros of 2031 

bonds  

20-May-2019  
BRATISLAVA, May 20 (Reuters) - Slovakia sold 

115.5 million euros ($128.87 million) worth of 
1.625 percent state bonds due in January 
2031 at an auction on Monday, the finance 
ministry's Debt and Liquidity Management 
Agency (ARDAL) said.  

The bid/cover ratio was 2.85, compared to 3.95 
in the previous sale in April. 
ARDAL had indicated it aimed to sell around 100 
million euros worth of this paper. 
- Settlement date: May 22, 2019 
- Another batch of the bonds will be auctioned in 

a second, non-competitive auction round on 

Tuesday. 
- Details of the auctions can be found on page.  
 
($1 = 0.8962 euros) 
(Reporting by Mirka Krufova; Editing by Tatiana 
Jancarikova) 
(( prague.newsroom@thomsonreuters.com )( +420 
224 190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkish central bank net international 

reserves at $24.88 bln as of May 17  

22-May-2019  

ISTANBUL, May 22 (Reuters) - Turkish central 

bank's net international reserves stood at 
149.28 billion lira ($24.88 billion) as of May 

17, data showed on Wednesday. 

It stood at 165.38 billion lira a week earlier. The 
exchange rate used by Reuters on Wednesday 
was 5.9999 compared to 6.2026 used a week 
earlier. 
 
(Reporting by Ali Kucukgocmen 
Editing by Ezgi Erkoyun) 
(( ali.kucukgocmen@thomsonreuters.com , 
@alikucukgocmen; +902123507067; Reuters 

Messaging: Reuters Messaging: 
ali.kucukgocmen.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Adviser to Ukraine president sees 

possible new IMF deal after snap 

election  

20-May-2019  
KIEV, May 20 (Reuters) - Ukraine could begin 

talks on a new or revised programme with the 
International Monetary Fund after a snap 

parliamentary election, an adviser to the new 
President Volodymyr Zelenskiy was quoted as 
saying by Interfax Ukraine on Monday.  

"After the parliamentary election, I think it is 
possible to open a new programme," Oleg 

Ustenko said. "I suppose that in June-August the 
negotiation process will start on either opening a 
new programme or revising the old programme." 

The IMF supports Ukraine with a $3.9 billion 
agreement conditional on the country passing 
reforms such as bringing household heating 
tariffs up to market levels. 
 
(Reporting by Pavel Polityuk and Natalia Zinets; 
writing by Matthias Williams and Toby Chopra) 
(( matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Argentina sells $900 mln worth of 

Treasury notes  

21-May-2019  
BUENOS AIRES, May 21 (Reuters) - Argentina 

issued two series of treasury notes 
denominated in U.S. dollars on Tuesday for an 
equivalent of about $900 million, the economy 

ministry said in a statement. 

The issuance included $600 million in so-called 
"Letes" notes due in 63 days, at a nominal 
annual interest rate of 4.0 percent. A second 
series of $300 million in Letes, due in 210 days, 
was issued at a rate of 6.21 percent. 
The economy ministry said it had received a 
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total of 7,719 purchase orders for the treasury 

notes for a total $1.071 billion. 

 
(Reporting by Walter Bianchi; writing by Dave 
Sherwood; editing by Jonathan Oatis) 
(( dave.sherwood@thomsonreuters.com ; +56-9-
9138-1047, +56-2-2370-4224; Reuters Messaging: 
dave.sherwood.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Fitch Affirms Brazil At 'BB-'; Outlook 

Stable  

21-May-2019  

May 21 (Reuters) -  
Fitch affirms Brazil at 'BB-'; outlook stable. 

Fitch says Brazil's ratings are constrained by 
structural weaknesses in its public finances 
and high government indebtedness, among 
others. 

Fitch says scope and timing of Brazil's pension 
reform initiatives is uncertain. 
Fitch says fiscal challenges continue to weigh 
heavily on credit profile and make Brazil 
vulnerable to shocks. 

Fitch says Brazil's macroeconomic environment 

is supported by moderate inflation and contained 
current account deficits. 
Fitch on Brazil's pension reforms- fragmentation 

in congress is a large hurdle, new gov't has not 
yet forged a credible, durable coalition for 
reforms. 

Fitch says believes that chances of Brazil's 
pension reforms passing appear higher than 
before elections. 
Fitch on Brazil says complete failure to advance 
pension reform cannot be ruled out. 
Fitch- believes that passage of pension reform is 
necessary but not sufficient to significantly 

improve Brazil's near-term outlook for public 
finances. 
Fitch says forecasts that Brazil's real GDP growth 
will reach 1.5% in 2019 and 2.5% in 2020. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil eyes another round of budget 

freezes, weighing on economy  

22-May-2019  
By Jamie McGeever 

BRASILIA, May 22 (Reuters) - Brazil's 

government is expected to announce another 
round of budget freezes on Wednesday, 
raising the risk of pushing the country's 
already weak economy closer to recession and 
adding to political pressure on President Jair 
Bolsonaro. 

The last bimonthly public spending and revenue 
report in March called for 30 billion reais ($7.4 
billion) of spending freezes. Economy Ministry 

sources told Reuters the new freezes will be 
worth around 5 billion reais. 

The government is also expected to cut its 2019 

growth forecast on Wednesday to 1.6% from 

2.2%, underscoring concerns about Brazil's 
economy after what is likely to be a first-quarter 
contraction. 
While few dispute the need to fix Brazil's public 
finances, the latest austerity measures — 
especially cuts to public investments — could 

have serious political and economic 
consequences. 
Tens of thousands took to the streets of more 
than 200 cities last week in the biggest 
demonstrations yet against Bolsonaro over a 
recent decision to freeze nearly a quarter of 

discretionary spending controlled by the 
Education Ministry. 
Approval ratings have been sliding for the 

former Army captain, who was elected on a law-
and-order anti-corruption platform, since 
Bolsonaro became president on Jan. 1, in large 
part due to a lack of progress on the economy. 
The government insists it must be tough 
because it is struggling to meet this year's 
budget target of a 139 billion reais ($34 

billion) deficit before debt payments. To critics 
and some economists, cutting spending as the 
economy sputters is akin to digging to escape a 
hole, however. 
Public investment in Brazil is the lowest on 

record for the country and falling. The Treasury 
said it could be less than 0.5% of gross domestic 
product this year, below last year's 0.7% of GDP 

and well below 1.4% of GDP five years ago.  
Treasury Secretary Mansueto Almeida has 
acknowledged that public investment is getting 
to "critical" levels. But in an interview with 

Reuters last month, he said spending must be 
brought under control even if it harms the 
economy in the near term.  
"It doesn't matter if the economy is growing 
faster or slower, we need to cut expenditure. As 
soon as the economy starts growing again, we 

will have the revenue and we can increase 
investment again," he said.  
FISCAL MULTIPLIER 
In tough economic times, the so-called 'fiscal 

multiplier' in public investment is particularly 
high, said Rodrigo Orair, director at the 
Independent Fiscal Institute, a non-partisan 

think tank funded by Brazilian senators. 
In other words, growth generated by a dollar of 
public investment is far higher than the growth 
that would be generated by a dollar of subsidies 
or tax cuts, typically the Brazilian government's 
two preferred fiscal stimulus tools. 
"It is widely recognized that public 

investment has higher multipliers than most 
government expenditures, so cutting public 
investment has a more severe impact on 
economic growth," Orair said. "It is not a 
good path to follow."  

A constitutional spending cap is expected to 
force public expenditure over Bolsonaro's four-
year term to be cut by at least two percentage 
points of gross domestic product.  

In addition, if it looks like revenues are going to 
undershoot forecasts and imperil the primary 
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budget balance target, the government must 

suspend or cut discretionary spending.  

That often means less public investment, 
including spending on essential services and 
medium- to longer-term projects such as health, 
education, sanitation and roads.  
The lion's share of public spending is non-
discretionary, or outlays that the government 

must meet, such as payrolls and social security 
benefits. This expenditure continues to grow, 
which is why the government has put forward a 
pension reform bill that aims to save 1.2 trillion 
reais over the next decade. 
 
($1 = 4.0517 reais) 
(Reporting by Jamie McGeever 
Additional reporting by Marcela Ayres 
Editing by Brad Haynes and Sonya Hepinstall) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil's Guedes sees 'favorable 

surprise' on pension reform in 60 days  

23-May-2019  
By Lais Martins 
SAO PAULO, May 23 (Reuters) - Brazil's 

Economy Minister Paulo Guedes said on 
Thursday he was confident pension reform 
would be approved in the next 60-90 days, 
and that it would pack a sufficient fiscal 
punch. 

"We believe it will be approved, and that in 60 

days there will be a favorable surprise in the 
Senate," Guedes said at an event in Sao Paulo. 
A climate of collaboration among the political 
class has replaced the one of division and 
distrust of recent months, he noted. 
"I'm optimistic, I think that in 60 to 90 days this 
will be passed and we will push ahead with an 

extraordinarily positive agenda," he said. 
Some Congressional sources, however, say the 
government remains well short of the 308 votes 
required in the lower house to even take it up to 
the Senate, meaning final approval could be 

several months away. 
The bill making its way through the Congress is 

a sweeping package of measures, including 
raising the minimum retirement age and 
increasing workers contributions, which aims to 
generate savings of 1.237 trillion reais ($306 
billion) over the next decade. 
The government and many economists say 
this is vital to boosting investor, consumer 

and business sentiment, and bringing Brazil's 
lackluster economy back to life.  

Doubts over President Jair Bolsonaro's main 
economic reform are likely to have contributed 
to the economy shrinking in the first quarter, the 
first contraction since 2016. The government cut 

its 2019 growth forecast this week to 1.6% from 
2.2%, but even that is above the market 

consensus of around 1.2%. 
But Guedes said these forecasts will be revised 
up again in two to three months, the same 

timetable he predicted for pension reform 

approval. 

He said once pension reform is approved, 
boosting private investment will become the 
economic "battle front." Guedes also said Brazil 
is staying out of the U.S.-China trade spat, and 
that Brazil will negotiate with both countries.  
 
($1 =- 4.0450 reais) 
(Reporting by Lais Martins 
Writing by Jamie McGeever; Editing by Tom Brown and 
Richard Chang) 
(( jamie.mcgeever@thomsonreuters.com ; +55 (0) 61 
3426 7015; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Chile 

Chile puts best foot forward in tough 

market  

17-May-2019 17:55:43  
NEW YORK, May 17 (IFR) - Chile raised about 

the equivalent of US$1.5bn in a Euroclearable 
peso bond tap last week despite fragile 
market conditions stemming from an 

escalating trade war between China and the 
US.  

The fixed-rate bonds - the 4% 2023s, 4.7% 
2030s and 5% 2050s - were Euroclearable and 

had been marketed to foreign accounts as the 
sovereign looked to deepen its local debt 
markets. 
Yet with EM currencies on a back foot as China 

and the US locked horns over trade, luring 
international accounts into the trade was seen 
as a tough slog. 
The Chilean peso had been steadily weakening 
against the dollar to trade on Wednesday at 
around 692.63, from 661.81 on April 19, 

according to Refinitiv data. 
And while that could arguably make for a cheap 
entry point for investors favouring the peso, it 
remained unclear just how much foreign interest 
Chile could garner in this environment. 
That was especially true for a top-rated 
sovereign like Chile (A1/A/A+) whose local 
currency bonds carry relatively low yields 

compared to others on offer in the EM space.  

"(Foreign investors) are willing to play but they 
expect some degree of concession," said a 
syndicate banker away from the deal.  
Even so, the deal saw decent enough price 
progression, with leads tightening between 10bp 
and 20bp from start to finish.  

In the end, the sovereign landed a Ps280bn tap 
of its 2023s at 3.60%, a Ps420bn tap of its 
2030s at 4.20% and a Ps350bn tap of its 2050s 
at 4.55%. 
That compares to respective secondary levels of 

around 3.57%, 4.13% and 4.47% on the day of 
pricing, according to Refinitiv data.  

While international demand wasn't 
overwhelming, about 24% of the deal was 
placed with foreigners - the largest amount seen 
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on such a deal, according to the finance 

ministry. 

"Against an uncertain and volatile backdrop, the 
results underscore the international markets 
confidence in the Chilean economy, with a 
record participation from foreign investors," 
Finance Minister Felope Larrain said in a 
statement.  

Thanks to its inclusion on JP Morgan's GBI-EM 
local currency index, the trade was thought to 
have caught a bid from index players despite the 
relatively low yields.  
Ever since Chile started issuing local currency 
bonds in a Euroclearable format in 2017, its 
weighting in the GBI-EM index has increased 
from 1.1% in April that year to 3.3%. 

"Some people are buying smaller countries like 

Chile and Peru than used to be the case," as 
their weighting in the GBI has increased, said a 
senior banker.  
A concurrent tender for Chile's outstanding 
February and March 2021s and a global peso 
bond maturing in August 2020 were also 

supportive for the deal. 
Itau, Scotiabank and Santander led the 
transaction. 
 
(This story will appear in the May 19 issue of IFR 
Magazine.) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
D Chile 1 
(c) Copyright Thomson Reuters 2019. 
 
 

Colombia 

Moody's Changes Colombia's Outlook 

To Stable From Negative, Affirms BAA2 

Ratings  

23-May-2019  
May 23 (Reuters) -  
Moody's changes Colombia's outlook to stable 
from negative, affirms BAA2 ratings. 
Moody's on Colombia says recovering 
economic activity, fiscal consolidation efforts 
by current admin are likely to stabilize 

government debt burden. 

Moody's says Colombia's stable outlook 
incorporates its view that risks stemming from 
the country's external accounts will remain 
contained. 
Moody's says Colombia's economic performance 
will be supported by rising private investment 

and consumption. 
Moody's says Colombia's credit profile more 
robust than its baa3 peers even after 
deterioration observed following severe external 
shock in 2015-16. 
Moody's says president Ivan Duque's measures, 

accompanied by economic activity recovery, will 

stabilize Colombia's debt-to-GDP ratio over 
coming yrs. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 

(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Revises Colombia's Outlook to 

Negative  

24-May-2019  
May 23 (Reuters) –  
Fitch revises Colombia's outlook to negative; 
affirms IDR at 'BBB'. 
Fitch says Colombia's rating outlook has been 
revised to negative from stable 

Fitch says it expects financing law passed in 
2018 will weaken Colombian government 
revenues. 
Fitch says revenue losses under Colombia's 
financing law will hamper fiscal consolidation. 

Fitch says Colombia's widening current account 

deficit has led to an increase in external debt 
and fall in external liquidity indicators. 
Fitch says Colombia's outlook reflects risks to 
fiscal consolidation, trajectory of government 
debt, weakening of fiscal policy credibility, 
among others. 

Fitch says lost revenue will be difficult to make 
up with Colombian government's planned tax 
administration & anti-evasion efforts alone. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexican health service chief quits over 

spending cuts  

21-May-2019  

MEXICO CITY, May 21 (Reuters) - The head of 

Mexico's social security institute has stepped 
down, citing budget cuts that he said would 
harm health services for the poor, in one of 
the first major resignations in the 
administration of leftist President Andres 
Manuel Lopez Obrador. 

German Martinez, head of the institute known as 
IMSS, issued his resignation in a letter on the 

government's website on Tuesday. In it, he took 
a swipe at the finance ministry, blaming it for 
pressure on the IMSS to make savings and cut 
staff.  
"Excessive savings and controls in health 
spending is inhumane," Martinez said in the 
letter, saying the country's poor were worst hit. 

The finance ministry under Lopez Obrador, who 
took office in December, has made major 
spending cuts in the government's first budget, 
trying to balance the president's promises to 
help the poor with commitments to run a 1% 
primary budget surplus.  
Lopez Obrador told reporters he regretted 

Martinez's decision but that a replacement for 

him would be found. He urged IMSS and the 
finance ministry to reach agreement going 
forward.  
IMSS runs hospitals as well as pensions and 
social services and is one of the country's 
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biggest government spending dependencies. 

Martinez is a former chairman of the center-right 

National Action Party (PAN), a longstanding 
adversary of Lopez Obrador. 
Martinez's decision to switch sides and join the 
campaign of the former Mexico City mayor had 
helped to broaden Lopez Obrador's base of 
support in the run-up to his landslide election 

win last July. 
A spokesman for the finance ministry said it had 
no immediate comment about Martinez's letter. 
 
(Reporting by Dave Graham and Ana Isabel Martinez 
Additional reporting by Sharay Angulo 
Editing by Alistair Bell and Bernadette Baum) 
(( dave.graham@thomsonreuters.com ; +52 1 55 
5282 7146; Reuters Messaging: 
dave.graham.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela 

Venezuela opposition hires veteran 

lawyer Buchheit to help restructure 

debt  

20-May-2019  
CARACAS, May 20 (Reuters) - Venezuela's 

opposition has hired veteran debt lawyer Lee 
Buchheit to help restructure the country's 
more than $150 billion debt burden, 
suggesting it could take a tough approach to 
dealing with investors holding defaulted 

bonds.  
Buchheit, a former Cleary Gottlieb attorney 
who has represented several governments in 
debt talks with bond investors, published an 
academic article last year suggesting ways for 
a future Venezuela government to minimize 
debt repayments.  

The move comes nearly four months into a 
power struggle between President Nicolas 
Maduro and Juan Guaido, the head of the 

opposition-controlled National Assembly who in 
January invoked the country's constitution to 
assume an interim presidency, arguing Maduro's 

2018 re-election was illegitimate. 
Guaido has been recognized as Venezuela's 
rightful leader by dozens of countries, including 

the United States, which has allowed his lawyers 
to represent the country in court battles with 
creditors. One court has granted a stay in suits 
against state-run oil company PDVSA for unpaid 
debts due to Venezuela's political crisis. 
The most immediate task for a potential 
restructuring is protecting Citgo, a U.S. refiner 

owned by PDVSA. The opposition last week 
made a $71 million interest payment on bonds 
backed by shares in Citgo, but other creditors 
could still try to seize the company to collect on 
unpaid debt. 

In late October, Buchheit co-authored the paper 
arguing that Venezuela would be a candidate to 

benefit from a potential U.S. executive order 
protecting its assets from seizure by creditors. 
That could facilitate an "orderly resolution" that 

would to the negotiating table even debtholders 

reluctant to accept losses on their holdings, he 

wrote. 
Venezuela's information ministry did not 
immediately reply to a request for comment. 
At the time, Buchheit had been working for 
Cleary, which represents a group of Venezuelan 
bondholders. He retired as a partner at the firm 

effective Feb. 19, Cleary said in a statement in 
response to an inquiry from Reuters at the time.  
Buchheit had said he planned to retire from 
Cleary at the end of 2018 but his time at the 
firm was extended. He declined to further 
discuss the circumstances of his departure when 

consulted about it in February.  
"Lee has great respect in the sovereign debt 
community and among commercial creditors, 

government lenders and public officials," said 
Ricardo Hausmann, the opposition's 
representative at the Inter-American 
Development Bank.  

Buchheit will be representing Venezuela on a 
pro-bono basis, according to Jose Ignacio 
Hernandez, who Guaido has tapped as a special 
prosecutor representing the country's interests 
abroad. 
 
(Reporting by Deisy Buitrago; Writing by Daniel Flynn  
Editing by Luc Cohen, Andrea Ricci and Susan Thomas) 
(( daniel.flynn@thomsonreuters.com ; +55 11 5644 

7701 ; Reuters Messaging: 
daniel.flynn.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

Congo Republic 

Congo Republic senate approves 

restructuring of China debt  

20-May-2019  
DAKAR, May 20 (Reuters) - Congo Republic's 

senate on Monday voted to restructure some 
of its debt with China, a move that the 

International Monetary Fund has said was 
necessary to unlock financial support, the 
finance ministry said.  

Negotiations over a bailout for the oil-dependant 
economy have dragged on since 2017, as 
Congolese authorities failed to convince the IMF 
they were doing enough to control the national 
debt or tackle corruption. 

But an IMF mission said this month that it had 
agreed a three-year lending programme with 
Congo Republic subject to the government’s 
fulfilment of reforms and approval by the IMF’s 
executive board.  
The government signed an agreement with 
Beijing in April to restructure more than $2.5 
billion in debt.  

Congo's Senate voted to approve the 
restructuring of loans from China's Import-
Export Bank, which includes eight credit 
agreements between Congo and China, the 
finance ministry said in a statement.  
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This does not make up the whole $2.5 billion of 

Chinese debt, it added.  

 
(Reporting By Joe Bavier, writing by Edward McAllister) 
(( edward.mcallister@tr.com ; +221 33 864 5782; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Congo Republic's IMF bailout at risk 

over debt deals  

22-May-2019 16:09:58  
• Congo's debt ballooned due to 2014 
fall in oil prices 
• IMF board due to consider three-year 
programme 
• Congo advisers critical of debt deals 
with China, Trafigura 

By Joe Bavier and Karin Strohecker 

JOHANNESBURG/LONDON, May 22 (Reuters) - 
Advisers to Congo Republic's government 
have warned it that there is a "major risk" the 
International Monetary Fund (IMF) will reject 
its bid for a long-sought bailout, according to 
a letter obtained by Reuters. 

Negotiations for an IMF programme have 
dragged on since 2017, with the IMF's executive 
board demanding the central African oil producer 

ensure the sustainability of its debt, most of 
which is owed to China and oil traders.  
At the end of its most recent mission to Congo 
this month, an IMF team said it was finally 
ready to support a three-year credit facility. 
But any programme would first need to be 
approved by the Fund's board. 

"The advisers to the republic wish to make you 
aware of the major risk of the programme's 

rejection by the IMF's board," said the letter 
addressed to Congolese Prime Minister Clement 
Mouamba and dated May 15.  
Congo hired French financial advisers Lazard and 
more recently Parnasse, a firm employing 
former IMF Managing Director Dominique 

Stauss-Kahn, to assist it in the negotiations with 
the Fund.  
The letter was signed by Strauss-Kahn and 
Matthieu Pigasse, head of Lazard France. A 
source close to the matter confirmed its 

authenticity. 
Lazard declined to comment on the letter. 

Attempts to contact Strauss-Kahn were 
unsuccessful. Congo's government spokesman 
and an official in the prime minister's office in 
Brazzaville did not respond to requests for 
comment. 
An IMF spokesperson rejected the advisers' 
position that the programme, which would also 

likely unlock financing from the World Bank and 
African Development Bank, was in doubt. 
"This information does not represent the views 
of the IMF. The IMF team continues to be in 
discussions with the authorities regarding the 

next steps needed to be able to present this 

agreement to the IMF Executive Board for 
discussion." 
REAL RESTRUCTURING? 
Congo's economy suffered from a sharp drop in 
oil prices in 2014, causing debt levels to balloon 

to 118 percent of GDP in 2017.  
For over a year, efforts to restructure debt 
with China - Congo's leading bilateral creditor 
- and oil traders including Glencore and 
Trafigura  made little headway.  
However, Congo reached an agreement last 
month to restructure a portion of its debt to 
China. And the Bloomberg news agency 
reported that it had also reached a deal on its 
debt to Trafigura.  

The letter said the IMF technical team had 
expressed concern with regard to the real effort 

made by the Chinese in the deal.  
"For the technical team, it's a question of 
proving to the board members that China has 
agreed to a real restructuring of its loans and 
not simply a technical reconfiguration," it stated. 
Congo's senate ratified the agreement with 

Export-Import Bank of China on Monday.  
According to the Finance Ministry, Congo's debt 
to China stood at nearly 1.48 trillion CFA francs 
($2.54 billion) at the end of March.  
Under terms of the deal, repayment of 944 
billion CFA francs owed for eight infrastructure 
projects will be extended an additional 15 years. 

Congo, however, must pay off a third of that 
amount by the end of 2021.  
Lazard and Parnasse also criticised the deal with 
Trafigura, writing that it did not meet the 
conditions set out by the IMF. 
"The formalisation of such an agreement in the 
coming weeks would send a bad signal...to the 

board members about Congo's real willingness 
to stick to its commitment to re-establish the 
sustainability of the public debt," the advisers 
wrote. 
Anti-graft groups have long criticised the opacity 
of Congo's oil sector and loan agreements with 

oil traders and called on the IMF to use its 
position to foster transparency. 
"Congo needs to publicly disclose the existence 
and terms of all its oil-backed loans before the 
IMF countenances any further financial support," 
said Natasha White, an oil researcher for 
campaign group Global Witness. 

 
($1 = 583.2500 CFA francs) 
(Additional reporting by Inti Landauro in Paris 
Editing by Mark Heinrich) 
(( joe.bavier@thomsonreuters.com ; +27 664877766; 
Reuters Messaging: 
joe.bavier.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Ratings: IMF Deal Would Ease 

Republic of Congo Liquidity Constraints  

23-May-2019  
Fitch Ratings-Hong Kong/London-May 23: 
Approval by the IMF board of an Extended 
Credit Facility (ECF) for the Republic of Congo, 
following the recent staff-level agreement and 
the country's announcement of a deal with 
China to restructure its debt, would further 
ease the sovereign's liquidity constraints, 

Fitch Ratings says. 

An IMF programme would catalyse further 
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international financing of up to USD900 million 

(8.7% of 2019 GDP) over three years, notably 

from the World Bank, the African Development 
Bank and France. It would also strengthen the 
credibility and coherence of Congo's 
macroeconomic framework. 
The staff-level agreement was announced on 9 
May, shortly after Congo and China had agreed 

to restructure Congo's debt to China. Chinese 
loans, excluding debt to Chinese contractors, 
account for about 23% of Congo's government 
debt, which at end-2018 was about 100% of 
GDP. Negotiations with oil traders, who hold 
about 15% of government debt, are likely to 

take longer. 
The restructuring does not affect Congo's 
market debt instruments, namely its USD478 
million Eurobond and the five-year local-
currency bond. A restructuring of debt to 
official sector creditors such as China, or of 
contracts that are not purely financial in 
nature, such as the loans from oil traders that 
are linked to the physical delivery of 
commodities, are not default events according 
to Fitch's sovereign rating criteria. 

Higher government liquidity due to the rise in 
both oil prices and production and the 
authorities' publicly stated intention to exclude 
the market debt instruments from restructuring 
drove our upgrade of Congo's rating to 'CCC' 
from 'CC' on 27 March. However, recent defaults 
and lingering public finance management and 

governance fragilities weigh on the rating. 
The IMF staff agreement follows more than two 
years of negotiations. Like other oil-exporting 
countries of the Central African Monetary and 
Economic Community (CEMAC), Congo 
committed in late 2016 to apply for a 
programme to ease pressure on pooled CEMAC 

reserves from lower oil prices and to support 
structural reforms to diversify the economy. 
Discussions with Congo were put on hold 
when the previously undisclosed loans to oil 
traders were revealed in 2017, showing that 
public debt was unsustainably high and 
illustrating weak management of public 
finances. Repeated delays in implementing 
measures to improve governance also 

hampered negotiations. 

Congo has made progress in meeting the IMF's 
governance prerequisites. The authorities still 
have to transmit three reports on governance 
issues to parliament before the programme can 
be submitted for IMF board approval. There are 
still risks to timely approval, for example from 

potentially tense discussions among IMF 
members, or failure to fulfil the remaining 
governance requirements. 
Sustained easing of government financing 
constraints, for example through bilateral and 
multilateral funding facilitated by 
implementation of an IMF programme, could 

lead to positive rating action, as could a debt 
restructuring agreement that resulted in 
improved debt sustainability. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email:  

Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Egypt 

Egyptian government debt surges in 

2018   

21-May-2019  
CAIRO, May 21 (Reuters) - Egypt's government 

debt surged to around $339 billion in the year 
to end-December, the central bank said on 
Tuesday, but economists say the borrowing 
remains within relatively safe limits.  

The government's foreign debt rose by 16.6 
percent to $96.61 billion while domestic debt 

increased by 20.25 percent to 4.108 trillion 
Egyptian pounds ($242 billion).  
Economists say much of the foreign debt is 
relatively easy to roll over because it is owed 
to friendly lenders such as Gulf governments 
or the African Development Bank and the 
World Bank.  

"It's well within normal levels," said Allen 
Sandeep, head of research at Naeem Holding. 

"It will drop as a percentage of GDP going 
forward." 
External debt equalled 35.1 percent of GDP, the 
bank said.  
The government has been gradually regaining 
control of its finances after signing a 

restructuring agreement with the IMF in 
November, 2016. It recently began working to 
lengthen the maturities of its debt.  
 
(Reporting by Ehab Farouk and Patrick Werr, editing 
by Ed Osmond) 
(( patrick.werr@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Egypt's central bank keeps key interest 

rates unchanged  

23-May-2019  
CAIRO, May 23 (Reuters) - Egypt's central bank 

on Thursday kept its key interest rates 
unchanged, in line with a Reuters poll of 

economists. 

The central bank held its overnight deposit rate 
at 15.75% and its overnight lending rate at 
16.75%, a bank statement said. 
Leaving them unchanged is "consistent with 
achieving the inflationary target of 9 percent 
(±3 percentage points) in 2020 Q4 and price 

stability over the medium term," the bank said 
in a statement. 
Headline inflation slowed to 13% in April from 
14.2% in March. It had fallen slightly in March 
from 14.4% in February, its highest since 
November. The bank's target range is 10% to 
16%. 

Core inflation, which strips out volatile items 
such as food, also fell in April to 8.1% from 

8.9% the previous month. 
The Egyptian pound hit a two-year high on 
Thursday, bucking a downtrend among emerging 

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 

  20 

market currencies with help from inflows in the 

tourism and energy sectors. 

While the deepening trade conflict between the 
United States and China has generally heaped 
pressure on emerging currencies, the pound has 
risen nearly 5% against the dollar since the 
beginning of the year. 
Eleven out of 14 economists polled by Reuters 

said the Central Bank of Egypt's (CBE) monetary 
policy committee was unlikely to change its 
overnight rates. 
 
(Reporting by Amina Ismail, Editing by Alexandra 
Hudson, William Maclean) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ivory Coast 

Ivory Coast sends request for proposal 

for bond issue  

22-May-2019  
By Sudip Roy and Robert Hogg 
LONDON, May 22 (IFR) - Ivory Coast has sent a 

request for proposal to banks for an 
international bond issue, according to 
sources. 
One of the sources said the sovereign is 
considering a euro-denominated offering. 

Ivory Coast (Ba3/-/B+) became the first African 

borrower to issue 30-year bonds in euros when 
it sold a €850m 6.625% 2048 note in March 
2018. That bond was paired with a €850m 
5.25% 2030 bond. 
The 2030s are yielding 6.04% on the bid side, 
according to Tradeweb prices, and the 2048s are 
bid at 7.18%. 

 
(Reporting by Sudip Roy and Robert Hogg, editing by 
Helene Durand) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Nigeria 

Nigeria central bank holds benchmark 

interest rate  

21-May-2019  
ABUJA, May 21 (Reuters) - Nigeria's central 

bank held its benchmark interest rate at 
13.5%, its governor Godwin Emefiele said on 

Tuesday, after a surprise 0.5 percentage point 
cut at the previous meeting. 

Most analysts polled by Reuters had expected no 
change. A minority predicted a rate cut 
The decision comes a day after Nigeria's 

statistics office said economic growth had slowed 
in the first quarter of 2019, dropping to 2.01% 
from 2.38% in the previous quarter as the 

country's dominant oil sector shrank. 
Emefiele, who this month became the first 

Nigerian central bank governor since the 
return to democracy in 1999 to be given a 

second term, said the central bank predicted 
that growth this year would come in at 2.38 
percent. 

At the last interest rate meeting in March, the 
central bank made an unexpected cut as part of 
an attempt to stimulate growth in Africa's 
biggest economy and signal a "new direction". 
The move was the first rate cut since November 

2015. The rate had been held at 14% since July 
2016 to support the naira and curb inflation. 
Nigeria emerged from its first recession in 25 
years in 2017. Higher oil prices and recent debt 
sales have helped it accrue billions of dollars in 
foreign reserves.  
But growth remains fragile and inflation edged 

up in April to 11.37% from 11.25% a month 
earlier. 
 
(Reporting by Paul Carsten and Camillus Eboh 
Writing by Alexander Winning and Mfuneko Toyana in 
Johannesburg; editing by John Stonestreet) 
(( alexander.winning@tr.com ; +27 11 595 2801; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

Divisions emerge as South African 

central bank holds rates, cuts growth 

outlook  

23-May-2019  
• Bank holds base rate at 6.75% by 3 
votes to 2 
• Governor says current rate is 
accommodative 
• Says inflation falling but should go 
lower 
• Cuts 2019 growth outlook again 

By Olivia Kumwenda-Mtambo and Tanisha 

Heiberg 
PRETORIA, May 23 (Reuters) - A divided South 

African central bank kept interest rates 
unchanged on Thursday, judging that signs of 
easing inflation and a slowing economy that it 
believes shrank in the first quarter were not 
strong enough to warrant a cut.  

The bank, along with President Cyril 
Ramaphosa's incoming administration, is under 

pressure to revive growth after a decade of 
policy missteps that have seen unemployment 
creep up to record highs and investment slow to 
a trickle. 
"The committee assesses the stance of monetary 
policy to be broadly accommodative over the 

forecast period," South African Reserve Bank 
(SARB) Governor Lesetja Kganyago said after 
policymakers voted 3-2 to hold the benchmark 
repo rate at 6.75% for the third policy meeting 
in a row. 

Thursday's was the first meeting since 
Ramaphosa's African National Congress party 

won a reduced majority in this month's national 
election, and the fact that two of the five 
policymakers argued for a cut of 25 basis points 
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was unexpected.  

Some economists believe the SARB should 

already be cutting rates to stimulate demand, 
particularly consumer spending, which accounts 
for 60 percent of gross domestic product but has 
been depressed for most of the last five years. 
But all 30 economists polled by Reuters had 
forecast no change on Thursday, and the rand 

slipped to session low of 14.5350 per dollar, its 
softest since May 3, soon after the decision.  
Inflation expectations were at their lowest in 
10 years, "but we would like to see them 
anchored closer to the midpoint," Kganyago, 
whose five-year term expires in November, 
told reporters. 
"Any future policy adjustments will continue 
to be data-dependent," she added. 

The bank's target range for inflation, which fell 
to 4.4% in April, is between 3% and 6%. 
It said it saw consumer price-growth averaging 
4.5% in 2019, down from the 4.8% it forecast in 
March. Inflation would rise to 5.1% in 2020 
before slowing to 4.6% in 2021, due mainly to 
lower food, oil and wage costs. 

It cut its 2019 economic growth outlook to 1.0% 
from the it 1.3% forecast March, and said a first 
quarter GDP contraction was likely after weak 
mining and manufacturing data. In January it 
saw GDP accelerating 1.5% this year.  
"Overall the meeting has been digested as 
downbeat and added risks lower for the rand," 

Analyst FXTM Lukman Otunuga said in a note. 

The bank's Quarterly Projection Model (QPM) 
implies a 25 basis point rate cut by early 2020, 
compared to the 25 bps hike it pointed to at the 
March meeting. 
 
(Writing by Mfuneko Toyana, Editing by Angus 
MacSwan and John Stonestreet) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Zambia 

Moody's Downgrades Zambia's Ratings 

To CAA2, Outlook Changed To Negative  

23-May-2019  
May 23 (Reuters) -  
Moody's downgrades Zambia's ratings to 
CAA2, outlook changed to negative. 
Moody's says downgraded the government of 
Zambia's long-term issuer ratings to caa2 
from caa1 and changed the outlook to 

negative from stable. 

Moody's says Zambia's downgrade reflects 
increasing external and liquidity pressures from 
impairing government ability to service its debt 
over medium term. 

Moody's - narrow reserves buffer leaves 
Zambia's external position vulnerable to even 

small shocks, in particular to a fall in copper 
prices/production. 
 

((( Reuters.Briefs@thomsonreuters.com );)) 
(c) Copyright Thomson Reuters 2019. 
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