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ASIA 
  

GCC Gulf Cooperation Council 

Gulf Arab economies likely to grow 

more slowly through 2020  

23-Jan-2019  
DUBAI, Jan 23 (Reuters) - Gulf Arab economies 

will grow at a slower pace than previously 
forecast, a quarterly Reuters poll of 
economists found, as oil output cuts, lower 
crude prices and weaker global growth put 
pressure on regional economies.  

Gross domestic product in Saudi Arabia, the 

largest Gulf Arab economy and the world's 
largest oil exporter, will grow 2.1 percent in 
2019 and 2.2 percent in 2020, the poll of 22 
economists projected. Three months ago, the 
forecasts were for growth of 2.5 percent in 2019 

and 3.0 percent in 2020.  
The benchmark price for Brent crude oil 

averaged around $71.6 per barrel last year. So 
far this year, it has only averaged around $60 
per barrel, and economists are predicting prices 

below $70 a barrel in 2019, based on lower 

demand growth and oversupply concerns.  
Supply cuts led by the Organization of the 
Petroleum Exporting Countries and some non-
OPEC allies, including Russia, are likely to 
support oil prices to an extent, but they will 
weigh on GDP growth, economists said.  
The International Monetary Fund on Monday 
cut its forecasts for world economic growth in 
2019 and 2020 for the second time in three 
months. The IMF predicted the global 
economy to grow 3.5 percent in 2019 and 3.6 
percent in 2020.  

"Basically, we are a little less optimistic than we 
were six to nine months ago," said Khatija 
Haque, Emirates NBD head of MENA Research, 
citing the lower oil price expectations, oil output 

cuts and a gloomier global growth outlook.  
Riyadh plans to increase spending by 7 percent 
this year to an all-time high in an effort to boost 
non-oil growth. The latest poll raises the median 
forecast for Saudi's fiscal deficit this year to 5.6 
percent of GDP from 4 percent, and to 5.9 

percent from 2.8 percent for 2020. 
Saudi has pledged to eliminate the state deficit 
by 2023.  
Those polled also pushed back to 2020 their 
expectation of when the United Arab Emirates 
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will return to fiscal surplus for the first time 

since it started running a deficit in 2015. Last 

quarter's poll had forecast a surplus for 2018.  
The latest poll continues to predict sizeable 
budget and current account deficits for the two 
weakest GCC economies, Bahrain and Oman. 
 
(Polling by Md Manzer Hussain, writing by Lisa 
Barrington, editing by Larry King) 

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

Bahrain 

Bahrain got first funds from Gulf aid 

last year  

22-Jan-2019  
DUBAI, Jan 22 (Reuters) - Bahrain has received 

the first instalment of a $10 billion aid 
package pledged by its Gulf allies last year, its 
central bank governor told Bloomberg TV in 
an interview. 

"This has been within the programme we have 

agreed. The first payment was last year and I 
think this year this will continue," Rasheed 
Mohammed Al Maraj said in Davos. 
He did not disclose the size of the first 
instalment. 
Bahrain was expected to receive $2 billion 
late last year, officials told Reuters in October, 
as part of a $10 billion aid package that Saudi 

Arabia, Kuwait and the United Arab Emirates 
pledged to avoid the risk of a debt crisis in the 
island kingdom. 

Bahrain's currency, the dinar, is pegged to the 
U.S. dollar. Al Maraj reiterated the central bank’s 
commitment to supply the markets with foreign 
currency: 
"We have been maintaining an adequate level of 

providing markets with whatever is the 
requirements in terms of trade and repatriation 
of capital, workers remittances." 
Bahrain is expected to raise external financing 
this year through U.S. dollar-denominated 
bonds, though at a slower pace than in previous 

years because it can now rely on financial 

support from its Gulf neighbours. 
Al Maraj said parliament was now the budget 
and a decision on its future borrowing plans 
depended on the outcome of those discussions, 
but added that the targets "will be much lower 
than before." 

 
(Reporting by Davide Barbuscia 
Editing by Robin Pomeroy) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

China 

China 2018 fiscal spending +8.7 pct, 

fiscal revenue +6.2 pct  

23-Jan-2019  

BEIJING, Jan 23 (Reuters) - China's fiscal 

spending rose 8.7 percent to 22.1 trillion yuan 
($3.3 trillion) in 2018, while revenue gained 
6.2 percent to 18.3 trillion yuan, finance 
ministry officials told reporters on 
Wednesday.  

As China's economy slows, policymakers have 

pledged more aggressive tax reductions in 2019, 
fanning expectations among economists that the 
annual budget deficit ratio could be lifted to 3 
percent of gross domestic product.  
In 2018, the government lowered the annual 
budget deficit target to 2.6 percent of GDP from 
3 percent in 2017 - the first cut since 2012. 

 
($1 = 6.8072 Chinese yuan) 
(Reporting by Yawen Chen and Ryan Woo 
Editing by Jacqueline Wong) 
(( Ryan.Woo@thomsonreuters.com ; Reuters 
Messaging: ryan.woo.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

China says will step up fiscal spending 

this year to support economy  

23-Jan-2019  
BEIJING, Jan 23 (Reuters) - China will step up 

fiscal spending this year to support its 
economy, focusing on further cuts in taxes 
and fees for small firms, finance ministry 
officials said on Wednesday.  

Mounting pressure on the world's second-biggest 

economy pushed growth last year to its lowest 
since 1990 even as Beijing stepped up stimulus 
measures and spurred banks to lend more. 
The government may unveil more fiscal stimulus 
during the annual parliamentary meeting in 
March, including bigger tax cuts and more 
spending on infrastructure projects, economists 

say. 
China's fiscal spending rose 8.7 percent to 
22.1 trillion yuan ($3.3 trillion) in 2018, while 
revenue increased 6.2 percent to 18.3 trillion 
yuan, said Li Dawei, an official at the finance 
ministry.  

China achieved its 2018 fiscal revenue target 
despite extensive tax cuts last year, Li added.  
Beijing delivered about 1.3 trillion yuan of cuts 

in taxes and fees in 2018.  
Finance Minister Liu Kun said this month that 
China will further lower taxes and fees this year. 
The government is also studying a plan to 
reduce social security fees to lighten the burden 
on small companies, Liu said. 

Policy insiders also expect Beijing to cut the 
value-added tax, which ranges from 6 percent 
for the services sector to 16 percent for 
manufacturers. 
Policymakers' pledge of more aggressive tax 

reductions in 2019 has fanned expectations that 
the annual budget deficit ratio could be lifted to 

3 percent of gross domestic product.  
The government had lowered the 2018 deficit 
target to 2.6 percent of GDP from 3 percent the 
previous year - the first cut since 2012. 
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The finance officials, speaking to reporters on 

Wednesday, did not report the size of the 2018 

budget deficit.  
China will "appropriately" step up fiscal spending 
in 2019, said ministry official Hao Lei. 
Fiscal revenue growth is expected to slow this 
year, Li said.  
Earlier, sources told Reuters the deficit target 

could rise from 2.6 percent of GDP but is likely 
to be kept below 3 percent.  
LOCAL INDEBTEDNESS 
The slowdown in China has also raised 
concerns of rising indebtedness of local 
governments as they ramp up measures to 
support growth.  

China must be on guard against "black swan" 

risks while fending off "grey rhino" events, 

President Xi Jinping said on Monday. 
A "black swan" event refers to an unforeseen 
occurrence that typically has extreme 
consequences, while a "grey rhino" is a highly 
obvious yet ignored threat. 
Local governments and state organizations 

should find a balance between stabilising growth 
and fending off risks, controlling the pace and 
intensity of such policies, Xi warned. 
China will be more strict in curbing local 
government bond risks and any form of hidden 
debt, Hao said.  
Outstanding local government debt stood at 

18.39 trillion yuan at the end of 2018, Hao said, 
adding that local government debt risks remain 

manageable overall.  
Total outstanding local government debt was 
16.47 trillion yuan at the end of 2017, 
according to the finance ministry's 2018 work 
report.  

Special bonds are usually issued to fund public 

works spending including infrastructure projects 
or land development. 
At the end of 2018, the State Council, or 
cabinet, approved a 2019 quota for new local 
government bond issuance of 1.39 trillion yuan, 
enabling local authorities to start issuing debt 
from January. 

Local government bond issuance typically begins 
in March, following approval of quotas at the 

National People's Congress, or parliament. 
Special purpose local bond issuance is expected 
to be completed by September, Hao said.  
Local government special bond issuance was 

1.95 trillion yuan last year, the finance ministry 
said in a separate statement on Wednesday, 
sharply up from 800 billion yuan of special bond 
issuances in 2017. 
That brings the total outstanding local 
government special bond issuance to 7.39 
trillion yuan as of end-2018, it said.  

That compares with 6.14 trillion yuan at end-
2017, according to the ministry's 2018 work 
report.  

 
($1 = 6.8072 Chinese yuan) 
(Reporting by Yawen Chen and Martin Pollard; Writing 
by Ryan Woo; Editing by Shri Navaratnam and Richard 
Borsuk) 
(( Ryan.Woo@thomsonreuters.com ; Reuters 

Messaging: ryan.woo.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

China local government bonds popular  

24-Jan-2019  
The total amount of newly issued local 
government bonds this year as of January 22 
reached as much as 250.47 billion yuan 
(HK$289.58 billion), which was popular with 

mainland investors, mainland media reported. 

Henan province recorded 48.6 times of 
oversubscription on its local government bonds 
worth 45.32 billion yuan on Tuesday. 
Xinjiang, an autonomous territory in northwest 
China, took a lead this year to issue the first 
batch of 10 billion yuan local government bonds 

on Monday. 

The Ministry of Finance posted that the fiscal 
income for 2018 saw an increase of 6.2 percent, 
while the expenditure was up 8.7 percent. 
The gap obviously widened, as it recorded 7.4 
percent growth in fiscal income, and 7.7 percent 
rise in fiscal expenditure in 2017. 

It expects government income growth to slow 
down this year and local government to bid to 
complete the issue of special bonds by the end 
of September. 
Local government debt ratio was 76.6 percent 
at the end of 2018, lower than the 
international level, while slightly higher than 
the end of 2017 at 76.5 percent. 

Meanwhile, China will step up fiscal spending 

this year to support its economy, focusing on 
further cuts in taxes and fees for small firms, 
finance ministry officials said on Wednesday. 
Onshore yuan CNY rose 215 points yesterday at 
market closing. 
Goldman Sachs expects China will roll out 

overall easing policies including monetary, fiscal 
and property policies in the next six to nine 
months and the central bank to cut the reserve 
requirement ratio once each quarter this year. 
Kinger Lau, the chief China equity strategist in 
macro research, predicts a 50 percent chance 
China and the US will form a short-term 

agreement and China economic growth will drop 
0.4 percent. 
 
Copyright © 2019 GC Media Teamwork Limited 
 
 

India 

India Bonds Little Changed Before Debt 

Auction Outcome   

25-Jan-2019  
By Dharam Dhutia 

NewsRise 
MUMBAI (Jan 25) -- Indian government bonds 

were little changed in afternoon session, as 
traders await outcome of a weekly debt 
auction, while concerns about fiscal 
consolidation persisted. 

The benchmark 7.17% bond maturing in 2028 
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changed hands at 97.53 rupees, yielding 7.55%, 

at 1:00 p.m. in Mumbai, against 97.51 rupees, 

yielding 7.56%, yesterday.  
India will auction bonds worth 120 billion rupees 
today, including 40 billion rupees of 7.26% 2029 
note and 30 billion rupees of a new five-year 
paper.  
Traders expect the cutoff price for 2029 bond in 

99.18 rupees to 99.22 rupees band. The 2029 
paper is set to become the benchmark bond 
soon and was last at 99.32 rupees, yielding 
7.36%, against 99.76 rupees and 7.30% yield at 
previous close on Jan. 23. The note was not 
traded yesterday. 

“Demand is unlikely to be very strong at auction, 
as traders expect the announcement on farm 
package over the next few days, so no one 

wants to add aggressive long positions,” a trader 
with a private bank said. “Cutoffs would drive 
the direction for rest of the session.”  
India's federal government is widely expected 
to announce a package for farmers ahead of 

general elections that are due by May and it is 
feared that the package may impact fiscal 
deficit targets. India is due to detail its 
interim budget on Feb. 1, followed by the 
monetary policy decision on Feb. 7. 

The budget will be dedicated to farmers and will 
be another step in realising the dream of 
doubling farmers' income by 2022, Minister of 
Agriculture & Farmers Welfare Radha Mohan said 

earlier this week.  

New policy measures from India’s federal 
government - both announced and proposed - 
have increased risks of fiscal slippage, Moody’s 
Investors Service said today. Moody’s expects 
fiscal deficit target to be breached in this 

financial year and sees the print marginally 
higher at 3.4% of gross domestic product, 
against the earlier aim of 3.3%.  
Kotak Mahindra Bank and Capital Economics 
expect the government to miss this year's fiscal 
deficit target of 3.3% of gross domestic product 
by 20 basis points due to a shortfall in revenues. 

Bank of America expects the number to be at 
3.7% 
Meanwhile, most analysts expect the gross 

borrowing to be at least 6.70 trillion rupees in 
the next financial year, higher by 25% against 
current year’s planned 5.35 trillion rupees.  
Crude oil prices rose today amid turmoil in 

Venezuela, which triggered concerns over supply 
from the South American nation, after U.S. 
threatened to impose sanctions. The benchmark 
Brent crude oil contract was 0.9% higher at 
$61.62 per barrel. India imports about 80% of 
its crude oil requirement. 

 
- 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 
 
 

Moody's Says New, Proposed Plcy 

Measures In India Increase Fiscal 

Slippage Risks  

25-Jan-2019  
Jan 25 (Reuters) -  
Moody's says without other expenditure 
rationalization higher subsidy spending on 
farm sector will increase future fiscal deficits. 

Moody's says new policy measures in India, both 
announced and proposed, increase risks of fiscal 
slippage. 
Moody's says in absence of new revenue 
boosting measures, policies will collectively 
make it harder for government to achieve fiscal 
consolidation objectives. 

Moody's says meeting short-term fiscal 
objectives through one-off sources of revenue, 
cuts in capital expenditure would denote low 

fiscal policy effectiveness. 
 
(( swati.bhat@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Indonesia 

Indonesia sells 2.36 trln rupiah of 

Islamic T-bills  

23-Jan-2019  
JAKARTA, Jan 23 (Reuters) -  
Indonesia's finance ministry sold 2.36 trillion 
rupiah ($166.43 million) of Islamic treasury 
bills in an auction on Wednesday, its financing 
and risk management office said, in an over-
allotment option following its regular bond 
auction a day earlier. 

The weighted average yield of the bills, which 

will mature in a year, was 6.69176 percent, the 
office said, the same as Tuesday's weighted 
average yield of the same asset. 
Total incoming bids for Wednesday's auction 
were 5 trillion rupiah, according to the 
statement. 
The government sold 7.64 trillion rupiah of 

Islamic bonds in a regular auction on Tuesday, 
but said it would exercise a greenshoe option on 

Wednesday to sell more to the central bank. 
 
($1 = 14,180 rupiah) 
(Reporting by Nilufar Rizki; Editing by Shreejay Sinha) 
(( nilufar.rizki@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kuwait 

Kuwait to boost spending, eyes oil 

price at $55-$65/bbl  

21-Jan-2019 42  

By Ahmed Hagagy 

KUWAIT, Jan 21 (Reuters) - Kuwait on Monday 

projected a 4.7 percent rise in spending to 
22.5 billion dinars ($74.15 billion) as part of 
its state budget for the year ending on March 
31, 2020, as the major oil producer seeks to 
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spur economic growth.  

The Kuwaiti Finance Minister Nayef al-Hajraf said 

he expected the average oil price to range 

between $55 to $65 per barrel, higher than the 
projected $50 a barrel in its last budget. 
Brent crude oil futures traded around $63 on 
Monday. 
Kuwait said the new plan aims to drive economic 

growth by maintaining a capital expenditure 
ratio of 17 percent of the budget, in line with 
last year's figures, while tightening controls to 
curb wasteful spending.  
Al-Hajraf also promised to continue to gradually 
introduce fiscal reforms. The budget projects 
state subsidies of 3.97 billion dinars.  

Salaries and subsidies account for 71 percent of 
the budget, according to the budget statement. 
The budget deficit in the new fiscal year was 
projected at 7.7 billion dinars after accounting 
for a deposit of 10 percent of total revenue 
into the sovereign wealth fund. The finance 
ministry said the fiscal deficit is expected to 
decline by 2.1 percent compared to current 
budget figures. 

Kuwait's finance minister said the deficit will be 

totally covered by general state reserves. 
The state transfers 10 percent of total annual 
revenue to the Future Generations Fund, which 
is managed by the Kuwait Investment Authority 
(KIA).  
KIA, a major global investor, manages about 

$592 billion in assets, according to the 

Sovereign Wealth Fund Institute, which ranks it 
the world's fourth-biggest sovereign wealth 
fund. 
The state's budget projected 16.3 billion dinars 
in revenue, with non-oil revenue expected to 
rise by 5.4 percent compared to the current 

year's budget. 
It did not provide revenue figures for the current 
fiscal year. The fiscal 2018/19 budget had 
projected a revenue of 15 billion dinars. 
 
($1 = 0.3034 Kuwaiti dinars) 
(Writing by Saeed Azhar 
Editing by Keith Weir) 
(( Saeed.Azhar@thomsonreuters.com ; +971 
44536787; Reuters Messaging: 
saeed.azhar.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Moody's Downgrades Lebanon's Rating 

To Caa1, Changes Outlook To Stable  

21-Jan-2019  
Jan 21 (Reuters) - Moody's: 
Moody's downgrades Lebanon's rating to 
CAA1, changes outlook to stable. 

Moody's says Lebanon's outlook was changed to 

stable from negative. 
Moody's says Lebanon's stable outlook reflects a 

balance of risks at the CAA1 rating level. 
Moody's says Lebanon's government's response 
to increased financial stability risks will include 

debt rescheduling that may constitute default 

under Moody's definition. 

Moody's says a continuing delay in the formation 
of a government would add to Lebanon's 
liquidity pressures. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Qatar to put $500 mln in Lebanon 

bonds to support economy  

21-Jan-2019  
DOHA, Jan 21 (Reuters) - Qatar will invest 

$500 million in Lebanese government U.S. 

dollar bonds to support Lebanon's struggling 
economy, the Qatari Ministry of Foreign 
Affairs said on Monday. 

Lebanon has one of the world's highest levels of 
public debt compared to GDP and stagnant 
growth.  
The International Monetary Fund, World Bank 
and politicians have warned in recent months 
that reforms are urgently needed to put the 

debt on a sustainable footing. But more than 
eight months after an election, politicians 
have been unable to agree a new government 
needed to enact change and boost investor 
confidence.  

Comments from Lebanon's finance minister 10 
days ago about the public debt led to a sell-off in 
the country's dollar-denominated sovereign 

bonds, though they have partially recovered. 

"Qatar's $500m purchase of Lebanese bonds is a 
welcome step, but a short-term fix as it will only 
kick the can down the road given Lebanon's 
challenges are structural," said Ehsan Khoman, 
head of MENA research at Japan's MUFG bank.  
"It will take a coherent and credible fiscal 
consolidation strategy to offer markets and 

credit rating agencies more solid comfort and 
ultimately put the country on a more sustainable 
trajectory," he told Reuters. 
Doha's decision to invest came after Qatar's 
Emir Sheikh Tamim bin Hamad Al Thani made a 
brief visit to an Arab economic summit in Beirut 

on Sunday, during which he met Lebanese 

President Michel Aoun. 
Qatar is at the heart of a bitter row among Gulf 
Arab countries, which pits it against Saudi Arabia 
- historically a backer of Lebanese Prime 
Minister-designate Saad al-Hariri.  
Hariri, who has Saudi citizenship, was 

summoned to Riyadh a year ago, briefly 
detained and compelled to resign as prime 
minister until France intervened to free him. 
Saudi Arabia denied that, but its relationship 
with Hariri and Lebanon is seen as less strong 
than before. 
Saudi Arabia, the United Arab Emirates, Bahrain 

and Egypt cut diplomatic, trade and transport 

ties with Qatar in June 2017. They accuse Qatar 
of supporting terrorism, which it denies. 
"We wish stability and prosperity for the 
Lebanese republic and the Lebanese people, and 
that the Lebanese economy will recover. The 
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region needs a strong and prosperous Lebanon," 

Qatari Foreign Minister Mohammed bin 

Abdulrahman Al Thani said in a statement.  
Lebanon's dollar-denominated bonds rose across 
the curve on the news, with the 2025 issue up 
around 1.3 cents and the paper due in 2037 
adding 2.2 cents, according to Tradeweb data.  
 
(Reporting by Eric Knecht in Doha and Davide 
Barbuscia in Dubai; Writing by Lisa Barrington; Editing 
by Alison Williams) 
(( lisa.barrington@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon dollar bonds slip after 

Moody's credit rating cut  

22-Jan-2019  
LONDON, Jan 22 (Reuters) - Lebanon's dollar-

denominated sovereign bonds came under 
pressure on Tuesday after Moody's cut the 
country's credit rating to Caa1 on worries 
about a possible debt default. 

The country's 2037 bond fell 0.811 cents to 
trade at 73.568 cents in the dollar, according to 
Tradeweb data.  

The bonds had made healthy gains on Monday 
when Qatar said it would invest $500 million in 
the country's sovereign dollar bonds to support 
its struggling economy. 
 
(Reporting by Karin Strohecker; editing by Marc Jones) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 

 
 

Lebanon bonds rally on government 

formation hopes, signs of Saudi 

support  

LONDON, Jan 23 (Reuters) - Lebanon's dollar-

denominated sovereign bonds rallied hard on 
Wednesday after fresh signs that the country 
could form a government and an indication 
from Saudi Arabia that it stood ready to 
provide support. 

Bonds were up across the curve, with the 2025 
issue jumping 2.9 cents to trade at 78.8 cents, 
according to Tradeweb data. Many of the 

country's bonds have now nearly recovered all 
the losses suffered after talk of a debt 
restructuring roiled markets in early January. 
The latest gains come after parliament speaker 
Nabih Berri met with Prime Minister-designate 
Saad al-Hariri on Tuesday and was cited as 

saying after Hariri is intensifying his efforts to 
form a government and was hoping to seal a 
deal within a week or less. 
Meanwhile Saudi Arabia's Minister of Finance 
Mohammed al-Jadaan told CNBC the kingdom 

would continue to be a "very important catalyst 
of stability in Lebanon." 

"We are interested to see stability in Lebanon 
and we will support Lebanon all the way," al-
Jadaan said in comments, which came hot on 

the heels of rival Qatar announcing it would buy 

$500 million U.S. dollar bonds issued by Beirut 

to support the Lebanese economy.  
 
(Reporting by Marc Jones in London and Ellen Francis 
in Beirut, writing by Karin Strohecker) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Malaysia 

Malaysian issuers ponder guarantees  

25-Jan-2019  
• Bonds: Standalone deals would avoid 
lengthy approvals and ease national debt 

By Kit Yin Boey 

SINGAPORE, Jan 25 (IFR) - Malaysia's state-

owned companies may be in line for higher 
funding costs amid renewed scrutiny on the 
use of government guarantees.  

Pengurusan Aset Air (PAAB) is preparing its first 
bond issue without a government guarantee 
since 2012, in a move aligned with national 
efforts to rein in the country’s M$1trn 

(US$245.2bn) federal debt. 
The state-owned water asset management 
company plans to sell M$1.5bn of Islamic bonds 
on a standalone basis. AmInvestment Bank, 

CIMB and Maybank will be joint bookrunners for 
the sukuk, rated AAA by RAM.  
The notes will be drawn from Pengurusan Air 

SPV's existing M$20bn Islamic MTN programme 
that was established in 2009 but has not been 
used since August 2012, shortly after a new 
M$20bn Islamic government-guaranteed MTN 
programme was set up.  
“PAAB plans to reinvigorate its AAA rated Islamic 

MTN programme in addition to utilising its 
government-guaranteed programme,” said a 
DCM head at a local bank. “That way, the issuer 
has the benefit of either programme to fall back 
on, depending on its needs.” 
Malaysian public-sector issuers are reporting 
delays in winning approval for government 
guarantees, and PAAB's move to shed the 

wrap could clear the way for other issuers to 
do the same. The new government has 
tightened control over the use of guarantees, 
with every such bond sale now needing 
approval, IFR reported in October.  

“Since the government is trying to reduce its 
debt, it just makes sense for issuers with non-
government guaranteed programmes to try to 
make use of them and not wait for the 

approvals,” said a syndicate banker.  
The banker singled out PAAB and public-sector 
home lender Lembaga Pembiayaan Perumahan 
Sektor Awam (LPPSA) as the best candidates for 

standalone issuance, given the strength of their 
businesses and cashflows.  
CREDIT CONCERNS 

One investor at a bank fund said many of the 
government-guaranteed issuers would not win 
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an investment-grade rating on a standalone 

basis, potentially leading to far higher funding 

costs.  
PAAB is also planning to sell government-
guaranteed paper at the same time to push 

down its overall cost of borrowing. Bankers 
reckon that the issuer would have to pay about 
20bp more for notes without the explicit 
government guarantee.  

Some investors, however, say that will not be 
enough.  
“I’m only keen on government-guaranteed notes 
from these issuers,” said a fund manager at a 
major insurance company.  
“The yield premium won’t appeal to me, not at a 

time when credit risks of government-linked 
issuers are high now with Prasarana Malaysia 

facing potential defaults.” 
Local media recently reported that contractors 
had not been paid for work completed up to 
end-September for Kuala Lumpur's new light rail 
transit line 3 project. Prasarana Malaysia, under 

the Ministry of Finance, owns and operates 
Malaysia's public transport assets, including the 
light rail transit network, a monorail system, 
buses and a cable car service. The company 
raised M$2bn in a five-tranche government-
guaranteed sukuk in December.  
“That makes us investors very nervous about 

credit risks, but I’m not worried about getting 
paid, because of the guarantee – one reason 
why I much prefer the wrap to be in place,” said 

the investor, who holds Prasarana’s guaranteed 
bonds.  
Since taking over the government last year, the 

ruling Pakatan Harapan coalition has made it a 
priority to control federal government debt, 
which includes contingent liabilities such as 
government-guaranteed bonds. Out of the 
M$1trn debt reported last year, contingent 
liabilities accounted for some M$199bn, or 
14.6% of the country’s gross domestic product. 

These included M$42.2bn for DanaInfra 
Nasional, M$38bn for scandal-tainted state fund 
1Malaysia Development (1MDB) and M$26.6bn 
for Prasarana.  

Last week, Finance Minister Lim Guan Eng said 
the country was on the right track to balance its 
fiscal budget within three years after being 

damaged by the 1MDB scandal. The government 
filed criminal charges in early January against 
Goldman Sachs and two of its former employees 
in connection with corruption and money 
laundering probe at 1MDB.  
Malaysia is also scaling back infrastructure 

projects to keep debt down, including the east 
coast rail link (ECRL) project. Press reports said 
a contract awarded to China Communications 
Construction for the ECRL was cancelled as the 
government sought to halve estimated project 
costs to M$40bn.  

As a result, funding plans have also been 

suspended. The project had planned to raise 
15% of its funding from the local bond market 
with the balance in soft loans from the Export 
and Import Bank of China.  

 
(This article will appear in the Jan 26 issue of IFR Asia 
magazine. Reporting by Kit Yin Boey; Editing by Daniel 
Stanton and Steve Garton) 
(( kityin.boey@thomsonreuters.com ; +65 64174549; 
Reuters Messaging: 
kityin.boey.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Philippines 

Fitch Assigns Philippines' USD Bond 

Final 'BBB' Rating  

21-Jan-2019  
Fitch Ratings-Hong Kong-January 20: Fitch 

Ratings has assigned a final rating of 'BBB' to 
the USD1.5 billion 3.75% bond due 14 
January 2029 issued by the Philippines. 

This replaces the expected rating of 'BBB(EXP)' 

that Fitch assigned on 7 January 2019. 
KEY RATING DRIVERS 
The rating is in line with the Philippines' Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) of 'BBB' with a Stable Outlook. 
RATING SENSITIVITIES 

The rating would be sensitive to any changes in 
the Philippines' Long-Term Foreign-Currency 
IDR. 
Fitch affirmed the Philippines' Long-Term 
Foreign-Currency and Local-Currency IDRs at 

'BBB' with a Stable Outlook on 19 December 
2018. 

 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Philippines 'watchful' of offshore bond 

opportunities  

23-Jan-2019  
SINGAPORE, Jan 23 (IFR) - The Republic of the 

Philippines could return to the offshore bond 
market later this year, National Treasurer 
Rosalia V de Leon told domestic media on 
Tuesday. 

De Leon told reporters that the treasury was 
"watchful" of opportunities for issuance, 

including euro and Green bonds, according to 
comments reported in the Philippine Daily 
Inquirer today. 
She also said the treasury had obtained 
clearances from the central bank and office of 
the president for a potential further issue of 
Panda bonds. 

 
(Reporting by Daniel Stanton; Editing by Vincent 
Baby) 
(( daniel.stanton@thomsonreuters.com ; +65 
64174548; Reuters Messaging: 
daniel.stanton.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

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 

  9 

 

Saudi Arabia 

Saudi bonds index inclusion could pull 

in another $7 bln  

21-Jan-2019  
LONDON, Jan 21 (Reuters) - Saudi Arabia could 

see another $7 billion pour into its sovereign 
debt markets as investors prepare for the 
kingdom's bonds to be included in a key index 
starting this month, Bank of America Merrill 
Lynch (BAML) estimated.  

JP Morgan told investors in September that 
Saudi Arabia and four other Gulf states would 

join its emerging market government bond 
indexes - key performance benchmarks used by 

international investors - in a move likely to lure 
billions of dollars of new foreign investment into 
their debt. 
Sovereign and quasi-sovereign debt issuers 
from Saudi Arabia, Qatar, the United Arab 

Emirates, Bahrain and Kuwait - all members of 
the Gulf Cooperation Council (GCC) - will 
become eligible for the EMBI Global 
Diversified (EMBIGD), EMBI Global (EMBIG) 
and EURO-EMBIG indexes with securities 
being added in a phased entry between Jan. 
31 and Sept. 30, 2019 

Many funds had increased their exposure to 
Saudi Arabia, wrote BAML's Andrew McFarlane in 
a note to clients, somewhat reducing the 

potential for further buying.  
"Nonetheless, feedback from investors suggests 
they have not yet reached the full weighting, 
whilst passive investors move in line with the 
benchmark, so should only start buying in the 
coming days," McFarlane wrote.  
"Even if investors have added 50 percent of the 

required exposure (to go to marketweight), we 
estimates that would still leave some $6-7 billion 
of buying in (Saudi Arabia) which we think can 
squeeze spreads further." 
Saudi Arabia's bonds still traded at a premium 
over similar rated credits such as Poland and 

Chile thanks to compensation for the country's 
high issuance and oil dependency risk, added 

BAML. Poland and Chile trade 37-54 basis points 
tighter.  
"However, we still think there is space for this 
spread to compress, particularly on strong 
inclusion flows," they wrote.  

Looking at Saudi issuance more widely, BAML 
estimated that lower-than-budgeted oil prices 
and sticky spending suggested a potentially 
large external borrowing need.  
"At $70 per barrel, external borrowing through a 
combination of bonds, sukuk and loans could 
range between $22 billion and $33 billion in 

2019," BAML estimated. 
However, potential over-financing in 2018, 

privatisations and settlements in the wake of the 
country's sweeping anti-corruption probe could 
lower that figure, BAML added.  
 
(Reporting by Karin Strohecker, editing by Ed 
Osmond) 

(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Saudi considering euro-denominated 

bonds 

23-Jan-2019  
DUBAI, Jan 23 (Reuters) - Saudi Arabia is 

looking into possibly issuing euro-
denominated bonds, the Saudi finance 
minister said in an interview with CNBC. 

"The plan is to look into, potentially, another 
currency, euro is a possibility," Mohammed al-
Jadaan said. 
He said the government would also consider 

raising debt in other currencies such as the 

yuan. 
Saudi Arabia issued $7.5 billion in international 
bonds this month, bringing to almost $60 billion 
the total amount it has raised through U.S. 
dollar-denominated public debt issues since 
2016. 

 
(Reporting by Davide Barbuscia; Editing by Catherine 
Evans) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Korea 

Fitch Affirms Korea at 'AA-'; Outlook 

Stable  

24-Jan-2019  
Fitch Ratings-Hong Kong-January 23: Fitch 

Ratings has affirmed Korea's Long-Term 
Foreign-Currency Issuer Default Rating (IDR) 

at 'AA-' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Korea's 'AA-' rating reflects robust external 
finances and a solid macroeconomic 
performance compared with peers, as well as 
evolving geopolitical risk from the 
relationship with North Korea, and longer-run 
challenges of rapid population ageing and low 

productivity. 

Korea's macroeconomic performance remains 
strong relative to many peers, even though GDP 
growth slowed to 2.7% in 2018 from 3.1% in 
2017, according to the Bank of Korea's advance 
estimate. Fitch forecasts growth to further 
decelerate to 2.5% for 2019 and 2020 due to 

weak private investment and export growth, 
which are likely to be only partly offset by 
government measures to stimulate economic 

activity, including through income-led demand 
growth and public investment. Two substantial 
minimum wage hikes over the past year likely 
contributed to a slight pick-up in the 

unemployment rate and could weigh on the 
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creation of low-skilled jobs. A reduction in the 

working-age population and the restructuring of 

some sectors, including shipbuilding, are also 
likely to be a drag on GDP growth. 
Risks to the growth outlook are significant and 
include a fall-out from global trade tensions. The 
direct effect of trade tensions between the US 
and China would be limited, as intermediate 

goods destined for the US, but exported via 
China account for a small proportion of its total 
exports. However, the indirect effect of slowing 
global growth could be significant for the open 
Korean economy. A revised free trade 
agreement with the US (KORUS), implemented 

on 1 January 2019, should shield Korea from 
renewed trade tensions between the US and 
Korea itself. Exports were strong through most 

of 2018, but were a drag on growth in 4Q18 and 
could deteriorate faster than forecast by Fitch, 
as semiconductor shipments, which underpinned 
the export recovery in recent years, have fallen 

significantly in the last few months. 
Geopolitical risk continues to weigh on Korea's 
rating, even though tensions with the North 
have eased since last year's summits. Progress 
towards denuclearisation so far has been 
insufficient for the UN to lift its sanctions and the 
diplomatic process continues to be prone to 

breakdown. It remains to be seen whether the 
meeting between the leaders of the US and 
North Korea tentatively scheduled for next 
month may help to advance this process. A 

renewed flare-up of tensions could weigh on 
both business and consumer sentiment in Korea, 

which have already deteriorated significantly in 
recent months due to a weaker labour market 
and intensifying trade tensions. Reunification 
does not appear to be on the cards for the 
foreseeable future, but it is a long-term 
possibility and could have significant implications 
for the sovereign's balance sheet. 
Strong external finances are supported by a 
solid net external creditor position and make 
Korea more resilient than many of its peers to 

global market jitters. The unbroken run of 
annual current-account surpluses since 1998 

should continue in the next few years, although 
Fitch expects the surplus to decline to 4.5% of 
GDP in 2019 from 4.8% in 2018. Foreign-

exchange buffers remain strong at 7.1 months 
of current-account payments (median for 'AA' 
rated peers: 2.7 months) and publication of 
interventions in the foreign-exchange market 
from March 2019 will increase the transparency 
of the authorities' intervention policy. 
General government debt of 38.6% of GDP is 

still broadly in line with the 'AA' median of 
39.4%, but Fitch expects Korea's ratio to 
increase to 43.4% by 2022 as a result of fiscal 

policy easing in the coming few years. The 
Moon administration's more fiscally active 

approach since taking office in 2017 was 
particularly pronounced in the medium-term 
fiscal framework set out in the 2019 budget. 

Over the longer term the government will have 
to make room for fiscal spending pressures 
related to a rapidly ageing population within the 

constraints imposed by a possible debt and 

deficit ceiling, currently under discussion in 

parliament. 
Explicit government guarantees of state-
owned enterprise (SOE) debt are low at 1.1% 
of GDP in 2018, down from 2.8% in 2010, 
while implicit contingent liabilities for the 
state are relatively high. Combined SOE debt 
has gradually declined to 17.9% of GDP in 
2017 (excluding debt owed to the 
government) from 23.3% in 2013. 

Households continue to leverage up, dampening 
their propensity to consume over the medium 
term and increasing the economy's vulnerability 
to shocks. A high level of household assets 
partly mitigates the resulting risks to financial 
stability and the economy. Household debt 
increased by as much as 15 percentage points of 

GDP in the past five years, reaching 96.0% of 
GDP in July 2018, according to the Bank for 
International Settlements, even though the 
speed of accumulation has somewhat reduced 
more recently. Given the continued rise in 
household debt, Fitch expects another policy 
rate hike in 2019 after the 25bp increase at the 

Bank of Korea's November meeting, although 
uncertainty in this respect has increased as a 
slowing economy may continue to ease price 
pressures. Consumer price inflation slowed to 
1.3% in December from 2.0% a month earlier, 
as fuel prices fell sharply. 

Korea's relatively weak governance standards 

are illustrated by a weaker score (75th 
percentile) in the World Bank's governance 
indicator than the 'AA' median (85th). Ongoing 
reforms to increase transparency and encourage 
greater separation between the government and 
the corporate sector could improve governance 

standards, and hence support Korea's credit 
profile. Korea's per capita income of USD31,420 
in 2018 is one of the lowest in the 'AA' category 
and well below the 'AA' median of USD42,541. 
However, its broader level of development is 
higher than income levels would suggest and its 
business environment is generally strong, as 

indicated by its fifth position out of 190 countries 
in the World Bank's ranking for Ease of Doing 

Business. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Korea a score 

equivalent to a rating of 'AA' on the Long-Term 
Foreign-Currency IDR scale. Fitch's sovereign 
rating committee adjusted the output from the 
SRM to arrive at the final Long-Term Foreign-
Currency IDR by applying its QO, relative to 
rated peers, as follows: 
• Structural Features: -1 notch, to reflect 

ongoing geopolitical risk, despite diplomatic 
initiatives that have eased tensions with North 
Korea for the time being. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 

score equivalent to a Long-Term Foreign-
Currency IDR. Fitch's QO is a forward-looking 
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qualitative framework designed to allow for 

adjustment to the SRM output to assign the final 

rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 
The main factors that, individually or 
collectively, could trigger positive rating action 

are: 
• A structural easing of geopolitical risk to 
levels more in line with rating peers 
• An improvement in governance 
standards, for example through further reforms 
to reduce ties between politics and business 

• Evidence that the economy can grow at 
a relatively high rate over time without 
deterioration in the aggregate household balance 

sheet, for instance resulting from successful 
reform implementation that would spur 
productivity growth 
The main factors that, individually or 

collectively, could trigger negative rating action 
are: 
• Significant escalation of tensions on the 
Korean peninsula that would severely worsen 
Korea's economic metrics or the level of security 
• An unexpected large rise in the public-
sector debt burden 

• Evidence that medium-term GDP growth 
will be structurally lower than expected, 
potentially reflecting challenges for Korea's 
economic model 

KEY ASSUMPTIONS 
The global economy performs broadly in line 

with Fitch's latest Global Economic Outlook 
(December 2018). 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'AA-'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'AA-'; 
Outlook Stable 

Short-Term Foreign-Currency IDR affirmed at 
'F1+' 
Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling affirmed at 'AA+' 
Issue ratings on long-term foreign-currency 

senior unsecured bonds affirmed at 'AA-' 
Issue ratings on long-term local-currency senior 

unsecured bonds affirmed at 'AA-' 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Sale South Korea to sell 7.8 tln won 

worth of Treasuries in February  

24-Jan-2019  
SEJONG, Jan. 24 (Yonhap) -- South Korea's 

finance ministry said Thursday that it plans to 
sell 7.8 trillion won (US$6.9 billion) worth of 
Treasuries next month. 

The planned sale includes 550 billion won worth 

of 50-year state bonds scheduled to be issued 
on Feb. 18, according to the Ministry of Economy 

and Finance. 

In 2018, South Korea sold a combined 2.125 

trillion won worth of 50-year state debts amid 
strong demand for the longest-dated Treasury 
bonds. 
In October 2016, the ministry floated its first-
ever super long 50-year state bonds. The 50-
year debts have the longest maturity of any 

securities issued by South Korea. 
  
Copyright (c) 2019 Yonhap News Agency 
 
 

Sri Lanka 

Central Bank of Sri Lanka to Raise up 

to USD2 Billion in Offering of Sovereign 

Bonds  

25-Jan-2019  
The Central Bank of Sri Lanka has announced 

to raise up to USD2 billion in an offering of 
international sovereign bonds. The Bank 
intends to issue sovereign bonds in Dollars, 

Euro, Yen and Renminbi. The bank is planning 
to raise USD2 billion in single or multiple 
tranches for five years or longer. Accordingly, 
the Central Bank, on behalf of Government of Sri 
Lanka, invites proposals from banks and 

investment houses for consideration to be 
appointed as lead managers of book runners for 
the offering. 

The Central Bank of Sri Lanka intends to use the 
proceeds to repay the debt and reserve 
strengthening in first quarter of 2019. 
 
Copyright (c) 2001-2016 Marketline. 
 
 

United Arab Emirates 

Dubai property developers put bond 

plans on hold 

21-Jan-2019  
• Sources say firms had planned Islamic 
bonds 
• Emaar says bond on hold due to rising 
interest rates 
• Dubai property prices have slid since 
mid-2014 peak 

By Davide Barbuscia 

DUBAI, Jan 21 (Reuters) - Dubai's Emaar 

Properties and state-owned developer 
Nakheel have put plans to issue U.S. dollar-
denominated bonds on hold, Emaar and 
sources familiar with the bond issues said. 

The firms had planned dollar-denominated 
sukuk, or Islamic bonds, and would have had to 
pay a yield premium to attract enough investors 

due to concerns about Dubai's property price 

slide and emerging market volatility, three 
sources said.  
Emaar, developer of the world’s tallest building 
Burj Khalifa, said it had put on hold a planned 
bond issue, blaming rising interest rates, while 
Nakheel declined to comment. 
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Dubai property prices have fallen since a mid-

2014 peak, hurt by weaker oil prices and muted 

sales, although the slide has not come close to 
the more than 50 percent drop in 2009-2010, 
which pushed Dubai close to a debt default. 
Residential prices fell 6 to 10 percent in 2018 
and are expected to drop 5 to 10 percent more 
this year, Savills says. 

This has hit earnings, with a 29 percent fall in 
Emaar's third quarter last year and a 68 percent 
drop at Dubai's second-largest listed developer 
DAMAC. 
The financial sources said Emaar and Nakheel 
hired banks a few months ago to issue Islamic 

bonds but shelved the plans. 
"The bond was considered more than a year ago 
and was put on hold due to increasing interest 

rates. The decision was not based on market 
conditions," a spokesperson for Emaar, which is 
partly owned by Dubai's government, said. 
YIELDS RISE 

Nakheel, developer of palm shaped islands off 
Dubai, was one of the worst hit by Dubai's 2009-
2010 real estate crash, forcing it into a massive 
debt restructuring. It has not issued public debt 
since it nearly defaulted in 2009. 
The market downturn has put pressure on 
property companies' existing bonds, which 
investors use to establish the price of new 

debt sales. Yields of bonds issued by Dubai 
developers have risen sharply in recent 
months, underperforming other sectors. 

Yields on DAMAC's $500 million sukuk due in 
2022 and $400 million Islamic paper due in 
2023 have spiked since early November by more 
than 200 basis points (bps) and 150 bps 
respectively. 

BofA Merrill Lynch last week forecast weaker 
booked sales and gross margin for DAMAC, 
saying it was likely to be pressured by the 
property market and upcoming debt and land 
payments. 
Amr Aboushaban, DAMAC's head of investor 
relations, said it is comfortable it will meet its 

debt commitments when they are due and 
continues to have strong liquidity. 
"Market conditions are expected to improve in 

the next two years, ahead of our 2022 and 2023 
maturities and we remain conservative from a 
leverage perspective," he told Reuters.  

 
(Reporting by Davide Barbuscia 
Additional reporting by Alexander Cornwell 
Editing by Ghaida Ghantous and Edmund Blair) 
(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Albania 

Bowing to IMF, Albania to ban 

unsolicited road deals  

22-Jan-2019  

TIRANA, Jan 22 (Reuters) - Albania will pass a 

law to stop the private sector making 
unsolicited road building proposals after the 
International Monetary Fund warned that 
such approaches increased fiscal risks. 

Eager to build European-quality roads while 
under pressure not to increase public debt, the 

government of Prime Minister Edi Rama 
launched a $1 billion project to build roads with 
private business and pay them over 13 years.  
"From July 1, 2019, the private sector will not be 
able to propose unsolicited PPP (public-private 
partnership) concessions to build, operate, 

maintain and rehabilitate national roads of 
special importance," said Arben Ahmetaj, the 

former finance minister who drafted the bill. 
The government will also cancel the system by 
which it awarded bonus points to whoever made 
the unsolicited proposal, a practice that helped 
that entity win the contract despite the merits of 

the competition. 
Ahmetaj said Albania would still welcome offers 
for works in the airports and energy sectors. 
Ornela Liperi, editor of the MONITOR economic 
magazine, said the road PPPs had already been 
awarded and such projects "raised costs and 
increased corruption". 

Ahmetaj said the law would give a stronger 
monitoring and supervisory powers to the 
finance ministry throughout the life of those 

concessions. 
 
(Reporting by Benet Koleka 
Editing by Robin Pomeroy) 
(( Benet.Koleka@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Albania to sell 4 bln leks (32.0 mln 

euro) of 5-yr T-notes on Jan 28  

25-Jan-2019  

TIRANA (Albania), January 25 (SeeNews) – 
Albania will offer 4 billion leks ($36.3 

million/32.0 million euro) worth of five-year 
Treasury notes at an auction on January 28, 
according to the first-quarter debt issuance 
calendar of the finance ministry. 

At the last auction of five-year T-notes held in 
December, the finance ministry sold 2 billion 
leks worth of government paper. The issue 
carries a coupon of 5.3%, the same as in the 
previous auction of five-year fixed-rate T-notes 

held in November. 
 
(1 euro = 123.839 leks) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Croatia 

Croatia takes more short-term debt 

than planned, yield flat  

22-Jan-2019  
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ZAGREB, Jan 22 (Reuters) - Croatia sold 1.41 

billion kuna ($215.75 million) worth of one-
year treasury bills at an auction on Tuesday, 
with the yield staying flat, finance ministry 
data showed. 
The bills yielded 0.09 percent. The target was 
originally set at 1.1 billion kuna, while 1.4 billion 
kuna worth of bills mature this week. 
Non-banking investors bought two thirds of the 

paper. 
Occasionally, the ministry also sells bills with 
three-month and six-month maturities, as well 
as those denominated in euros. 
Following the auction, Croatia's short-term local 
currency debt remained virtually unchanged at 
18.19 billion kuna. 

The ministry said it would hold the next auction 

on Jan. 29. 
 
($1 = 6.5352 kuna) 
(Reporting by Igor Ilic; Editing by Mark Potter) 
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98334 053;)) 
 
 

Croatia to offer 1.0 bln euros in 15-

month bills next week  

25-Jan-2019  
ZAGREB, Jan 25 (Reuters) - Croatia will offer 

15-month treasury bills worth 1.0 billion 
euros ($1.1 billion) at an auction on Jan. 31, 
the Finance Ministry said on Friday. 

The ministry is set to refinance a portion of the 

15-month bills worth 1.5 billion euros that 
mature on Feb. 7. That paper yielded 0.10 
percent when it was sold in November 2017. 
According to market participants, the ministry 
also plans to issue two longer-term local bonds a 
week later that will together be worth some 6 

billion kuna ($900 million). The bonds will have 
three-year and 10-year maturities. 
Ministry officials were not available for comment.  
Also next week, on Jan. 29, the ministry will 
auction one-year paper worth 900 million kuna. 
 
($1 = 0.8828 euros) 
($1 = 6.5585 kuna) 
(Reporting by Igor Ilic; Editing by Kevin Liffey) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 

mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Czech Republic 

Czechs to test euro-denominated 

bonds in domestic auctions  

21-Jan-2019  
PRAGUE, Jan 21 (Reuters) - The Czech Finance 

Ministry will auction euro-denominated 
domestic government bonds in February to 
gauge appetite for a new tool in its financing 
arsenal, debt department chief Petr Pavelek 
said on Monday. 
The ministry said on Monday it would offer up to 
100 million euros ($113.58 million) of the 2- or 

3-year bonds denominated in a foreign currency 

and issued under Czech law, a small size 

compared to benchmark Eurobond issues on 
foreign markets.  
That is alongside plans to auction up 22 billion 
crowns ($976.69 million) in other domestic 
bonds. 
"We have a preliminary indication of demand," 

Pavelek said in a telephone interview. "This is 
really to see the potential appetite for this type 
(of issue)." 
 
($1 = 22.5250 Czech crowns) 
($1 = 0.8804 euros) 
(Reporting by Jason Hovet 
Editing by Jan Lopatka) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Macedonia 

Macedonia offers 1.6 bln denars (25.9 

mln euro) of govt paper on Jan 29  

24-Jan-2019  
SKOPJE (Macedonia), January 24 (SeeNews) – 
Macedonia will offer three issues of 
government securities worth a total of 1.6 
billion denars ($29.4 million/25.9 million 
euro) at an auction on January 29, according 
to notices posted on the website of the 
country's central bank, NBRM. 

The offer comprises 200 million denars of one-

year Treasury bills, 500 million denars of one-
year Treasury bills, 900 million denars of 30-
year Treasury bonds, NBRM data shows. 
NBRM will sell the government securities on 
behalf of the finance ministry through a volume 
tender, in which the price and coupon are set in 
advance and primary dealers bid only with 

amounts. 
 
(1 euro = 61.12 denars) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Romania 

Romania sells below target 110 mln lei 

(23 mln euro) in 2024 T-notes  

21-Jan-2019  
BUCHAREST (Romania), January 21 (SeeNews) - 
Romania sold on Monday 110 million lei 

($26.5 million/23 million euro) worth of a 
new issue Treasury notes maturing on June 
17 2024, below initial target, central bank 
data showed. 
The average accepted yield for the T-notes was 

4.73%, the data indicated. 
Demand for the T-notes, which carry an annual 
coupon of 4.5%, was 241 million lei. 
The issue will be reopened on Tuesday when the 

finance ministry hopes to raise 60 million lei in a 
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non-competitive tender. 

Romania's finance ministry plans to auction 3.26 

billion lei worth of government securities in 
January, including 360 million lei in non-
competitive offers. 
In 2018, the finance ministry has sold roughly 
43 billion lei of government securities and has 
raised 3.75 billion euro on international 
markets from the sale of 2028 and 2030 

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

Since the beginning of 2019, the finance 
ministry has sold roughly 1.5 billion lei and 83.5 
million euro. 
 
(1 euro=4.7081 lei) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Russia 

Russia's external debt down 12.4% in 

2018 to $453.7 bln  

21-Jan-2019  
MOSCOW. Jan 21 (Interfax) - Russia's external 

debt fell $64.354 billion or 12.4% in 2018 to 
$453.749 billion from $518.103 billion, 
according to materials on the Central Bank of 
Russia (CBR) website. 

The external debt declined by $16.477 billion or 
3.5% in Q4 2018 from $470.226 billion. It grew 

by $2.088 billion in Q1, fell $29.55 billion in Q2 

and fell $20.415 billion in Q3. 
Foreign debt peaked $732.779 billion as of July 
1, 2014, but had fallen by $279.03 billion or 
38.1% by the beginning of 2019 to its lowest 
level since April 1, 2009, when debt was 
$445.526 billion. 
General government external debt decreased 
$11.544 billion or 20.8% during 2018 to 
$44.084 billion. 
Debt to nonresidents on Eurobonds dropped 
by just $1.993 billion or 13.3% to $17.023 
billion and debt on ruble-denominated 
government bonds in dollar equivalent fell 
$13.228 billion or 34.1% to $25.553 billion. 

General government external debt decreased 
$2.197 billion in Q4, including on ruble-

denominated bonds - $2.699 billion, while debt 
on forex-denominated bonds rose $622 million. 
Russian banks reduced external debt by $18.093 
billion or 17.5% to $85.292 billion in the year, 
including $6.895 billion in Q4. 
External debt of non-bank sectors declined 
$32.308 billion or 9.4% to $312.301 billion in 

the year, including by $7.996 billion in Q4. Debt 
liabilities to direct investors and to direct 
investment enterprises fell by $10.926 billion or 
7.6% to $133.474 billion and loans declined by 
$21.202 billion or 11.7% to $160.156 billion. 
The Central Bank's foreign debt decreased 

$2.408 billion in 2018 to $12.072 billion, falling 

$610 million in Q4. 
 
Ng pr ak 
(Our editorial staff can be reached at 

eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
 
 

Serbia 

Serbia sells 64.2 mln euro of 3-yr T-

notes  

23-Jan-2019  
BELGRADE (Serbia), January 23 (SeeNews) – 
Serbia's finance ministry said on Wednesday 
it raised 64.2 million euro ($73 million) from 
the sale of three-year Treasury notes, below 
its target of 200 million euro. 

The yield on the issue rose to 1.25%, up from 
1.20% at the previous auction of euro-

denominated three-year Treasury notes held on 
April 20, the finance ministry said in a 
statement. 
Demand for the T-notes, which will mature on 
January 25, 2022, totalled 73.2 million euro. 
 
($ = 0.879721 euro) 
Copyright 2019 SeeNews. All rights reserved. 
 
 

Slovenia 

Slovenia sees 2019 budget surplus of 

0.5 pct of GDP, debt to fall  

24-Jan-2019  
By Marja Novak 
LJUBLJANA, Jan 24 (Reuters) - Slovenia expects 

a budget surplus of 0.5 percent of GDP in 
2019, bigger than the government's 
December forecast of 0.4 percent, Finance 
Minister Andrej Bertoncelj said on Thursday 

after the government adopted its 2019 budget 
plan. 
The country had a budget surplus of some 0.8 
percent of GDP last year, Bertoncelj said, 
adding public debt was expected to fall to 
66.6 percent of GDP this year from some 70 
percent in 2018. 

Later on Thursday the finance ministry said 

Slovenia would only need to borrow 1.89 billion 
euros to cover budget needs this year rather 

than 3.26 billion euros planned earlier, partly 
due to the higher surplus and a budget inflow of 
603 million euros received from the sale of 
majority stake of bank NLB late last year. 
Earlier in January, Slovenia sold 1.5 billion euros 
in bonds. Most of the new borrowing will be used 

to repay maturing debt and reduce the cost of 
debt. 
"Our house is standing on a good foundation, 
the budget is socially oriented, it is balanced and 
has a surplus," Bertoncelj told a news 
conference. 

The ministry also said the number of employees 

in state bodies will be able to increase by a 
maximum 1 percent this year. 
Budget income is seen at 10.4 billion euros 
($11.79 billion), up 6.2 percent compared to an 
earlier budget plan for this year passed in 2017, 
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while budget spending will increase by 4.8 

percent to 10.2 billion euros. 

Parliament is expected to confirm the plan in 
coming weeks. 
The increase in spending will largely be used for 
higher public sector wages agreed with unions in 
November. 
The Fiscal Council, a body that advises the 

government on public finances, and the 
Chamber of Commerce and Industry, had said 
the spending in 2019 should be lower to ensure 
long-term sustainability of public finances. 
Slovenia, which narrowly avoided an 
international bailout for its banks in 2013, 

returned to growth a year later and expects the 
economy to expand by 3.7 percent this year 
versus some 4.4 percent in 2018.  

 
($1 = 0.8821 euros) 
(Reporting By Marja Novak; Editing by Toby Chopra) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Turkey 

Turkish economy softening but no sign 

of contraction now 

23-Jan-2019  

By Dominic Evans 

DAVOS, Switzerland, Jan 23 (Reuters) - 
Turkey's economic growth has softened but 
government moves to cut tax and accelerate 
the transfer of billions of lira to the Treasury 
mean Ankara currently sees no recession or 
negative growth, Finance Minister Berat 
Albayrak said. 

After years of strong growth, fuelled by break-
neck construction projects and cheap loans, 

Turkey's economic growth slowed sharply in the 
third quarter of last year to 1.6 percent. A 
Reuters poll last week found that it has started 
contracting and will not grow again until the 
second half of this year. 

The slowdown has underscored the serious 
damage caused by a currency crisis last year 

when the lira lost 30 percent against the dollar, 
driving inflation up to 25 percent and forcing the 
Central Bank to hike interest rates drastically. 
Albayrak predicted the slowdown would be less 
serious than economists believe. Growth will 
bounce back strongly and the government's 

overall 2019 growth target of 2.3 percent was 
still in reach.  
"Currently we don't see any recession, there is 
no minus growth," Albayrak said on the sidelines 
of the World Economic Forum in the Swiss ski 
resort of Davos. 
Turkey announced several measures in the last 

four months to soften the economic slowdown, 
including a temporary lifting of taxes on 
purchase of cars and white goods and an early 
transfer of 37 billion lira of Central Bank profits 
to the Treasury. 

It also hiked the minimum wage by a quarter 

and rolled out a $3.7 billion loan package for 

small businesses two weeks ago. 
"The necessary actions that we have taken so 
far, starting from late October...definitely has a 
significant effect," Albayrak said.  
LOCAL ELECTIONS 
The wage rise would have only a muted impact 

on inflation and was not a sign that President 
Tayyip Erdogan's government, which could lose 
control of some large Turkish cities in March 
local elections, was loosening purse strings.  
"When it comes to fiscal slippage ... it is not 
going to happen," he said. 
Albayrak's appointment last July alarmed 
investors who feared it signalled that 
Erdogan, his father-in-law, was seeking 
tighter control of monetary policy. Erdogan 
has frequently criticised high interest rates, 
blaming them for inflation. 

The minister said he had always insisted that 
interest rates were the central bank's business, 
not his.  
"I don't know what they are going to do (at their 

next policy meeting) in March. But I know 
whatever they do, they do on an analytically 
rigorous basis." 
Last year's meltdown in the lira was exacerbated 
by tensions with the United States centred on 
the two-year detention of an American pastor in 

Turkey.  
U.S. President Donald Trump imposed extra 

tariffs on Turkey metal exports and briefly 
sanctioned two Turkish ministers. Washington's 
renewed sanctions on Iran could also test 
relations again with Turkey, a major importer of 
Tehran's gas. 

But, pointing to a temporary waiver for Turkey's 
gas imports, Albayrak said Ankara had no 
immediate plans to cut Iranian imports, although 
it aimed to reduce dependency on energy 
imports in the longer term.  
He also played down a tweet from Trump last 
week that Turkey could face economic 

devastation if it attacked the U.S.-backed 
Kurdish YPG militia in northeast Syria once U.S. 
troops pull out.  

"When you compare the effect of his remarks 
with the ones that we had last summer, it was 
significantly less," Albayrak said. "Despite the 

headlines, the underlying cooperation between 
the two countries is pretty sound." 
 
(Reporting by Dominic Evans; Editing by Daren Butler) 
(( Dominic.J.Evans@Thomsonreuters.com , 
@DominicJEvans;)) 
(c) Copyright Thomson Reuters 2019. 
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LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Fitch Ratings: Argentina Fiscal Risks 

Lurk Despite 2018 Target Compliance  

22-Jan-2019  
Fitch Ratings-New York/London-January 22: 
Argentina met its fiscal deficit target last 
year, but risks to hitting future targets remain 

significant, Fitch Ratings says. These include 

revenue losses from the economic recession, 
spending pressures from a surge in inflation in 

2018 and the upcoming election cycle. 
Data released last week showed that the 
primary federal government deficit fell to 2.7% 
of GDP in 2018 from 3.8% in 2017. This was in 

line with the target in Argentina's IMF program, 
which also captures some capital spending that 
previously was not recorded in fiscal statistics. 
The improvement reflected lower growth in 
primary spending (22%) compared to 
revenues (30%). This offset a jump in interest 
payments and reduced the total deficit to 
5.5% from 6.0%. 
The 2019 budget targets a zero primary 
balance, involving a sizeable adjustment that 

relies in roughly equal parts on export tax 
increases and cuts to investment, subsidies 
and other discretionary outlays. 

Fitch expects that the government will meet the 
target given the importance of IMF program 
compliance for financing, and that it would offset 
slippage with new measures. However, 
Argentina faces substantial fiscal risks, which are 

a key factor in the Negative Outlook we assigned 
to its 'B' rating in November. 
First, economic recession poses risks to 
revenues. Fitch forecasts real GDP to contract by 
1.7% in 2019, following an estimated 2.5% 
contraction in 2018. The 2019 budget projects 
that new export taxes will yield 1.2pp of GDP in 

revenues in 2019 and that non-export taxes will 

be resilient. But signs of revenue weakness are 
emerging. Tax and social security contributions 
fell sharply in 4Q18, by 10.8% yoy in real terms. 
Second, "property income" from government 
assets that has recently propped up revenues is 

likely to moderate. A 0.6pp-of-GDP rise in 
property income in 2018, mostly interest 
accruing on government term deposits following 
debt issuance (Argentina's primary deficit 
excludes interest payments but includes interest 
income), was a key driver of deficit reduction. 
These revenues should fall as deposits are used 

and interest rates moderate, yet the 2019 
budget forecasts that they will be stable. 
Third, the central bank's recent success in 

containing money supply and peso volatility 
could reduce inflation, but this poses fiscal 
challenges. The surprise surge in inflation in 
2018 helped reduce the deficit by lifting 

revenues more quickly than spending. This lag 

effect will reverse as inflation falls. Social 

benefits, already 57% of primary spending, 

could grow in real terms as a result given their 
indexation to past inflation. 
The government targets further fiscal 
consolidation beyond 2019 under the IMF 
program, but the strategy is unclear and will 
depend on the outcome of October elections. 
In any case, room for additional discretionary 

spending cuts will be narrower, and high tax 
pressures and a weak economy leave little room 
for new tax increases. The IMF has highlighted 
social security reform as crucial for medium-
term consolidation, but its political viability is 
unclear and near-term savings are typically 
small. 
Multi-year fiscal consolidation is key for debt 
sustainability. Fitch estimates central 
government debt reached around 90% of GDP 
at end-2018, down from 95% at end-3Q18 
due to peso recovery, but well above the 

IMF's latest estimate of 78%. We project that 
debt-to-GDP will start falling in 2019, but this 
decline reflects an expected (but uncertain) real 
appreciation of the peso rather than economic 

growth or fiscal surpluses. Risks to debt 
sustainability therefore remain high. 
Fiscal consolidation progress, economic recovery 
prospects, and policy uncertainty surrounding 
the elections will all be important factors in 
Argentina's ability to re-access global capital 
markets. Market access becomes especially 

important in 2021, when the IMF funds run out 
and repayments come due. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

Argentine central bank buys $50 mln 

for third straight day  

24-Jan-2019  
BUENOS AIRES, Jan 24 (Reuters) - Argentina's 

central bank said it purchased $50 million in 
the foreign exchange market on Thursday, 

according to a spokesman for the monetary 
authority, marking the third straight day of 
interventions aimed at controlling the 
strength of the peso. 

The bank bought $50 million on both Tuesday 
and Wednesday as part of its effort to keep the 
peso in a trading band agreed with the 
International Monetary Fund. 

 
(Reporting by Walter Bianchi and Hugh Bronstein) 
(( hugh.bronstein@thomsonreuters.com ; 5411 4318 
0655; Reuters Messaging: 
hugh.bronstein.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
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Colombia 

Colombia 2-part bond offer highly 

oversubscribed  

23-Jan-2019  
NEW YORK, Jan 23 (Reuters) - Colombia 

launched on Wednesday a two-part $2 billion 
bond, with the book oversubscribed more 
than six times, a banking source said. 

The $1.5 billion 30-year offering has a 215 basis 
points spread over comparable Treasuries while 
the $500 million 2029 reopening spread was 170 

basis points over Treasuries, the source said. 
Last October, Colombia priced a 10-year offering 
at T+140 basis points. 

"Investors like the concession," the source said, 
adding that orders ballooned to near $13 billion. 
Joint managers on the deal are BNP Paribas, 

Bank of America Merrill Lynch and Morgan 
Stanley, according to a document filed to the 
Securities and Exchange Commission. The 
source is not affiliated with the managers. 
Colombia's long term credit rating stands at 
Baa2/BBB-/BBB by Moody's, S&P and Fitch 
respectively.  

 
(Reporting by Rodrigo Campos in New York; additional 
reporting by Nelson Bocanegra in Bogota; Editing by 
David Gregorio) 
(( rodrigo.campos@reuters.com ; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ecuador 

Ecuador may accept IMF help to reduce 

deficit, international debt  

23-Jan-2019  
QUITO, Jan 23 (Reuters) - Ecuador may use 

financing from the International Monetary 
Fund (IMF) to balance its budget, as the 

South American country seeks to reduce a 
swollen fiscal deficit and its international 
debt, the finance minister said on Wednesday. 

The country will seek the funds if it can come to 
an agreement with the organization to back 
President Lenin Moreno's "prosperity plan", 
which includes support for the poor, the minister 
said, after Moreno met with IMF chief Christine 

Lagarde at the World Economic Forum. 
"If we can find the necessary convergence 
between Ecuador's plan and what the 
international markets hope for on their side, we 
can reach a deal with the IMF, which would give 
a new view for the future for Ecuador," Finance 
Minister Richard Martinez said in a statement 

from Davos. 
The IMF applauded Ecuador's recent reduction 
of its fiscal deficit. The country lowered the 
figure from 6 percent of gross domestic 
product at the start of 2018 to 3.3 percent of 
GDP by the end of the year, via public 

spending reductions and a revision of gas 
subsidies.  

"I stressed my support for President Moreno's 

reform efforts and for his strong focus on 
protecting the poorest members of Ecuador's 
society as the government advances its policy 
agenda," Lagarde said. 
Moreno has said that the current deficit and debt 
figures were cause by the "excesses" of his 

predecessor Rafael Correa, who endorsed 
Moreno's campaign.  
Moreno has denounced what he says are over-
the-top costs and design flaws in five key oil 
projects built over the last decade, citing studies 
backed by the United Nations. 

Correa says the government is trying to hide its 
efforts to privatize the oil industry. 

 
(Reporting by Alexandra Valencia; writing by Julia 
Symmes Cobb; editing by Helen Murphy and James 
Dalgleish) 
(( julia.cobb@thomsonreuters.com ; +571-518-5381) 
) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mexico 

Mexico's president says economy will 

grow above IMF estimate  

22-Jan-2019  

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

President Andres Manuel Lopez Obrador said 
on Tuesday that the country's economy will 
grow above the International Monetary Fund's 
estimate of 2.1 percent for this year.  

"It's much better than what the International 
Monetary Fund says, that growth will be two 
points," Lopez Obrador told a news conference. 
"The economy is going to grow more, their 

estimate will be wrong."  
Lopez Obrador's own budget, approved late last 
month, projected lower economic growth than 
the IMF estimate. In the budget the economy is 
forecast to expand 2 percent, compared with an 
estimated 2.3 percent in 2018.  
The IMF lowered its growth target for Mexico 

from 2.5 percent earlier this month, on the 
expectation of weaker private investment.  

Lopez Obrador took office in December, vowing 
to run an austere government, encourage 
private investment and root out corruption. 
However, his cancellation of a partially built, $13 
billion airport project rattled investors.  
 
(Reporting by Noe Torres, Writing by Daina Beth 
Solomon Editing by Chizu Nomiyama) 
(( daina.solomon@thomsonreuters.com ; +52 55 5282 
7150; )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela 

Venezuela's PDVSA, in default, says 
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total debt fell in 2018  

23-Jan-2019  

CARACAS, Jan 22 (Reuters) - Venezuela's 

state-run oil company PDVSA said on Tuesday 
its debt fell 5 percent in 2018 from a year ago 
to $34.6 billion, though it remains in default 
on most of its bonds as crude output has 
slumped to 70-year lows in an economic 
crisis. 

PDVSA, which is short for Petróleos de 
Venezuela, S.A., has not paid interest on most 
of its bonds since the end of 2017, and together 
with Venezuela's government has accumulated 
nearly $8 billion in late interest payments. It has 
remained current on its 2020 bond, whose 
collateral is its U.S. oil refining subsidiary Citgo. 

Venezuela blames U.S. sanctions for the 

payment problems. But critics of the socialist 
government say President Nicolas Maduro's 
mismanagement of the economy and the OPEC 
nation's oil reserves are the root of the country's 
financial crisis. 
PDVSA's announcement, in the form of an 

advisory in a local newspaper, said it owed 
$24.7 billion to bondholders, down from $25.1 
billion in 2017. 

Two subsidiaries accounted for most of the 
decline: PDV Holding, which owns Citgo; and the 
Venezuelan Petroleum Corporation (CVP), which 
manages PDVSA's joint ventures with foreign 
companies. 

While U.S. sanctions bar holders of PDVSA and 

Venezuela bonds from negotiating a possible 
debt restructuring, some investors are moving 
toward legal action to get the two parties to pay. 
Last month, a group of creditors demanded 
Venezuela make $1.5 billion in payments on its 
2034 bond. 

 
(Reporting by Mayela Armas 
Writing by Luc Cohen; Editing by Richard Chang) 
(( luc.cohen@thomsonreuters.com ; +58 424 133 
7696; Reuters Messaging: Twitter: 
https://twitter.com/cohenluc) ) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela debt moves higher as US 

backs Guaido  

By Paul Kilby 
NEW YORK, Jan 23 (IFR) - Venezuela bonds 

went another leg higher on Wednesday after 
opposition leader Juan Guaido declared 
himself interim president - a move that was 
backed by US President Donald Trump. 

The country's debt prices had already rallied 

several points in the morning as locals took to 
the street to protest the government of 
President Nicolas Maduro. 
But US support for Guaido has only bolstered 
bonds that have been rallying this year on the 

expectations that the departure of the unpopular 
president would come sooner rather than later.  
Bonds issued by state-owned oil firm PDVSA 
have been outperforming with the 6% 2026s 
jumping over four points to hit 25.00 in late 
morning trading, only to climb another 85 

cents on news of Guaido's declaration, 
according to MarketAxess data. 

Sovereign debt also rallied with the 9.25% 2028 

being bid at 30.00 earlier this morning up from 
27.00 on Tuesday, according to a broker.  
The lower price on the PDVSA bonds appeal to 
investors who are playing Venezuela at this late 
stage as they look to buy securities in an illiquid 
market.  

"We still expect follow-through gains for PDVSA 
bonds on the actual event of regime change, but 
with potential resistance towards 30 on what will 
be complex and difficult debt restructuring 
negotiations," Siobhan Morden, head of LatAm 
fixed-income strategy at Nomura Securities.  

PDVSA bonds widened against the sovereign late 
last year amid talk that the government would 

hollow out the existing company and switch its 
assets to a new entity.  
The government's neglect of its oil sector amid a 
sharp decline in production has some investors 
assessing whether to invest in PDVSA or the 

sovereign depending on the timing for regime 
change.  
"We are of the view that the oil industry is the 
channel to a turnaround in Venezuela," said 
Ricardo Navarro, portfolio manager at Noctua 
Partners  
"But the asset base that sets the foundation for 

recovery values in PDVSA becomes less valuable 
over time." 
PRESSURE MOUNTS 
With the US backing the 35-year old leader of 
the opposition - a move quickly followed by 
Canada - Maduro will likely face tougher 
sanctions if he doesn't step down, which is 
expected to further weakening his support 

among officials in the military.  

"US recognition will come with responsibilities," 
Morden told IFR.  
"It is a game of chicken to increase pressure to 
produce an internal rupture. If not, look for full 
blown economic sanctions." 
The Trump administration could declare new 
sanctions on the country's oil sector as soon as 

this week if the political backdrop worsens, 
sources told Reuters on Tuesday.  

The departure of Maduro and his replacement by 
Guaido - who has said he would call fresh 
elections - sets the stage for the lifting of US 
sanctions and the start of talks to renegotiate 

billions of dollars in defaulted debt.  
"The next move is when Guaido secures 
Miraflores (the presidential palace) and the 
relaxing of sanctions," said Martin Schubert CEO 
of Eurinam, a financial advisor accumulating 
holders of Venezuelan bonds in preparation for 
possible debt talks. 

"That will be the beginning of debt 
restructuring." 
US sanctions have prevented any face-to-face 

negotiations between creditors and the 
sanctioned government, which is now late on 
about US$9.4bn in bond payments.  
Even so, some activist creditors have recently 

taken a more aggressive stance. Five funds have 
moved to accelerate payment on the country's 
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2034 bonds, Reuters reported in December. 

The 2034s, seen as an easy target for 

acceleration given their relatively small size, 
have been trading in the low 30s, above the high 
to mid-20 prices along most of the sovereign 
curve. 
Pharo Gaia Fund and Pharo Macro Fund also filed 
a complaint last week at the Supreme Court of 

New York, saying that Venezuela had failed to 
make payments on its 13.625% 2018 and 
7.75% 2019 bonds. 
A larger creditor group, which represents 13% of 
the total US$62bn of bonds outstanding by face 
value, said it would not "not negotiate with the 

current regime". 
 
(Reporting By Paul Kilby 
Editing by Jack Doran) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 
Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Venezuela's political crisis spells 

opportunity for bond investors  

24-Jan-2019  
By Rodrigo Campos and Karin Strohecker 
NEW YORK/LONDON, Jan 24 (Reuters) - A 

surprise leadership challenge to Venezuelan 
President Nicolas Maduro is giving investors 
and traders a rare shot at a windfall on the 
oil-rich nation's vast pool of defaulted bonds. 

Some government dollar bonds this week hit 
their highest levels since 2017 and state-run oil 
company Petroleos de Venezuela's debt also 
rose after international support for opposition 
leader Juan Guaido spurred hopes that Maduro, 
a socialist, might be forced from office. 
Guaido, who became the head of the National 

Assembly on Jan. 5, declared himself interim 
president on Wednesday, winning backing from 
the United States, Canada and Latin American 
right-leaning governments including neighboring 
Brazil and Colombia. 
Bonds in default, some of which recently traded 

near 20 cents on the dollar, have climbed closer 

to 30 cents but could still have plenty of room to 
rise, according to a note from strategists at 
Oxford Economics on Thursday. 
"In the worst-case scenario, bond prices settle 
towards the low 20s by year-end if Maduro 
manages to forcefully cling to power," the note 

read. In a change-of-regime scenario, however, 
"most investors and analysts, ourselves 
included, expect a recovery value of around 50 
percent." 
However Maduro, in power since 2013 and 
sworn in for a second term earlier this month, 
has the key backing of the military despite the 

OPEC member's worsening economic crisis. 

Defense Minister Vladimir Padrino said on 
Thursday Maduro is the "legitimate president" 
and the opposition was carrying out a coup. 
"If you get to a stage where you can negotiate 
with a stable government to do a restructuring, 

prices are likely to be higher," said New York-

based Shamaila Khan, who manages portfolios 

holding Venezuelan bonds as director of 
emerging market debt at AllianceBernstein. 
"However, there are many stages to go through 
before you get there," she said. "First of all you 
have to see what the military is doing because 
that is going to be the biggest driver of regime 

change. The status quo (under Maduro) is 
serving them." 
Khan said Washington's sanctions strategy for 
Venezuela, which includes whether to impose 
an oil embargo, and how wide internal 
political protests spread, are among the main 
factors that will determine how the crisis is 
resolved. 

But Guaido's recognition as president by a large 

number of countries "could allow the 
international community to freeze and divert 
assets and revenues, including proceeds from oil 
exports, from Maduro’s administration towards 
Guaido's, which could have an impact even 
bigger than an oil embargo," Barclays research 
analyst Alejandro Arreaza said in a note on 

Thursday. 
U.S. national security adviser John Bolton said 
on Thursday the White House is focused on 
disconnecting Maduro from his sources of 
revenue. 
BACK TO LIFE 
Venezuelan and PDVSA's debt prices started 
to rebound from rock-bottom levels after 
Guaido took the helm of the Assembly and 

rallied further this week. The 2025 dollar bond 
dipped 0.37 cents on Thursday, having closed on 
Wednesday at 30.375 cents, the highest level 
since November 2017. 
The PDVSA 2026 bond added 1.6 cent on 

Thursday to 29.36 cents before paring gains, for 
a paper gain of more than 50 percent so far this 
year. 
The European Union added its weight to the 
push against Maduro early on Thursday, saying 
Venezuela's authorities should respect the "civil 
rights, freedom and safety" of Guaido, but 

stopped short of recognizing him over Maduro. 
Turkey and Russia have voiced their support for 

Maduro. 
"For the first time there is a feeling that there is 
pressure coming from both outside and inside 
the country," said David Nietlispach at Pala 
Asset Management, which holds both sovereign 

and PDVSA bonds.  
"It is a massive step if the Americans do not 
recognize the government anymore ... On top of 
that, it looks like we have a candidate who 
seems to be able to unify the opposition." 
Despite the surge in bonds over the last few 

weeks, few Venezuela-focused investors expect 
a resolution in the near future. The issue for 
them is how much of the bonds any new 

government would pay back.  
There will be much bigger issues to tackle first, 
such as ensuring the population has enough food 
and medicine. 

North Asset Management's Peter Kisler, whose 
firm bought up more Venezuelan bonds around 
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six months ago, said the best-case scenario was 

that things start to move on that front in a year 

or so. It could be a lot longer though, and 
investors may not get all of their money back.  
"Our general thinking is 30-40 cents is going to 
be the eventual recovery. The issue is that we 
are now getting there in some assets, but it's 
still not certain yet that (Maduro) is going to 

go." 
Venezuela has the largest crude oil reserves in 
the world and is a major supplier to U.S. 
refiners, but its economy has been brought to its 
knees by mismanagement and hyperinflation 
that hit 1.7 million percent in 2018 and is 

forecast to rise to 10 million percent in 2019. 
Maduro's government began gradually halting 
interest payments on some $50 billion in publicly 

traded debt in 2017 while the government and 
state-owned companies also owe more than $8 
billion in unpaid interest and principal payments. 
 
(Additional reporting by Marc Jones in London and by 
the Caracas newsroom 
Editing by Andrew Cawthorne and Paul Simao) 
(( rodrigo.campos@reuters.com ; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 

Moody's Says Stable Outlook For 

Levant & North Africa Sovereigns In 

2019  

22-Jan-2019  
Jan 21 (Reuters) -  
Moody's says stable outlook for Levant & 
North Africa sovereigns in 2019, although 
global headwinds & slowing reforms point to 
downside risks. 

Moody's says high debt burdens, low debt 
affordability, large funding needs expose Levant, 

North Africa region to rising interest rates and 
shifting capital flows. 
Moody's says fiscal and debt metrics for Levant 

and north Africa remain sensitive to sharper 
increase in interest rates than currently 
assumed. 
Moody's says social discontent among young 

populations, political gridlock from sectarian 
tensions, will fuel political risks across n. Africa. 
Moody's says with only moderate growth in 
Levant and North Africa, scope for reforms that 
would address some long-term constraints will 
be limited in most countries. 

Moody's on Levant and North Africa sovereigns 
says all governments except Lebanon will 
continue to reduce fiscal deficits as part of IMF 
programs. 

Moody's all governments except Lebanon will 
face increasing opposition to such measures, 
especially if growth slows or oil prices rise. 

Moody's says low debt affordability & large 
funding needs expose Levant & Nord Africa 
region to rising interest rates & shifting capital 

flows. 

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

Egypt 

Egypt H1 of year to June budget deficit 

3.6 pct of GDP   

20-Jan-2019  
CAIRO, Jan 20 (Reuters) - Egypt's budget 

deficit in the first half of the financial year to 
June was 3.6 percent of gross domestic 
product (GDP), down from 4.2 percent a year 

earlier, the presidency said on Sunday. 

Egypt also posted a primary surplus of 0.4 pct of 
GDP, up from a deficit of 0.3 pct, it said in a 
statement.  
 
(Reporting by Mahmoud Mourad; Writing by Nadine 
Awadalla; Editing by Abdelmonem Hassan and John 
Stonestreet) 
(( Nadine.Awadalla@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt sends RFP to banks for 

international bond issue   

21-Jan-2019  
By Robert Hogg and Sudip Roy 

LONDON, Jan 21 (IFR) - The Arab Republic of 

Egypt has sent a request for proposal to banks 
for an international bond issue, according to 
sources. 

One source said that the sovereign is 
considering a US dollar and/or euro-
denominated transaction. 
Finance Minister Mohamed Maait has previously 
said Egypt would seek to raise about US$5bn in 

the first quarter of 2019, according to Reuters. 
In December, Maait said it was aiming for at 
least two foreign currency bond issues in the 
first quarter of 2019. 
Egypt could potentially look at issuance in an 
Asian market too, although it has not set a 
date nor decided their amount and currency, 
the finance ministry said. 

The sovereign has also floated the idea of debut 
sukuk issuance in 2019. 
Egypt raised €2bn in April from the sale of eight-
year and 12-year Eurobonds at 4.75% and 
5.625%, respectively. 
The sovereign had a successful outing in US 
dollars in February, raising US$4bn through five, 

10 and 30-year notes. 
The US$1.25bn 5.577% 2023s are bid at 96.20 
to yield 6.65%, the US$1.25bn 6.588% 2028s at 
92.00, or 7.80%, and the US$1.5bn 7.903% 
2048s at 89.69, or 8.89%. 

Egypt is rated B3/B/B. 
 
(Reporting by Sudip Roy and Robert Hogg, editing by 
Philip Wright) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
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(c) Copyright Thomson Reuters 2019. 
 
 

Kenya 

Kenya seeks proposals for issuance of 

$2.5 bln Eurobond 

23-Jan-2019  
NAIROBI, Jan 23 (Reuters) - Kenya is 

discussing issuing a Eurobond to help fund the 
2018-2019 budget deficit, the finance 
ministry said on Wednesday, with a banking 
source valuing it at $2.5 billion, to be issued 
in dollars or euros. 

In response to questions from Reuters, the 

finance ministry did not confirm the $2.5 billion 

figure but said it has sought proposals from 
banks and firms to provide lead manager 
services for the issuance of the new Eurobond. 
In the government's budget for the fiscal year 
that began in July, Finance Minister Henry Rotich 
set a net external financing target of 287 billion 

shillings ($2.83 billion) to partly cover the 
deficit. 
"They want to assess whether it would be 
cheaper to borrow in euros or dollars. A 
number of banks submitted their interest last 
week, their technical capabilities," the 
banking source told Reuters. 

There has been an increase in government 
borrowing since President Uhuru Kenyatta came 

to power in 2013 - a rise that has angered some 
opposition politicians who say it is saddling 
future generations with debt.  
 
($1 = 101.5300 Kenyan shillings) 
(Reporting by Duncan Miriri 
Editing by Peter Graff) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

South Africa's economy to grow to 1.3 

percent in 2019  

22-Jan-2019  
JOHANNESBURG, Jan 22 (Reuters) - The World 

bank forecast higher South African economic 
growth this year compared with the previous 
year, but warned of risks such as global trade 
tensions and poor balance sheets of state-
owned companies.  

The World Bank sees South Africa's gross 
domestic product growing by 1.3 percent this 

year, an improvement from a forecast of 0.9 
percent for 2018. 
Economic growth would be supported by the 

implementation of structural reforms under 
President Cyril Ramaphosa such as relaxed visa 
regulations, the establishment of an 
infrastructure fund and progress on the Mining 

Charter, the bank said. 

In its latest economic update report, the bank 

projected South Africa's economic growth at 1.7 

pct in 2020.  
"We believe the reforms are going into the 
right direction but first they have to be 
implemented. Implementation is key," 
Sebastien Dessus, the World Bank's 
programme leader for South Africa told a 
news conference in Johannesburg.  

The Bank, however, said South Africa faced risks 

such as El Nino weather conditions that could 
impact crop production, global trade tensions 
and the impact of cash-strapped state-owned 
enterprises like power utility Eskom on the 
national budget. 
"An economy like the one in South Africa cannot 
afford to have Eskom as a failed entity. What 

government has to do is to work with the 
management and leadership of Eskom to figure 
out the way forward," said Paul Noumba Um, the 
World Bank's country director for South Africa. 
"The way forward entails different kind of 
interventions. There is a debt restructuring 
dimension and at the same time the company 

itself has to become more efficient." 
Eskom is facing a severe financial crisis and 
Ramaphosa has appointed a team to, among 
other things, look into Eskom's business and 
funding model and how the power utility should 
be structured. 

 
(Reporting by Oliva Kumwenda-Mtambo 
Editing by James Macharia) 
(( nqobile.dludla@thomsonreuters.com ; 
+27117753126; Reuters Messaging: 
nqobile.dludla.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 
 

Zimbabwe 

South Africa turned down Zimbabwe 

request for $1.2 bln loan in December  

21-Jan-2019  
JOHANNESBURG, Jan 21 (Reuters) - South 

Africa turned down a request from its 
southern African neighbour Zimbabwe for a 
$1.2 billion loan in December, a spokesman 

for the finance ministry said on Monday. 

"South Africa doesn't have that kind of money," 
National Treasury spokesman Jabulani 
Sikhakhane said. 
Zimbabwean officials were not immediately 
available for comment. 
Zimbabwe was hit by anti-government protests 

last week after a hike in fuel prices stoked anger 
over an economic crisis. 
Police say three people died during 
demonstrations that turned violent in the capital 
Harare and second city Bulawayo. But human 
rights groups say evidence suggests at least a 

dozen were killed. 

Zimbabwean President Emmerson Mnangagwa 
said on Sunday that he would return home from 
a European tour and skip the World Economic 
Forum in Davos to address the crisis.  
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(Reporting by Alexander Winning in Johannesburg and 
MacDonald Dzirutwe in Harare 
Editing by Raissa Kasolowsky) 
(( alexander.winning@tr.com ; +27 11 775 3158; 
Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2019. 
 

GLOBAL 
 

IMF pessimism + trade tensions = 

sickly stocks   

22-Jan-2019  
• European shares follow Asia lower, 

UBS results disappoint 
• U.S. futures down after Wall Street 
was closed on Monday 
• Brexit plans remain uncertain but UK 
employment data strong 
• IMF downgrades world growth 
forecasts again 

By Marc Jones 
LONDON, Jan 22 (Reuters) - Pessimism about 

global growth drove down world shares and 

commodity markets on Tuesday and left 
investors seeking refuge in the dollar, 
government bonds and gold. 

The International Monetary Fund's warning of a 
darkening outlook on Monday, after China's 
confirmed its slowest growth rate in nearly 30 

years, continued to weigh on the mood. 
European shares followed Asia into the red as 

disappointing earnings from Swiss bank UBS 
compounded what had been a catastrophic 2018 
for Europe's banking sector, which lost nearly 30 
percent of its value over the year.  
In its World Economic Outlook report, the IMF 
predicted the global economy would grow at 
3.5 percent in 2019 and 3.6 percent in 2020, 
down 0.2 and 0.1 percentage point 

respectively from last October's forecasts.  

The downgrades heavily reflected weakness in 
Europe though, with Germany hurt by new car 
emission rules, Italy under market pressure due 

to Rome's recent budget standoff with the 
European Union and Brexit worries aplenty too. 
"We have seen a little bit of a pull back, but 
whether it's the IMF growth downgrade or China 

related is neither here nor there," said CMC 
Markets' senior analyst Michael Hewson. 
He pointed to the strong rebound markets like 
Germany's Dax has seen since the end of 
December as well as other major global stock 
markets.  

"We are at the top end of the range for this year 
and given the global uncertainty investors are 
probably taking the view that it is probably wise 
to take a bit of profit off the table." 
Futures markets pointed to another weak start 

for the U.S. later although the mood had 
improved a touch since Asian trading with Wall 

Street futures, , last off 0.5-0.7 percent.  
In Asia, losses had been led by Chinese shares, 
with the blue-chip index off 1.2 percent. Japan's 

Nikkei skidded 0.5 percent, Hong Kong's Hang 

Seng index closed down 0.8 percent and Sydney 

faltered 0.5 percent.  
In another sign of risk aversion, the Australian 
dollar, often used as a liquid proxy for China 
investments, eased 0.3 percent to $0.7134, 
putting it on track for a third straight session of 
losses. 

The same worries had also sent copper, used in 
electrical wires and vehicles, drifting lower in the 
metals markets.  
BREXIT PLANS 
In the currency markets, the dollar held at a 
near three-week high as investors sought the 
relative safety of the U.S. currency. 
That knocked the euro and most emerging 

market currencies, many of which have had a 
decent start to the year. 

Sterling was a shade firmer at $1.29 after data 
showed British workers' pay growth hit a new 
10-year high and employment had grown by 
much more than expected in the three months 
to the end of November.  
Otherwise traders were still waiting to see 

whether UK Prime Minister Theresa May can 
push her Brexit plans through the country's 
bitterly divided parliament. 
May had offered tweaks on Monday by seeking 
further concessions from the European Union on 
a backup plan to avoid a hard border between 

the British-administered province of Northern 
Ireland and the Irish Republic.  

But she had also refused to rule out leaving the 
EU at the end of March without any deal. 
"Any upside for sterling in the near term may be 
limited," said Capital Economics analyst Liam 
Peach. "Uncertainty would continue during the 

extended negotiations and there is no guarantee 
that it would last for only a short period of time." 
There was demand too for the safe-haven yen 
with the Japanese currency last buying at 
109.41 per dollar. The euro was near the floor of 
its recent trading range at $1.1358. Against a 
basket of currencies, the dollar was barely 

changed at 96.393. 
In commodities, the global growth worries pulled 
oil prices lower with Brent down 55 cents at 

$62.19 and U.S. crude futures off 39 cents at 
$53.41.  
Euro zone government bond yields also fell. Most 

10-year yields were down two basis points on 
the day with Germany's at 0.225 percent 
compared to Friday's one-month high close to 
0.28 percent. 
The European Central Bank holds its first 
meeting of the year on Thursday. 
 
(Reporting by Swati Pandey; Editing by Richard Pullin 
and Jon Boyle) 
(( swati.pandey@thomsonreuters.com ; +61 2 9321 
8166; Reuters Messaging: 
swati.pandey.thomsonreuters.com@reuters.net ; 
twitter.com/swatisays)) 
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