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ASIA 
  

China 

China issues bonds worth 3.7 trln yuan 

in September  

22-Oct-2019  
BEIJING, Oct. 22 (Xinhua) -- China issued 

bonds worth 3.7 trillion yuan (about 523.1 
billion U.S. dollars) last month, the country's 
central bank said Monday. 

Treasury bonds issued reached 358.19 billion 
yuan in September, while local government 
bonds issued stood at 219.58 billion yuan, data 
from the People's Bank of China (PBOC) showed. 
Spot transactions of bonds in the inter-bank 

bond market totaled 19.1 trillion yuan last 

month, according to the PBOC.  
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

China Sept net new local govt special 

bonds issuance at 124 bln yuan  

24-Oct-2019  
BEIJING, Oct 24 (Reuters) - Net issuance of 

new Chinese local government special bonds 
totaled 124 billion yuan ($17.53 billion) in 
September, the finance ministry said on 

Thursday. 

For the first nine months of the year, net 
issuance of local government special bonds was 
at 2.13 trillion yuan, the ministry said in a 
statement on its website. 
Total local government debt issuance was at 

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 

  3 

219.6 billion yuan in September, and the 

outstanding local government debt was reported 
at 21.42 trillion yuan at end-September, the 
ministry added. 

China's Finance Minister said last month that 
local governments are on track to complete bond 
issuance within the 2.15 trillion yuan annual 
quota by the end of September, and allocate 

proceeds to investment projects by the end of 
October. 
The state planner also said local governments 
will be allowed to issue special bonds earlier 
than usual in 2020. 
 
($1 = 7.0716 Chinese yuan renminbi) 
(Reporting by Lusha Zhang and Se Young Lee; Editing 
by Toby Chopra) 
((LushaZhang1@thomsonreuters.com ; 8610-
56692106; )) 
(c) Copyright Thomson Reuters 2019.  
 
 

India 

Risk of contagion in India's financial 

sector rising  

23-Oct-2019  
MUMBAI, Oct 23 (Reuters) - There is rising risk 

of contagion in India's banking sector with 
many finance companies having lost more 
than half of their equity value in the past year, 
rating agency Standard & Poor's said on 
Wednesday. 

India's non-banking finance companies, or more 
popularly "shadow banks", went into a tailspin 
after the collapse of infrastructure lending 
behemoth Infrastructure Leasing and Financial 
Services (IL&FS) in September last year.  

The financial companies in India are among the 
largest borrowers and a substantial part of their 

funding comes from banks. 
The Reserve Bank of India has been closely 
monitoring the top 50 non-banking finance 
companies to ascertain if there is any rising 
systemic risk with more such institutions 
having failed over the last year, including 
housing finance major Dewan Housing 
Finance Ltd. 

"The failure of any large non-banking financial 

company (NBFC) or housing finance company 
(HFC) may deliver a solvency shock to lenders," 
S&P economists wrote in a research report. 
"Given the seriousness of such risks, we expect 
the Indian government to support systemically 
important institutions that get into trouble". 

The rating agency, however, expects the 

government to support the banks directly rather 
than the finance companies. 
Other sectors such as real estate, small- to mid-
sized banks with large exposure to these shadow 
banks and also some private banks who have 
bought portfolios from these finance companies 
looking to liquidate assets, could face increased 

challenges.  
S&P, however, said it does not expect contagion 
to affect state-run banks despite their 

weaknesses as people draw comfort from their 

state ownership and the repeated 
demonstrations of government support for these 
institutions mostly through regular capital 

infusions. 
IMPACT ON BANKS 
Fitch Ratings in a separate research note also 
highlighted that the banking sector would be 
dealt a significant setback from the systemic 

stress being seen in the NBFCs. 

The tough market environment is likely to 
persist in the near term and test the resiliency of 
NBFCs, they said. 
"We estimate that the scenario would leave 
banks with an aggregate shortfall of $10 billion 
to meet regulatory minimums, and $50 billion 

below the level that we believe would provide an 
adequate buffer," Fitch economists wrote in the 
note. 
Fitch estimates that the banking system's gross 
non-performing loans ratio would rise to 11.6% 

by FYE21 from 9.3% at FYE19, compared with 
their baseline expectation of a decline to 8.2%. 

"We would expect the recovery process to 
become even more protracted in such a difficult 
environment, although banks would resort to 
writing off some of the legacy bad loans in order 
to manage their NPL stock," Fitch added. 
 
(Reporting by Swati Bhat 

Editing by Jacqueline Wong) 
((swati.bhat@thomsonreuters.com; 
twitter.com/swatibhat22; +91-22-68414381; Reuters 
Messaging: 
swati.bhat.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Fitch Ratings: India's Credit Squeeze 

Pushes Growth to a Six-Year Low  

24-Oct-2019  

Fitch Ratings-London-October 23: The Indian 

economy is being held back by a large 
squeeze in credit availability emanating from 
non-bank financial companies (NBFCs), Fitch 

Ratings says. Our economics team's latest Chart 
of the Month shows that, assuming the sluggish 
pace of lending is maintained throughout the 
year, total new lending will amount to only 6.6% 

of GDP in the fiscal year 2019-2020, down from 
9.5% in the previous fiscal year. 
The Indian economy decelerated for the fifth 
consecutive quarter in 2Q19, with GDP 
expanding by a meagre 5% yoy, down from 8% 
recorded a year earlier. This is the lowest growth 

outturn since 2013. Weakness has been fairly 

broad-based, with both domestic spending and 
external demand losing momentum. 
While an array of factors have contributed to the 
Indian slowdown - including a downturn in world 
trade - Fitch believes that the severe credit 
squeeze has taken a heavy toll. NBFCs have 

faced a severe tightening of funding 
conditions over the past year and a half. They 
have in turn sharply reduced the supply of 

credit to the commercial sector. The auto and 
real estate sectors have been particularly hit by 

mailto:Publicdebtnet.dt@tesoro.it
mailto:LushaZhang1@thomsonreuters.com
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NBFC credit rationing. Data from the Reserve 

Bank of India (RBI) show that the flow of new 
lending from non-bank sources was down 60% 
year on year between April and September. 
In contrast, banks' lending has held up well in 
recent months, mitigating some of the overall 
credit supply shortfall. However, bank lending 
could not prevent a sizeable credit crunch in 
the first half of 2019. 

Fitch also notes that the success of the inflation-

targeting framework adopted by the RBI in 2016 
in reducing inflation has been associated with 
sharply rising real lending interest rates since 
mid-2018. While the RBI has been able to lower 
interest rates, policy rate cuts have not been 
fully passed through to new rupee loans. As a 
result, inflation-adjusted (real) borrowing costs 

have increased, weighing on credit demand. 
The lack of monetary policy transmission in India 
derives from the combination of high public-
sponsored deposit rates against a backdrop of 

stretched banks' balance sheets. Indeed, 
competition from public schemes, which offer 

more attractive deposit rates to customers, have 
made banks reluctant to cut deposit rates. 
Banks have maintained elevated lending rates to 
preserve their margins amid high funding costs. 
The Indian authorities have taken a string of 
policy measures over the past couple of 
months to shore up the economy and revive 

credit. For example, they are trying to ease 

NBFCs' liquidity positions by encouraging banks 
to purchase high-quality NBFC assets through 
credit guarantees and additional liquidity. The 
government also proceeded with further capital 
injections into banks and has recently unveiled a 
plan to cut corporate tax. 
These measures should gradually improve the 

flows of credit and nudge up growth. Looser 

global financial conditions are also supportive, 
with a noticeable pickup in external commercial 
borrowings in 2019. We expect economic growth 
to be 5.5% in 2019-2020, before picking up to 
6.2% in 2020-2021 and 6.7% in 2021-2022. 
Nevertheless, growth is likely to significantly 

below its potential over the next year or so. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Additional information is available on 
www.fitchratings.com 
Copyright © 2019 by Fitch Ratings, Inc. 
©Thomson Reuters 2019. All rights reserved.  
 
 

India Bonds Little Changed This Week 

As Fiscal Worries Dominate  

25-Oct-2019  
By Dharam Dhutia 
NewsRise 
MUMBAI (Oct 25) -- Indian government bonds 

ended little changed this week amid thin 
trading volume, as renewed fiscal worries 
kept investors at bay.  

The benchmark 7.26% bond maturing in 2029 
ended at 103.94 rupees today, yielding 6.68%, 

in Mumbai, against 103.89 rupees and a 6.69% 

yield yesterday. The 6.45% 2029 bond was at 
99.63 rupees, yielding 6.50%. The yield fell by 
two basis points this week.  

The Indian rupee ended at 70.88 to the dollar, 
up by 0.4% this week. Indian financial markets 
will be closed on Oct. 28 for a local holiday. 
“Bond yields were in thin range this week 

amid caution over fiscal slippage and a 
growing risk that the government will need 
additional borrowing in the coming months,” 
said Raju Sharma, head- fixed income at IDBI 

Mutual Fund. “As of now, it is certain that the 
government will miss its budgeted fiscal deficit 
target amid falling tax revenues and slowing 
pace of disinvestments, which are keeping yields 
at higher levels.” 

Indian bonds have been trading in a narrow 
range over the last few sessions amid concerns 
that the government may breach its fiscal deficit 
target for this financial year. India is aiming at a 

fiscal deficit of 3.3% of gross domestic product 
this year and most brokerages expect a slippage 

due to lower revenues. 
Fears of fiscal slippage resurfaced after Rajiv 
Kumar, vice chairman of government think-tank 
NITI Aayog, said last week that the 
government’s recent move to cut corporate tax 
rates shows that the sovereign’s intention is not 
to hold on to the fiscal deficit target “as 

strongly.” 
India’s federal government may announce 
cuts in personal tax rates in the next fiscal 
year's budget and the scope of cuts could be 
wider than the usual adjustments that are 
made annually, a senior government official 

said today. "There should be more than small 
adjustments that are made in tax rate or slabs 
yearly to account for inflation," the official said. 

India’s economic growth slipped to an over-six-
year low of 5% in April-September and is widely 
expected to slow in the coming months. Fitch 
expects the nation’s gross domestic product 
growth at 5.5% this year. 
Bonds also came under some pressure, as the 

government announced an issue of up to 200 
billion rupees of the 6.45% 2029 paper via a 
switch auction. However, the government issued 
only around 58 billion rupees of this note.  
Crude oil prices rose this week due to a surprise 
drop in U.S. crude inventories. The Brent 
contract was up 3.7% for the week at $61.61 

per barrel. India imports over 80% of its crude 
oil requirements. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Sunil Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
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Facing "huge" revenue pressure, 
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Indonesia to overshoot fiscal deficit 

target  

24-Oct-2019  

JAKARTA, Oct 24 (Reuters) - Indonesia's state 

revenue is under "huge pressure" this year, 
pushing the 2019 budget deficit wider than 
initially planned, Finance Minister Sri Mulyani 

Indrawati said on Thursday. 
Officials have previously warned that weak tax 
collection might mean the 2019 fiscal deficit 
would be "slightly" above the latest estimate of 
1.93% of gross domestic product (GDP). 
"We are managing the 2019 state budget 
because pressure on the revenue side is huge in 

the current economic situation," Indrawati told 
reporters after attending President Joko 
Widodo's first cabinet meeting, adding that she 
had issued a decree to allow an increase in 
deficit financing. 
"Our economic players, especially in 
manufacturing, are under pressure, mining is 

down drastically," she said. 
Indrawati did not provide a new deficit 
estimate, but she said the additional financing 
"may not be too big", and would be covered 
by bond issuances on domestic and 
international markets. 

Indonesia is currently marketing a $2.1 billion 
equivalent global bond denominated in the U.S. 
dollar and euro, taking advantage improving 

market conditions, IFR reported. 
Indrawati declined to comment specifically on 
the bond sale, but said: "Interest rates are low 
internationally. This will provide an opportunity 
for us to search for the best financing 
(instrument)." 
The president officially began his second five-

year term last Sunday and ministers in his new 

cabinet were inducted on Wednesday. Widodo 
ordered them to simplify Indonesia's regulatory 
framework within their first month in office, and 
give priority to creating jobs. 
 
(Reporting by Tabita Diela 
Writing by Gayatri Suroyo; Editing by Simon Cameron-
Moore) 
((gayatri.suroyo@thomsonreuters.com; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Indonesia 2019 budget deficit to widen 

to up to 2.2% amid pressure on 

revenue   

25-Oct-2019  
• No cut in productive budget - official 
• Sale of euro-, dollar-denominated 
bonds raise $2.1 bln 
• ADB approves $500 mln loan 

JAKARTA, Oct 25 (Reuters) - Indonesia's fiscal 

deficit in 2019 is seen widening to around 

2.0%-2.2% of gross domestic product (GDP), 
a finance ministry official said on Friday, 
instead of the 1.93% forecast earlier as the 
government struggles to collect revenues. 

Luky Alfirman, the head of the department in 

charge of deficit financing, said markets should 

not worry about the health of the budget, 
stressing that government spending would still 
be used in a "counter cyclical fashion, but 

prudently". 
There would not be any budget cut for 
productive spending, but some operational 
allocations may be slashed, Alfirman said in a 

news conference, without providing details. 
Officials at the ministry had hinted that they 
prefer to widen the deficit to support Southeast 
Asia's largest economy, instead of cutting 
spending, amid what Finance Minister Sri 
Mulyani Indrawati called "huge pressure" on 

revenue collection. 
Indonesia's economic growth is expected to 
slow for the first time in four years in 2019, to 
5.1%, from 5.2% last year, due to weak 
investment and falling exports. The revenue 
target in the 2019 budget was set with a 
growth target of 5.3%. 

Alfirman declined to say how much more the 
government would look to raise in the bond 
market to finance the deficit. 

On Friday, his department announced Indonesia 
had raised $2.1 billion equivalent from sale of 
euro- and U.S. dollar-denominated bonds. 
Settlement for the transactions is set for October 
30. 
The Asian Development Bank on Friday 

separately said it has approved a $500 million 
loan for Indonesia to improve fiscal management 
and the quality of public spending in healthcare, 
education, social protection and infrastructure. 
The government projection of a fiscal deficit of 
1.76% of GDP for 2020 is unchanged, Alfirman 
said. 

 
(Reporting by Tabita Diela; Writing by Gayatri Suroyo; 
Editing by Richard Borsuk & Simon Cameron-Moore) 
((Fransiska.Nangoy@thomsonreuters.com; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kuwait 

Kuwait's audit body warns against 

depletion of sovereign fund assets  

23-Oct-2019  
KUWAIT, Oct 23 (Reuters) - Kuwait's State 

Audit Bureau warned against further 
withdrawals from the Gulf state's General 

Reserve Fund and called for economic reforms 
to reduce the government reliance on oil 
revenues, it said in a report on Wednesday. 

The General Reserve Fund's assets fell 5.4% to 
22.88 billion Kuwaiti dinars ($75.45 billion) in 
the second quarter of 2019, it added.  
 
($1 = 0.3033 Kuwaiti dinars) 
(Reporting by Ahmed Hagagy 
Editing by Chris Reese) 
((aziz.elyaakoubi@thomsonreuters.com; 
+971552994086; Reuters Messaging: 

aziz.elyaakoubi.reuters.com@reuters.net)) 
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(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Lebanon approves 2020 budget with 

0.6% deficit  

21-Oct-2019  
BEIRUT, Oct 21 (Reuters) - Lebanon's 

government approved a 2020 budget 
envisaging a deficit of 0.6% of gross domestic 
product, with banks set to participate in the 
deficit-reduction through an amount of 5.1 
trillion Lebanese pounds ($3.4 billion), Prime 
Minister Saad al-Hariri said on Monday. 

The government also approved a wider set of 

reforms including halving the salaries of 
members of parliament and ministers, Hariri 
said. 
 
(Reporting by Beirut Bureau; Editing by Hugh Lawson) 
((thomas.perry@thomsonreuters.com; Reuters 
Messaging: thomas.perry.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
©Thomson Reuters 2019. All rights reserved.  
 
 

S&P Says Lebanon Ratings Placed on 

Credit watch Negative  

25-Oct-2019  
Oct 24 (Reuters) - S&P: 
• S&P says Lebanon ratings placed on 

credit watch negative on increasing financial 
and monetary risks 

• S&P says pressing societal demands, 
limitations on Lebanon's institutional capacity to 
address them could further test depositor 

confidence 
• S&P says pressing societal demands, 
limitations on Lebanon's institutional capacity to 

address them could weigh on foreign exchange 
reserves 
• S&P says ratings on Lebanon reflect 

the country's sizable fiscal and external 
deficits and very high and rising public debt 
levels 

• S&P on Lebanon says intend to resolve 
the credit watch placement in the next three 

months 
• S&P says the uncertainty of near-term 
policy outcomes could further test depositor 
confidence and weigh on foreign exchange 
reserves in Lebanon 
• S&P on Lebanon says it forecast the 

general government deficit will average close to 

9.5% of GDP over 2019-2022 
• S&P on Lebanon says expect gross 
general government debt will increase to 157% 
of GDP by 2022 from about 140% in 2018 
 
((Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hezbollah to speak on Lebanon crisis, 

S&P says saver confidence tested   

25-Oct-2019  
BEIRUT, Oct 25 (Reuters) - Protests paralysed 

Lebanon for a ninth day on Friday and a global 
credit ratings agency said the government's 
limited capacity to address demonstrator 
demands could further test depositor 
confidence and weigh on foreign exchange 
reserves. 

Demonstrators waving Lebanese flags blocked 
roads, with some pitching tents on highways. 
The crowds were not big, but in earlier protests 
they have grown in size during the day. 
The leader of the powerful Shi'ite group 
Hezbollah, an influential player in Prime Minister 
Saad al-Hariri's coalition government, is due to 

address the crisis in a speech later on Friday. 
The protests have cut roadways, closed schools 
and shut banks nationwide. Emergency reform 
measures and an offer of dialogue with protest 
representatives by the president have so far 

failed to defuse anger or move people from the 
street. 

They have been overwhelmingly peaceful 
although late on Thursday scuffles broke out in 
central Beirut between demonstrators and 
Hezbollah supporters who entered the crowd, 
leading the police to intervene, witnesses said.  
The protests have been fuelled by dire 
economic conditions and anger at the political 

elite accused of plundering state resources for 
personal gain, bringing turmoil to the streets 
of a nation already in deep economic crisis. 

As politicians ponder ways out, the clock is 
ticking because of financial strains in Lebanon, 
one of the world's most heavily indebted states. 
Exacerbating the economic situation, capital 
inflows vital to financing the state deficit and 

imports have been slowing down, generating 
financial pressures not seen in decades, 
including the emergence of a black market for 
dollars.  
In a report issued on Thursday, credit ratings 
agency Standard & Poor's placed Lebanon's 
ratings on "creditwatch negative". 

It said this "reflects our view that declining 
foreign currency inflows could exacerbate fiscal 
and monetary pressures while limiting the 
government's response to pressing societal 
demands". 
While the central bank's usable foreign currency 
reserves were sufficient to service government 

debt in the near term, risks to government 
creditworthiness have risen, it said. 
There was "at least a one-in-two chance" S&P 
could lower the government's ratings following a 

review within the next three months into how 
the government responds to current pressures 

and its effectiveness in restoring depositor 
confidence. 
It also said that despite reasonably high levels of 
gross foreign exchange reserves, including gold, 
of almost $50 billion the imposition of "soft 
capital controls raise questions about the 
monetary regime". 

"We understand that banks have imposed 
restrictions on U.S. dollar withdrawals," S&P 
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said.  

Deposit outflows totalled $2.1 billion for the first 
eight months of the year. The central bank's 
usable foreign exchange reserves are estimated 

to stand at $19 billion at the end of 2019, it 
said. 
Lebanon's central bank governor and finance 
minister could not immediately be reached for 

comment on the S&P report. 
Banks are set to remain closed until the situation 
stabilises out of safety concerns, the banking 
association said on Thursday. It has been a 
week since banks last opened.  
President Michel Aoun suggested on Thursday 

that a government re-shuffle was on the table. 
Prime Minister Saad al-Hariri said he "welcomed" 
the president's call to "review the government." 
Hezbollah has said it is against a change of 
government. 
There have been no signs of moves towards a 
reshuffle mooted by Aoun. Al-Akhbar newspaper 

said on Friday "all indications" were that the 
initiative would not "certainly lead" to a 
reshuffle. 
The government this week announced reforms 
that include a one-time tax on bank profits 
and cuts to salaries of top officials, saying the 
measures would narrow the 2020 budget 
deficit to 0.6%. 

"In our view, recent widespread protests suggest 

that the government's dual aim of maintaining 
social stability and implementing reforms to 
reduce the general government deficit could be 
difficult to reconcile," the S&P report said. 
 
(Writing by Eric Knect/Tom Perry, Editing by Angus 
MacSwan) 
((eric.knecht@thomsonreuters.com; Reuters 
Messaging: 
eric.knecht.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Saudi Arabia 

Saudi Arabia raises $2.5 billion with 

sukuk  

23-Oct-2019  
DUBAI, Oct 23 (Reuters) - Saudi Arabia raised 

$2.5 billion through sukuk, or Islamic bonds, 
that attracted more than $13 billion in 
demand, the Saudi Finance Ministry said in a 
statement on Wednesday. 

"The level of investor demand demonstrates that 
the kingdom represents the region’s safe haven 

for fixed income investors," the statement said. 
The sukuk mature in 2029 and were arranged by 
JPMorgan, Standard Chartered and Bank Al 
Jazira Capital.) 
 
(Reporting by Davide Barbuscia; 
Editing by Alison Williams) 
((Davide.Barbuscia@thomsonreuters.com; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 

 

 

South Korea 

S. Korea's Q3 growth slips, global risks 

scar exports and economic outlook  

24-Oct-2019  
• Q3 GDP +0.4% s/adj q/q (Reuters poll 
+0.5%) 
• Q3 GDP +2.0% y/y (Reuters poll 
+2.1%) 
• Exports recover, but domestic demand 
stays weak 
• Economists say more policy support is 
needed 

By Choonsik Yoo and Joori Roh 

SEOUL, Oct 24 (Reuters) - South Korea's 

economic growth slowed more than expected 
in the third quarter, and though exports 
showed some signs of recovery the overall 
outlook was clouded by a domestic spending 
slump and intensifying global trade frictions.  

The trade-reliant economy has been among 
those worst-hit by cooling global demand as a 
prolonged U.S.-China tariff war disrupted world 

supply chains in a blow to business confidence 
and investment. A months-long trade spat with 
Japan has also added to strains on Korean 
exporters. 
The Bank of Korea's advance estimates showed 
on Thursday the economy grew 0.4% during the 

July-September period on-quarter, down from a 
1.0% rise in the second quarter and just missing 
a 0.5% gain forecast in a Reuters survey of 26 
economists. 
Exports rose 4.1% in the third quarter after a 
2.0% gain in the second quarter, which reversed 
a successive run of contractions for two 

quarters. But private consumption grew just 
0.1% and construction spending tumbled 5.2%. 
Economists said exports, the most important 
driver of growth for Asia's fourth-largest 
economy, appeared to have clearly passed the 
trough, although a sure-footed recovery in the 
economy would require more policy support. 

"Today's data means this year's growth will be 
1.7% or 1.8% at most, but the economy is 

probably at or past the bottom as the global IT 
cycle is showing signs of recovery," said Yoon Ji-
ho, chief strategist at eBest Investment and 
Securities. 
The exports recovery in the GDP data, which are 
volume-based, contrasts with the still poor 
monthly shipments in U.S. dollar value, although 

the two sets of data tend to converge over time. 
Over a year earlier, the economy grew 2.0%, 

bringing the average for the January-September 
period at 1.9%, down from a 2.6% gain for the 
same 2018 period and compared with the 
central bank's 2.2% growth projection for the 

whole of this year. 
Markets reacted cautiously to the GDP report, 
with the won up slightly, while bond futures and 
stock prices edged down after the first hour of 
trading. 
CENTRAL BANK OPEN TO MORE EASING 
South Korea's GDP growth is forecast around 
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2% for the whole of this year, the latest Reuters 

poll showed, well below the 2.7% pace in 2018 
and marking the worst in several decades 
excluding global or regional crisis-hit years. 
The government has responded with an extra 
$5 billion stimulus plan while the central bank 
has trimmed policy interest rate twice in three 
months to 1.25%, matching a record low seen 
until late 2017.  

The Bank of Korea has left the door open to 

further easing although another cut is not 
expected soon. The next policy meeting, the last 
of 2019, is on Nov. 29. 
On Tuesday, President Moon Jae-in urged the 
parliament to approve the government's budget 
bill for next year, which proposes a 9.3% 
increase in spending from this year, saying it 

was time for fiscal policy to play the leading role. 
"The global economy has worsened rapidly, and 
our economy, heavily trade-dependent, is also in 
a grave situation," Moon said. 

South Korea's fiscal position remains strong in 
comparison to its global peers, with the 

government debt ratio at less than 40% of 
annual GDP versus more than 100% for many of 
the major economies. 
Opposition parties and critics have also blamed 
the economic slowdown on the negative effects 
from some of President Moon's radical policies.  
Since taking office in May 2017, Moon's 

government has raised minimum wages by 
almost 30% in two years, sharply cut the 
maximum amount of mortgage loans that home 
owners can borrow and reduced the legal weekly 
work hours. 
 
($1 = 1,173.0600 won) 

(Editing by Shri Navaratnam) 
((joori.roh@thomsonreuters.com; +82-2-6936-1493)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Sri Lanka 

Sri Lanka parliament passes ambitious 

interim budget ahead of presidential 

election  

23-Oct-2019  
COLOMBO, Oct 23 (Reuters) - The Sri Lankan 

parliament on Wednesday passed an 
ambitious interim budget weeks before a 

presidential election, with 1.47 trillion rupees 
($8.11 billion) in spending for the first four 
months of 2020.  

The interim budget, passed unanimously in the 

225-member parliament, expects 745 billion 
rupees in government revenue in the first four 
months of next year and sought permission to 
raise up to 721 billion rupees as loans. 

The two presidential front-runners, former 
wartime defence chief Gotabaya Rajapaksa and 
housing minister Sajith Premadasa, have 
promised a number of handouts including free of 
charge fertilisers and higher wages, threatening 
Sri Lanka's fiscal consolidation path. 
Both, however, have yet to release their policy 

framework with the election scheduled for Nov. 

16. The winner will serve until 2024. 
The interim budget targets a fiscal deficit of 
2.2% of GDP, government officials have told 

Reuters. Official budget documents presented in 
parliament did not mention the 2020 deficit 
target. 
Finance Minister Mangala Samaraweera said 

in his presentation of the interim budget that 
Sri Lanka could still see 3% economic growth 
in 2019 despite challenges including subdued 
growth following the Easter Sunday bombing 
attacks by Islamist militants in April, which 
killed more than 250 people and hurt the 
important tourism industry.  

The $87 billion economy's growth eased to a 17-
year low of 3.2% in 2018 and the International 
Monetary Fund expects the pace to slow to 2.7% 

in 2019 this year. 
A Reuters poll has predicted 2019 growth will be 
the lowest in nearly two decades. 

Parliamentary elections are likely early next year 
under a new president. The new government 
could then decide the full year budget, officials 
said. 

The government had originally aimed at a 
budget deficit of 3.5% for 2020. However, the 
government is compelled to revise down the 
target after a political crisis and the bombings. 
Investor confidence nosedived last year after 
President Maithripala Sirisena abruptly sacked 

his Prime Minister Ranil Wickremesinghe and 
dissolved parliament. That was later ruled 
unconstitutional, and Wickremesinghe was 
reinstated. 
The crisis created panic and uncertainty among 
investors, who dumped Sri Lankan government 
bonds and other assets, sending the rupee 

currency to record lows. 

 
($1 = 181.3000 Sri Lankan rupees) 
(Reporting by Ranga Sirilal and Shihar Aneez; editing 
by Grant McCool) 
((ranga.sirilal@thomsonreuters.com; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net; 
www.twitter.com/rangaba)) 
(c) Copyright Thomson Reuters 2019. 
 

EUROPE 

 

Belarus 

Belarus planning to place $1.35 bln's 

worth of bonds in foreign markets in 

2020  

21-Oct-2019  
MINSK. Oct 21 (Interfax) - Belarus's Finance 

Ministry is planning to place $1.35 billion's 

worth of sovereign bonds in foreign markets 
in 2020, the head of the ministry's budget 
policy division, Yelena Pechen, said in a 
publication cited by state news agency BelTA. 

"There are also plans for unconnected borrowing 
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of $1.95 billion: $1.350 billion's worth of state 

bonds will be placed in foreign economic 
markets, and $600 million's worth in the 
domestic market," the publication reads. 

The funds will be used to refinance a portion of 
the state's foreign debt. According to the 
ministry, 8.7 billion Belarusian rubles will be 
needed to redeem and service state debt in 

2020 ($3.88 billion at the average forecast 
exchange rate of 2.2447 Belarusian rubles to the 
dollar, upon which the 2020 budget was based). 
 
(Our editorial staff can be reached at 
eng.editors@interfax.ru) 
Copyright © 2019 Interfax. All rights reserved. 
©Thomson Reuters 2019. All rights reserved.  
 
 

Belarus expects Chinese loan of $500 

mln before year-end  

25-Oct-2019  

MINSK, Oct 25 (Reuters) - Belarus expects to 

obtain a Chinese loan of 3.5 billion yuan 

($495 million) before the end of the year, 
TASS news agency cited Belarusian Finance 
Minister Maxim Ermolovich as saying on 
Friday.  

Minsk no longer needs a $600 million loan from 
Russia and talks on the subject have stopped, 
RIA news agency cited the minister as saying.  
 
($1 = 7.0701 Chinese yuan renminbi) 
(Reporting by Andrei Makhovsky, Andrei Kuzmin; 

writing by Tom Balmforth; editing by Jon Boyle) 
((Tom.Balmforth@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bosnia 

Bosnian region revises up '19 budget 

to cover wage, pension rise  

24-Oct-2019  
BANJA LUKA, Bosnia Oct 24 (Reuters) - 
Lawmakers in Bosnia's autonomous Serb 
Republic approved in urgent procedure on 
Thursday a budget for 2019 revised up 1.9% 
to 3.3 billion Bosnian marka ($1.87 billion) to 
cover the rise of pensions and wages of police 

officers. 

The original 2019 budget was increased by 60.6 
million marka after revenues had risen this year, 
Finance Minister Zora Vidovic told the parliament 
on Wednesday while presenting the revised 
budget's proposal. 

Vidovic said the budget increase would cover the 
rise of pensions and salaries for the police 

forces. She added the budget will have a surplus 
of 67.6 million marka which will be used to pay 
debt.  
The Serb Republic passed last December a 
restrictive, socially-oriented budget.  
Bosnia's other autonomous region, the 

Bosniak-Croat Federation, approved a revised 

2019 budget of 2.7 billion marka in July, 
increased 1.8% to cover the payments to war 

veterans and their families. 

 
(1$ = 1.758 Bosnian marka) 
(Reporting by Gordana Katana and Daria Sito-Sucic; 
Editing by Angus MacSwan) 
((daria.sito-sucic@thomsonreuters.com; +38733 295 
484; Reuters Messaging: daria.sito-
sucic.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Bulgaria 

Bulgaria targets balanced budget next 

year  

25-Oct-2019  
SOFIA, Oct 25 (Reuters) - Bulgaria will aim for 

a balanced budget next year while boosting 
public wages and pensions and earmarking 
more funds for education and healthcare, the 

finance ministry's 2020 draft budget, 
published on Friday, said. 

Bulgaria is currently running a budget surplus, 
but planned spending, plus a $1.26 billion deal 
to buy eight new F-16 fighter jets from the 
United States, will tip the country towards a 
budget shortfall of 2% of GDP in 2019, the 
ministry said. 

Under the draft plan, the country, which is 
pushing to enter the two-year waiting room for 
euro zone membership, is seeking to keep 
balanced budgets through 2022.  
The centre-right GERB government will aim to 
increase all public salaries by 10% and boost 

teachers' pay by 17%, delivering on pledges to 
boost incomes in the European Union's poorest 
member state. 
The minimum monthly salary in the Balkan 

country, which hopes to bridge the income gap 
with richer Western Europe, will also see 9% 
increase to 610 levs in 2020.  
"Maintaining fiscal sustainability and leading 
fiscal policy that improves the business 
environment, encourages investment and 
develops the labour market to boost growth 
and employment are our main goals," the 
ministry said in a statement.  

The planned increases are likely to keep 
domestic demand robust and offset an expected 
export slowdown. The finance ministry now 

expects economic growth to fall to 3.3% in 2020 
from an expected growth rate of 3.4% this year. 
The finance ministry forecasts a 7% increase in 
fiscal revenues next year to 46.8 billion levs. The 
10% corporate tax rate, one of the lowest in the 
EU, will be unchanged. 

The budget draft needs government and 

parliamentary approval.  
In the draft budget, the NATO member state 
plans to increase funds for defence and is close 
to a deal to buy new warships and armoured 
vehicles. 
Bulgaria operates under a currency board 

regime that requires its central bank to set 
interest rates and leaves fiscal policy as the only 
tool to influence its economy.  
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(Reporting by Tsvetelia Tsolova; Editing by David 
Clarke and Jane Merriman) 
((tsvetelia.tsolova@thomsonreuters.com; +359-2-93-
99-731)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia sells T-bills above target, kuna 

yield inches down  

22-Oct-2019  
ZAGREB, Oct 22 (Reuters) - Croatia's treasury 

bill auctions on Tuesday beat targets, both in 
the national kuna currency and the euro, and 
the yield on one-year debt in kuna inched 
down, Finance Ministry data showed. 

In the first auctions for almost two months, the 
ministry sold 711 million kuna ($106.59 million) 

and 58 million euros ($64.62 million) against the 
targets of 500 million kuna and 30 million euros, 
respectively. 
The yield on the kuna debt inched down one 
percentage point to 0.06%, while on the euro 

bill it remained unchanged at 
-0.05%. 
Banks soaked up more than 90 percent of the 
euro bills and around 60 percent of the kuna 
bills. 

Only the one-year paper was on offer this time. 
The ministry occasionally also offers three- and 
six-month bills. 

After the auction, Croatia's short-term local 
currency debt rose to 17.92 billion kuna from 
17.84 billion. The debt in euros also rose to 
109.3 million euros from 100.6 million. 
The next auction of kuna-denominated paper will 

be held on Nov. 19, the ministry said. It added 
that it would announce the next auction of euro-

denominated bills at a later date. 
 
($1 = 6.6706 kuna) 
($1 = 0.8975 euros) 
(Reporting by Igor Ilic  
Editing by Mark Heinrich)  
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98 
334 053)) 
©Thomson Reuters 2019. All rights reserved. 
 
 

Czech Republic 

Czech lawmakers give 2020 budget 

initial approval, fix deficit at CZK 40bln  

23-Oct-2019  
PRAGUE, Oct 23 (Reuters) - The Czech lower 

house of parliament approved the 2020 state 
budget bill in the first of three readings on 
Wednesday, setting the planned deficit at 40 
billion crowns ($1.74 billion). 

The central state budget -- the major part of the 
public sector books - is based on expected 
revenues of 1.58 trillion crowns and spending of 
1.62 trillion crowns. 

The bill has to pass two more readings in the 

lower chamber of parliament, with the final vote 
expected in December. 
The centre-left government lacks a majority in 

parliament but hopes to pass the budget with 
the help of the opposition Communist Party, 
which supported Wednesday's reading. 
In order to meet target revenues, the 

government led by Prime Minister Andrej 
Babis has to separately win approval to 
increase taxes.  
A 5.7% rise in spending is planned to fund 
hikes in pensions, public sector salaries and 
investments. 

The opposition has criticised the budget, saying 
it is wasteful and that savings should be made 
for the next economic downturn.  

As well as benefits from a growing economy and 
planned hikes in alcohol and tobacco excise 
taxes, the budget balance should be helped by a 
one-off 17 billion crown revenue shift of value-

added tax rebates from next year into 2021.  
The finance ministry expects the overall public 
sector balance to swing to a deficit of 0.2% of 

gross domestic product from a 0.3% surplus this 
year.  
The Czech economy has slowed but is still 
expected to grow 2.2% next year, after 2.4 % 
this year. 
 
($1 = 23.0020 Czech crowns) 
(Reporting by Jan Lopatka and Robert Muller; Editing 

by Kirsten Donovan) 
((jan.lopatka@thomsonreuters.com; +420224190474; 
Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hungary 

Hungary PM flags measures to offset 

European economic slowdown  

25-Oct-2019  
BUDAPEST, Oct 25 (Reuters) - If the European 

economic slowdown prevails, Hungary will 
need to take further measures to offset the 
adverse impact from external markets in 
order to maintain its strong economic 
performance, Prime Minister Viktor Orban said 

on Friday. 

"If the European situation does not change we 
will need a second and third action plan to 
(boost the economy)," Orban told state radio, 
adding that the central bank and the finance 
ministry would be both involved in working out 

the measures. 

Orban reiterated that Hungary's GDP growth 
should exceed the EU average by 2 percentage 
points.  
Growth in Hungary, an open economy whose 
main trading partner is Germany, slowed to 
4.9% in the second quarter from 5.3% in Q1.  
The government projects 4% growth for next 
year, while the central bank last month 
forecast a slowdown in 2020 to 3.3%. 

"The European economy is not looking good, 
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especially the German economy has stumbled," 

Orban said. 
"The task is ... to launch Hungarian measures 
which, despite the European ... economic 

slowdown, is able to keep the performance of 
the Hungarian economy at a high level." 
He did not go into further detail. 
In June, the government announced a first batch 

of measures, including tax cuts, to boost job 
creation. 
Earlier this month Finance Minister Mihaly Varga 
told Reuters that investment and strong 
consumption by Hungarian households are 
expected to drive the economy next year.  

He also said the government would stick to a 
budget deficit target of 1% of GDP next year, as 
a strong fiscal position and buffers were needed 
at a time when a global economic slowdown 
beckoned. 
 
(Reporting by Krisztina Than; Editing by Catherine 
Evans) 
((krisztina.than@thomsonreuters.com; +36 1 327 
4745; Reuters Messaging: 
krisztina.than.thomsonreuters.com@reuters.net)) 

(c) Copyright Thomson Reuters 2019 
 
 

North Macedonia 

North Macedonia to sell 2.55 bln 

denars (41.1 mln euro) of govt paper 

on Oct 29   

25-Oct-2019  
SKOPJE (North Macedonia), October 25 
(SeeNews) – North Macedonia's finance 

ministry will offer two issues of government 

securities worth a total of 2.55 billion denars 
($45.8 million/41.1 million euro) at an 
auction on October 29, according to notices 
published by the country's central bank. 

The offer comprises 1.65 billion denars worth of 
one-year T-bills and 900 million denars of 30-
year Treasury notes. 
The central bank 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. 
 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Poland's 2018 general government 

deficit hits 0.2% of GDP, gg debt falls 

to 48.9% of GDP   

21-Oct-2019  
2019-10-21 
Poland's 2018 general government deficit hit 
0.2% of GDP vs 1.5% in 2017, while general 
government debt hit 48.9% of GDP at end-
2018 vs 50.6% at end-2017, stats office GUS 

said in a statement of revised estimates. 

In nominal terms, 2018 general government 

deficit hit PLN 5.036 bln, while debt PLN 
1,035.254 bln. 

 
Copyright (c) 2013 PAP - POLSKA AGENCJA PRASOWA 
SA 

©Thomson Reuters 2019. All rights reserved.  
 
 

Poland's central bank says 2020 state 

budget has realistic assumptions  

25-Oct-2019  
WARSAW, Oct 25 (Reuters) - Poland's central 

bank said on Friday that the 2020 state 
budget bill has realistic macroeconomic 
assumptions, although inflation in the first 
half of next year may be slightly higher than 
expected by the government.  

In comments on the 2020 budget proposal the 
central bank also said that despite an expected 

slowdown in economic growth next year, 
macroeconomic conditions should remain 

favourable for public finances. 
In August Poland announced plans for its 2020 
budget, the first to be balanced in three 
decades. 
 
(Reporting by Agnieszka Barteczko) 
((agnieszka.barteczko@thomsonreuters.com; 
+48226539700; Reuters Messaging: 
agnieszka.barteczko.reuters.com@thomsonreuters.net
)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romanian centrists seek urgent budget 

approval, keep gap in check  

24-Oct-2019  
By Radu-Sorin Marinas 
BUCHAREST, Oct 24 (Reuters) - Romania's 

centrist National Liberal Party of Prime 
Minister-designate Ludovic Orban wants to 
quickly adopt next year's budget and rein in a 
fiscal shortfall below the European Union's 
3% threshold while strengthening courts.  

Expansionary fiscal and wage policies by the 
outgoing Social Democrat government have 
boosted Romania's deficits, while tax hikes, 
energy price caps approved without public 
debate, and moves to weaken the judiciary have 
dented investors' appetite.  
A draft governing programme sent to Reuters 

said the party wants to review and correct 
"toxic" tax and judicial measures that have 
sapped courts and prosecutors' independence, 
enforced over the past three years. 
It said the Liberal minority government, which 
aims to win a parliamentary vote of confidence 
next Wednesday, will be a slimmer one, with 

only 16 ministries instead of the current 24. 
Party sources said the pro-business party's 
economic adviser Florin Citu has been proposed 
as finance minister, before the cabinet line-up is 
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sent to parliament later in the day.  

U.S.-educated Citu, who has worked for the 
European Investment Bank and New Zealand's 
central bank, has advocated measures aimed at 

cutting cut red tape and improving transparency 
in the public sector - which have deterred 
foreign investment. 
The Social Democrat government of Viorica 

Dancila collapsed earlier this month after 
losing a no-confidence vote in parliament. 

Lawmakers will likely endorse Orban's cabinet, 
but the 56-year-old former transport minister 
will struggle to negotiate majorities for any legal 
initiative because of a fragmented opposition, 
until a late 2020 general election. 
Analysts also believe that he could gain enough 

backing to partially reverse a judicial overhaul 
that has been described by Brussels and U.S. 
officials as a threat to the rule of law. 
A long election cycle in Romania weighs on 
financial assets, with the European Union 

member holding a presidential ballot in 

November, as well as local and parliamentary 
elections likely in mid- and late-2020. 
 
(Editing by Chizu Nomiyama) 
((radu.marinas@thomsonreuters.com; +40 21 527 04 
33; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Romania sells 600.1 mln lei of Feb. 

2029 bonds  

24-Oct-2019  
BUCHAREST, Oct 24 (Reuters) - Romania sold a 

more than planned 600.1 million lei ($140.32 
million) worth of Feb. 2029 treasury bonds on 
Thursday, with the average accepted yield at 
4.17%, central bank data showed.  

Debt managers, who had planned to sell 500 
million lei, last tendered the paper in September 
at an average yield of 4.11%. 
So far this year, the finance ministry has sold 
just under 40.0 billion lei and 506.7 million 
euros on the local market. They tapped foreign 
markets in March and July for 5 billion euros of 

2026, 2031, 2034 and 2049 Eurobonds. 
 
($1 = 4.2767 lei) 
(Reporting by Luiza Ilie; Editing by Radu Marinas) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Russia 

Russia eyes euro, yuan as currency for 

Eurobonds in 2020  

19-Oct-2019  
WASHINGTON/MOSCOW, Oct 19 (Reuters) - 
Russia will consider issuing sovereign 
Eurobonds in 2020 denominated in euros or in 
Chinese yuans, Finance Minister Anton 

Siluanov said on Friday. 

Moscow is looking for alternative ways to raise 

money abroad after the United States imposed 
sanctions this year that prohibit U.S. investors 

from buying Russian dollar-denominated 
sovereign debt directly from the finance 
ministry. 
Siluanov, speaking on the sidelines of annual 

meetings of the International Monetary Fund and 
the World Bank in Washington D.C., said the 
question of sanctions and how they would 
impact Russia's borrowing plan was raised 
during his talks with investors. 
"We don't see problems as the result of 
restrictions on borrowing in dollars," Siluanov 
told reporters. 

"We will see next year. Maybe it will be 
possible to emit (Eurobonds) in yuans ... (or) 
in euros." 

Siluanov said Russia has no plans to issue 
Eurobonds denominated in the U.S. currency 

after the sanctions. 
When speaking about Russia's privatisation 
programme, Siluanov said the government 

should intensify the sale of its stakes in state-
controlled companies, which are not crucial for 
the economy. 
"Of course, the privatisation programme should 
be made more ambitious. We've relaxed a little 
bit, because we don't need any money...," he 
told reporters. 

Siluanov also said that the Russian government 
would add 160 billion roubles ($2.5 billion) to 
the capital of state development bank VEB by 
the end of 2019.  
 
($1 = 63.7500 roubles) 
(Reporting by Megan Davies, Darya Korsunskaya and 
Maria Tsvetkova; writing by Andrey Ostroukh and 
Polina Devitt; editing by Ros Russell) 
((Polina.Devitt@thomsonreuters.com; +7 495 775 12 
42; Reuters Messaging: 
polina.devitt.reuters.com@reuters.net)) 

(c) Copyright Thomson Reuters 2019.  
 
 

Russian Eurobonds stop making gains 

on Thursday, begin trading sideways  

24-Oct-2019  

MOSCOW. Oct 24 (Interfax) - Prices for most 

Russian Eurobonds showed no clear trends on 
Thursday after two preceding days of 
moderate growth, while US Treasuries made 
gains, resulting in a widening of spreads 
between benchmark issues. 

Russia's benchmark 2030 bonds were down 8 

basis points from previous closing by 6:15 p.m. 
Moscow time at 113% with yield at 2.82% per 

annum, 1.5 bps higher. Three-year US 
Treasuries were up 5 bps from previous closing 
at 100.88%, with yield down 2.5 bp at 1.565%. 
Spread between Russia-30 and UST3 widened 4 
bps to 125.5 bps. 
Russia's 2043 bond was up 1 bp at 127.22% 
with yield virtually unchanged at 4.08%; the 

2042 bond was unchanged at 123.31%, yielding 
4.035%; the 2026 bond was up 3 bps at 
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109.7% with yield down 0.5 bp to 3.11%; and 

the 2023 bond unchanged at 109.31% yielding 
2.35%. 
The new 2047 bond was down 11 bps to 

118.84% with yield up 0.5 bps to 4.105%; and 
the new 10-year bond maturing in 2027 was up 
18 bps at 106.91%, with yield down 2.5 bps at 
3.225%. 

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

Ukraine 

Ukraine central bank chief expects IMF 

loan tranche this year  

24-Oct-2019  

KIEV, Oct 24 (Reuters) - Ukraine's Central 

Bank Governor Yakiv Smoliy said on Thursday 
he expected the International Monetary Fund 

to disburse a loan tranche under a new 
assistance programme this year. 

Speaking at the same press briefing, Deputy 
Governor Dmytro Sologub said he expected the 
government to issue $4 billion in Eurobonds next 
year. 
 
(Reporting by Natalia Zinets; Writing by Matthias 
Williams; Editing by Hugh Lawson) 
((matthias.williams@thomsonreuters.com ;)) 

(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Argentina's national bank loans 30 

billion pesos to Treasury  

23-Oct-2019  
BUENOS AIRES, Oct 23 (Reuters) - Argentina's 

Treasury Ministry received 30 billion pesos 

(about $511 million) from the national bank 
for paying public debt, the government said 
on Wednesday.  

"It is considered convenient to request financing 
from the BNA (Bank of the Nation of Argentina) 
for the Treasury," said a resolution published in 

the official government bulletin. 
Argentina has been struggling with inflation 
at nearly 55% and an economic crisis that 

worsened after the shock result of the Aug. 11 
primary election, when incumbent President 
Mauricio Macri was soundly defeated by 
opposition candidate Alberto Fernandez, who 
is now widely predicted to win Sunday's 
presidential election.  

The Treasury also issued about $34.1 million 
worth of peso-denominated notes known as 
"Letes", which will mature on April 17, 2020. A 

round of other dollar-backed Treasury note for a 

total of $175.6 million will mature on the same 
date.  
"These bonds are renewals of maturities within 

the public sector," said a spokesman for the 
Treasury, who added that the same process 
would repeat in the future.  
 
(Reporting by Maximillan Heath; writing by Cassandra 
Garrison, Editing by Angus MacSwan) 
((Cassandra.Garrison@thomsonreuters.com; +54 11 
5544 6746)) 
(c) Copyright Thomson Reuters 2019.  
 
 

 

Fitch says Argentina's debt challenges 

go beyond liquidity  

24-Oct-2019  
Oct 24 (Reuters) - Ratings agency Fitch said on 

Thursday Argentina's weak credit 
fundamentals, in terms of both liquidity and 
solvency, limit the scope for a debt exchange 
that minimizes losses for investors beyond 
maturity extensions. 

The Latin American country has been struggling 
with a major debt crisis after a market crash in 
August hammered its peso currency and 
sovereign bonds, forcing it to delay payments on 

about $100 billion of debt. 
Fitch said a deal that offers the country 
minimal debt relief focused on liquidity rather 
than sustainability would require too much of 
a fiscal adjustment to be politically or 
economically viable.  

The passage of such a deal would come with a 
high risk of renewed debt distress in the future if 
there is no unforeseen positive economic shock 

in Argentina, the ratings agency said. 
Fitch said it believes a deal that offers 
permanent debt relief via a haircut or coupon 
reduction, rather than just postponement of debt 
service, could be needed to more fully mitigate 
Argentina's debt sustainability challenges.  
 
(Reporting by Nishara Karuvalli Pathikkal; Editing by 
Maju Samuel) 
((Nishara.KaruvalliPathikkal@thomsonreuters.com; 
within U.S. +1 646 223 8780, outside U.S. +91 80 
6749 6633)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Argentina bond holders forming 

creditor committee ahead of elections  

25-Oct-2019  
By Marc Jones 
LONDON, Oct 24 (Reuters) - A group of 

Argentina's largest bond holders have begun 
forming a "creditor committee" in preparation 
for debt negotiations after the country's 
elections, sources involved in the plans told 
Reuters on Thursday.  

The group is coming together as left-wing 

Peronist candidate Alberto Fernandez is 
expected to win an outright victory against 
incumbent Mauricio Macri in Sunday's vote and 
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after a number of meetings and calls in recent 

weeks to plot their strategy. 
"We have agreed to press on (with forming the 
committee) so we can be ready after elections," 

said one of the sources, adding "a good mix" of 
large creditors were involved. 
Another member added: "We are all expecting a 
first-round victory (for Fernandez) so there is no 

time to lose." 
"It is clear a restructuring is required and 
apparently they (Fernandez's team) want 
something sorted quickly, so they will need 
someone to speak to." 
The sources could not speak for attribution due 

to the sensitivity of the process. 
The looming negotiations are set to focus on 
some $100 billion in sovereign debt that has 
become painfully expensive after a sharp 
market crash hit the country's ability to pay 
and drained its currency reserves. 

Latin American's No. 3 economy is now heading 

to the polls, with voters likely to oust the fiscal 
austerity of business-friendly conservative Macri 

and return the country to a left-leaning Peronist 
government with populist credentials. 
Members of the committee are also grouping 
together they say to ensure they cannot be 
bounced into any painful debt writedowns. 
Argentina's aggressive approach during 2001-
2005 renegotiations have left painful memories 

and the majority of its new bonds also now have 
"collective action clauses" which mean a 
restructuring goes ahead if it is backed by either 
two-thirds or three-quarters of debt holders. 
"It is important to have a negotiating group that 
has a blocking majority," one source said.  
 
(Reporting by Marc Jones in London 
Editing by Matthew Lewis) 
((marc.jones@thomsonreuters.com; +44 (0) 207 542 
9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Brazil 

Brazil pension reform 'a crucial step,' 

supports Ba2 credit rating  

23-Oct-2019  
BRASILIA, Oct 23 (Reuters) - Brazilian pension 

reform, approved by the Senate on 
Wednesday, is a "crucial step" toward putting 
the country's fiscal house in order and is in 

line with Brazil's Ba2 sovereign credit rating, 
Moody's said on Wednesday. 

"The reform and its expected savings, around 
800 billion reais, supports Brazil's credit profile 
and its Ba2 rating, and is incorporated in 
Moody's baseline scenario," Samar Maziad, 
senior analyst at the ratings agency, said in a 
statement. 

 
($1 = 4.0350 reais) 
(Reporting by Jamie McGeever 
Editing by Leslie Adler) 

((jamie.mcgeever@thomsonreuters.com; +55 (0) 11 
97189 3169; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil current account deficit above 2% 

of GDP for first time since 2016  

24-Oct-2019  
By Jamie McGeever 

BRASILIA, Oct 24 (Reuters) - Brazil's current 

account deficit as a share of gross domestic 
product widened beyond the 2% mark in 
September for the first time since 2016, 
central bank figures on Thursday showed, as 
the trade surplus in goods shrank 
dramatically. 

The broadest measure of the gap between what 
Brazil sells to the rest of the world and what it 

imports, including interest and net income flows, 
reached $37.18 billion in the 12 months to 

September, the equivalent of 2.05% of GDP. 
That marked the widest deficit in nominal terms 
and as a share of GDP since March 2016, when 
Brazil was in the midst of one of the deepest 
recessions in its history. The current account 

deficit has doubled from 0.99% in April last 
year.  
According to the central bank, the deficit in 
September was $3.5 billion, slightly less than 
the $3.95 billion economists had expected but 
significantly wider than the $194 million 
shortfall recorded in the same month a year 
ago. 

Goods exports fell 2.1% to $18.8 billion, while 

imports surged 18% to $17.1 billion, the central 
bank said.  
So far this year, exports have fallen 5.5% from 
the first nine months of 2018 and imports are 

down just 0.2%, meaning the goods trade 
surplus has shrunk by almost $10 billion to 

$28.6 billion. 
All else being equal, a narrowing trade surplus is 
a drag on economic growth. 
"Overall, a deep fiscal adjustment that would 
elevate public sector savings is critical to 
facilitate a permanent structural current account 
adjustment, rather than just a cyclical 

adjustment driven by weak domestic demand," 
Alberto Ramos, head of Latin American research 
at Goldman Sachs wrote in a note. 
Still, the current account deficit continues to 
be amply funded by investment inflows from 
abroad, with foreign direct investment in 
September totaling $6.31 billion, well above 
the $4.2 billion economists had expected.  

In the 12 months to September, FDI has totaled 

$70.38 billion, or 3.85% of GDP. Year-to-date, 
however, net FDI inflows are down 12% on the 
same period last year to $47.5 billion from $54 
billion, the central bank said. 
Investors pulled $4.9 billion out of Brazilian 
financial markets in September, the central bank 
said, with net outflow of $3.43 billion from bond 

funds and $1.48 billion from stocks. 
Over the past year, however, solid flows bond 
inflows have meant the overall net asset inflow 
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stands at $2.6 billion, significantly stronger than 

the $4.38 billion net outflow a year earlier.  
 
(Reporting by Jamie McGeever; editing by David 
Clarke and Bernadette Baum) 
((jamie.mcgeever@thomsonreuters.com; +55 (0) 11 
97189 3169; Reuters Messaging: 
jamie.mcgeever.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Colombia 

Colombia presents new tax bill to 

congress following court ruling   

23-Oct-2019  
BOGOTA, Oct 22 (Reuters) - Colombia's 

government on Tuesday presented a new tax 

reform proposal to congress, after the 
constitutional court overturned a previous 
version of the measure last week. 

The court ruled in a 6-3 vote that the law would 
remain valid only through the end of 2019 
because it was not properly published in the 
legislative gazette between votes in the lower 
and upper houses, violating normal procedure. 

The new bill includes the same provisions as the 
former, Finance Minister Alberto Carrasquilla 
said, but removes provisions that apply to this 
year. 
"We are proposing exactly the same text, it has 
some small differences because the year has 
passed," Carrasquilla told reporters in the offices 

of the lower house, adding that the proposal was 
sound. 
The bill must be passed before the end of the 
year to avoid legal consequences outlined by the 
court.  

The court's decision had forced right-wing 

President Ivan Duque's government into a 
scramble to pass a new bill that will cover 2020 
and beyond, in a bid to avoid potential financing 
problems and any effect on investment. 
Carrasquilla warned prior to the ruling that 
overturning the law could hurt investor 
confidence and bring lower growth for 

Colombia's $350-billion economy. 
Resources raised by the reform will be 
equivalent to about 1% of gross domestic 
product in 2020, the government estimates. 

The decision was the latest in a series of 
headaches for Duque, whose economic projects 
have faced strong opposition from lawmakers, 
complicating his efforts to reduce debt, boost 

growth and avoid a potential downgrade in credit 

ratings. 
The finance ministry has requested that 
lawmakers debate and vote on the proposal 
urgently, it said in a statement. 
The overturned law included increased income 
tax on high earners, a cut in business duties and 

an additional tax on banks' earnings.  
 
(Reporting by Carlos Vargas; Additional reporting by 
Nelson Bocanegra; Writing by Julia Symmes Cobb; 
Editing by Clarence Fernandez) 

((julia.cobb@thomsonreuters.com; +57-316-389-
7187)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Colombia swaps $1.45 bln in bonds, 

reducing 2021 obligations  

23-Oct-2019  
BOGOTA, Oct 23 (Reuters) - Colombia has 

swapped 5 trillion pesos ($1.45 billion) in 
internal public debt, the finance ministry said 
on Wednesday, reducing its debt obligations 
for 2021. 

The government swapped paper that had been 
set to come due the year after next for so-called 
TES-UVR bonds due in 2027 and 2037. The 
bonds' yields are tied to inflation. 

The operation reduced "the amortizations of TES 
valid for 2021 by 5 trillion pesos, significantly 
reducing financing risks," the ministry said in a 
statement. 
The swap comes amid fiscal challenges for 
Colombia, which analysts and ratings 
agencies have said may struggle to meet its 
deficit goals in the coming years. 

The government on Tuesday presented a new 

tax reform proposal to congress, after the 
constitutional court overturned a previous 
version of the measure last week.) 
TES bonds make the second-largest contribution 
to public finances in Colombia, after tax 
collection. Some 314 trillion pesos in TES had 

been issued through September, a fourth of 
which is held by foreign investment firms. 
 
($1 = 3,430.30 Colombian pesos) 
(Reporting by Nelson Bocanegra, 
Writing by Julia Symmes Cobb, Editing by Angus 
MacSwan) 
((julia.cobb@thomsonreuters.com; +57-316-389-
7187)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ecuador 

Ecuador's Moreno announces tax 

reform after rolling back fuel price hike  

19-Oct-2019  

QUITO, Oct 18 (Reuters) - Ecuadorean 

President Lenin Moreno on Friday proposed a 
new tax on corporations and a simplification 
of the tax system to improve government 
finances after a plan to eliminate fuel 
subsidies was met with violent 
demonstrations. 

Indigenous protesters led almost two weeks of 
demonstrations after Moreno announced he 
would eliminate decades-old subsidies on diesel 

and gasoline. He walked back the measure and 
promised dialogue to find different ways to close 
the fiscal deficit. 
"Today a tax reform proposal was sent to the 
legislature ... We will not raise the Value Added 
Tax," Moreno said in a televised address.  

"We will ask those who have more to pay more." 
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The proposal includes a new tax on companies 

with annual revenue of more than $1 million, 
which he said would raise about $532 million 
over three years. 

Citizens with annual income above $100,000 will 
not be able to deduct personal expenses from 
their income tax. The plan also includes a tax on 
plastic bags and electronic cigarettes. 

The measures will need congressional approval. 
The tax reform proposal had been part of a 
broad agreement with the International 
Monetary Fund (IMF) for about $4.2 billion in 
financing that had also included changes to 
labor regulations. 

Moreno said the plan would provide incentives 
for small and medium exporters, as well as aid 
for companies affected by looting and damage 

during the protests. 
The president said he will continue with the 
dialogue to define a new scheme for fuel 
subsidies, which according to official data cost 

about $1.4 billion per year. 
"The new decree must contain a fuel subsidy 

policy, a policy that is fair, efficient and protects 
the poorest and that allocates a good part of the 
resources for its benefit," he added. 
 
(Reporting by Alexandra Valencia and Brian Ellsworth; 
Editing by Daniel Wallis) 
((brian.ellsworth@thomsonreuters.com; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net, 
@ReutersVzla)) 
(c) Copyright Thomson Reuters 2019. 
 
 
 
 
 
 
 
 

AFRICA 
 

 

Africa-Fx-Kenyan shilling to 

strengthen, Nigeria naira to be stable    

24-Oct-2019    
DAR ES SALAAM, Oct 24 (Reuters) - Kenya's 

shilling is forecast to gain ground against the 
dollar in the next week to Thursday, while 
Uganda's currency will weaken and Nigeria's 
naira will be stable, traders said. 

KENYA 
The Kenyan shilling is expected to strengthen 
due to inflows from offshore investors buying 

government bonds and tightening liquidity in the 

local money market that will counter dollar 
demand from the energy sector. 
Commercial banks quoted the shilling at 
103.15/35, compared with 103.65/85 at last 
Thursday's close.  
"We're watching investor interest in the 
infrastructure bond ... we're not seeing much in 

terms of end-month demand," said a senior 
trader from one commercial bank.  
UGANDA 

The Ugandan shilling is forecast to weaken, 
undermined by a rebound in demand for 

dollars from the energy, manufacturing and 
construction sectors.  

Commercial banks quoted the shilling at 
3,710/3,720, compared to last Thursday's close 
of 3,685/3,695. 
"Customer appetite has rebounded from across 
board and that will likely exert significant 

pressure on the local unit," said a trader from a 
leading commercial bank.  
TANZANIA 
Tanzanian shilling is expected to hold steady, 
helped by dollar demand from the telecoms, 
energy and manufacturing sector being 
matched by supply from companies selling 
dollars to meet end-month obligations like 
salaries. 

Commercial banks quoted the shilling at 

2,298/2,308 against a dollar from a close of 
2,295/2,305 a week earlier.  
"We expect next week the currency (shilling) to 

hold steady because of the support from end-
month inflows. Companies and other 
organisations will be buying shilling to meet their 

end of the month obligations," a trader at one 
commercial bank in Dar es Salaam said. 
NIGERIA 
Nigeria's naira is expected to be stable due to 
the central bank's attempt to attract more 
foreign inflows after it barred local investors 
from participating at its open market Treasury 
auctions, traders said. 

The naira touched a low of 362.24 on Thursday 

on the over-the-counter market where it trades. 
It has been quoted at a range of 361.50-362 
this week, one trader said. 
The currency was quoted at 307 on the official 
market, supported by the central bank. Nigeria 

operates a multiple currency regime. 
The central bank on Wednesday restricted local 

investors from participating in its Treasury bill 
auction in a bid to draw more foreign interest to 
boost dollar liquidity and prop up the naira. 
Domestic investors can buy bills on the 
secondary market. 
 
(Reporting by Nuzulack Dausen, Elias Biryabarema, 

Chijioke Ohuocha and John Ndiso; Compiled by George 
Obulutsa; Editing by Sriraj Kalluvila) 
((george.obulutsa@thomsonreuters.com; Tel: +254 20 
499 1234; Reuters Messaging: 
george.obulutsa.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Angola 

Market upbeat as Angola central bank 

lifts reserve ratio, drops FX fix  

24-Oct-2019  
JOHANNESBURG, Oct 24 (Reuters) - Angola's 

central bank has raised the rate of cash 
commercial lenders are required to hold in 
reserve, a move to ease inflation and stabilise 
the currency that was welcomed by analysts 

and markets. 
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The Bank of Angola (BNA) raised the cash 

reserve ratio (CRR) from 17% to 22% on 
Wednesday, and removed the 2% trading band 
that kept the kwanza in a fixed range. It kept 

the benchmark lending rate unchanged at 
15.5%. 
The kwanza' s official rate has weakened more 
than 20% since the start of this month, but on 

Thursday the currency gained for the first time 
since those falls, albeit marginally, firming 0.4% 
to 449 per dollar. 
On the parallel market the kwanza was trading 
about 35% higher than the official rate, at 610 
per dollar. In mid-July, the parallel rate was 

about 45% above the official rate, analysts at 
Cape Town-based NKC African Economics said.  
The kwanza's massive depreciation and the 
ineffectiveness of tweaking benchmark 
lending rates, has ramped up the pressure on 
policy makers to target the official currency 
rate, analysts and traders said. 

"It (BNA's decision to raise CRR) could be a 
knee-jerk reaction with the currency weakening 

and the bank worrying about the impact on 
inflation. They had to tighten somehow," said 
Africa strategist at Absa Samantha Singh. 
"The last move by the BNA was cutting its policy 
rate to support growth, but given the move in 
the currency, it seems the bank has taken a 
more cautious approach and raised the reserve 

requirement," Singh said, adding importers 
demand for dollars was also a big worry for the 
bank. 
Falling growth has also put pressure on 
policymakers. The World Bank and IMF are 
plugging a financing need of around 3.5 trillion 
kwanza just for 2019.  

The central bank imposed the "reference rate" 
when it abandoned the Kwanza's peg to the U.S. 

dollar in January 2018, devaluing it at the time 
by about 10%. The reference rate failed to 
meaningfully curb inflation, however. 
October consumer price growth stood at 16.08% 

in October, while foreign currency reserves have 
kept sliding. 
"The decision to raise the reserve requirement 
may also have been triggered by net 
international reserves falling below the 
psychological $10m level," said Gerrit van 
Rooyen, an analyst at NKC African Economics. 

 
(Editing by Tim Cocks and Alexandra Hudson) 
((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Egypt 

Egypt's growth seen at 5.5% in FY 

2019/20, 5.7% next FY  

23-Oct-2019  
• 2019/20 growth forecast below 
2018/19's 5.6% growth 
• GDP seen up 5.7% in 2020/21, below 

forecast three months ago 

By Yousef Saba 

CAIRO, Oct 23 (Reuters) - Egypt's economy is 

expected to grow 5.5% in the fiscal year that 
began on July 1 and 5.7% the following year, 
a Reuters poll showed, as Cairo wraps up an 
IMF-backed economic reform programme. 

The forecast growth for the current fiscal year 
was below the government's target of 6-7% and 
slightly under last year's reported growth of 

5.6%. 
Forecasts were similar to a Reuters survey of 
economists released three months ago but 
analysts' median forecast for fiscal 2020/21 was 
lowered marginally to 5.7% from 5.8%. 
Analysts expected Egypt's gross domestic 
product (GDP) growth to slow to 5.5% in the 

2021/22 fiscal year. Prime Minister Mostafa 
Madbouly said last month he expected GDP 
growth to accelerate to 8% by 2022. 
Egypt's economic growth has been boosted by 
improving tourism, strong remittances from 
Egyptian workers abroad and newly 
discovered natural gas fields coming 
onstream. 

Next month, Egypt will complete a three-year 
economic reform programme tied to a November 
2016 IMF loan which has been disbursed in full. 
The programme was designed to reduce Egypt's 
budget and current account deficits.  
The reforms included letting the Egyptian pound 
depreciate sharply, removing almost all fuel 

subsidies, introducing a value-added tax and 
raising electricity and transport prices. 
The measures hit Egyptians hard, and the 
private sector has struggled to create enough 
jobs for Egypt's booming population of 100 
million. The government said in July about a 
third of Egyptians lived below the poverty line of 

8,827 Egyptian pounds ($546) a year in fiscal 
2017/18. 
PRIVATE SECTOR STRUGGLES 
Egypt's non-oil private sector contracted for the 
second consecutive month in September, 
according to the IHS Markit Egypt Purchasing 

Managers' Index (PMI). It has expanded in only 
six months since the 2016 IMF accord, according 
to the PMI. 
The country will need to create jobs for 3.5 
million people over the next five years, the 
IMF said in its fifth review of the reform 
programme released this month. 

Egypt has also struggled to attract foreign 
investment since the 2011 uprising that ended 

Hosni Mubarak's three-decade rule, except in its 
oil industry which has seen renewed interest 

after the Mediterranean's largest gas field was 
discovered off Egypt in 2015. 
"As of now, capex growth indications still remain 
muted," said Allen Sandeep, head of research at 

Naeem Brokerage. "Assuming interest rates are 
cut by another 300 basis points, the hope for 
2020 and 2021 is that pent-up demand finally 
kicks in."  
"Retail lending growth has now crossed 20% and 
could rise to more than 30% next year - for us, 
an indirect sign that the private non-oil economy 
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could finally flourish," Sandeep added. 
The Central Bank of Egypt (CBE) made two 
consecutive cuts to Egypt's overnight lending 
and deposit rates in August and September. It 
cut rates by a cumulative 250 basis points, 
with deposits now at 13.25% and lending at 
14.25%. 

Analysts expect the CBE to make further rate 
cuts before the end of 2019 as inflation 
decelerates. 

Analysts forecast Egypt's annual urban 
consumer price inflation slowing to 10.2% in the 
2019/20 fiscal year from as high as 33% in July 
2017. They saw inflation falling to 9.2% in fiscal 
2020/21 and 8.9% the following year. 
The new consensus saw a marked improvement 
in expectations from three months ago, when 

analysts foresaw inflation this fiscal year at 
13.0%. 
"We expect prices to continue to decelerate in 
October 2019 before rising to high single digits 

by the end of the calendar year (2019) as they 
come off a lower base from the previous year," 
said Jacques Verreynne, an economist at NKC 

African Economics. 
 
($1 = 16.1800 Egyptian pounds) 
(Polling by Md Manzer Hussain in Bengaluru; reporting 
and writing by Yousef Saba; editing by Patrick Werr 
and Giles Elgood) 
((Yousef.Saba@thomsonreuters.com; 
+201222184730)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kenya 

Kenya mulls listing of sovereign green 

bond  

22-Oct-2019  
NAIROBI, Oct. 22 (Xinhua) -- Kenya is 

considering listing a sovereign green bond at 
the Nairobi Securities Exchange (NSE), an 
official said on Tuesday. 

Samuel Kimani, chairman of the NSE, told 
Xinhua in Nairobi that there is currently huge 
appetite among both foreign and local investors 
for climate-sensitive debt instruments. 
"The government is exploring the option of 

issuing a green bond at the NSE next year in 
Kenya shillings," Kimani said when NCBA Bank 
listed new shares on the NSE following the 
merger of NIC Bank and Commercial Bank of 
Africa. 
He said that the government has a number of 
infrastructure projects in the pipeline, some 

of which qualify to be funded through green 
funds. 
Kimani added that the east African nation has 
already enacted legal reforms to offer tax 
incentives on green bonds. 

He observed that the capital markets players are 
upbeat about the green bond market in Kenya 
after the country's first green corporate bond 
raised 4.3 billion shillings (41.5 million U.S. 

dollars) early this month. 
According to the NSE, some of the public 

projects that can be funded with green bonds 

include geothermal, solar and wind power 
projects as well as environmentally friendly 
buildings and waste treatment plants. 

Kimani revealed that Kenya is keen to be at the 
forefront of utilizing sustainable sources of 
finances as most of its key economic sectors are 
vulnerable to climate change.  

 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved. 
 
 

Morocco 

Morocco forecasts stable 2020 fiscal 

deficit of 3.5%  

19-Oct-2019  

RABAT, Oct 19 (Reuters) - Morocco's fiscal deficit 
is expected to be unchanged at 3.5% of gross 
domestic product in 2020, the government’s 
draft budget showed. 
The estimate, which edges closer to meeting Morocco's 
medium-term debt-to-GDP goal of 3%, was based on 
expected privatisation receipts of 3 billion dirhams 
($313 million), the document seen by Reuters shows. 
Other factors influencing the deficit in 2020 include the 

cost of a public wage hike set at 6 billion dirhams and 
the allocation of 26 billion dirhams to boost the 
purchasing power of the poor, it said.  
The cost of subsidies of sugar, semolina and cooking 
gas would be cut to 13.6 billion dirhams in 2020 from 
18 billion this year.  

The portion of the budget going to education 
would expand to 72.4 billion dirhams while 
that of health would jump to 18.6 billion 
dirhams. Both have been identified as priority 
spending areas in the draft budget. 
Assuming an average cereals harvest of 7 million 
tonnes and an oil barrel price at 67 dollars, growth is 
expected to stand at 3.7% in 2020 from 2.9% in 2019. 
The central bank and the International Monetary fund 
however, have said the economy would only grow by 
2.7% this year on the back of a lower cereals yield due 
to a lack of rainfall.  
The draft budget introduces tax incentives to 
encourage the declaration of assets and the 
repatriation of cash in foreign currency, aiding 
Moroccan banks which have been hit by falling 
deposits this year and bolster the tax base in line with 
the government goal to bolster revenue.  
The government plans to continue clearing the stock of 
value added tax repayments by releasing next year 10 
billion dirhams owed to public and private enterprises. 
Morocco’s Doing Business ranking rose from 128 in 
2010 to 60 in 2019. 
Public investment would increase to 198 billion 
dirhams in 2020, from 195 billion this year.  

 
(Reporting by Ahmed Eljechtimi; editing by Angus 
McDowall and Alexander Smith) 
((ahmed.eljechtimi@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Morocco to issue international bond in 

November  

22-Oct-2019  
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By Ahmed Eljechtimi 

RABAT, Oct 22 (Reuters) - Morocco plans a first 

international bond in four years in November, 
worth about $1 billion, but will wait before 
deciding on the exact amount, the currency 
and the date of issue, the Finance Minister 
said on Tuesday.  

"We want to use this window as we waited until 
interest rates were low," Mohamed Benchaaboun 
said at a news conference to discuss the 

government's 2020 budget plan.  
Rabat is considering either dollars or euros for 
the bond, a senior finance ministry official said, 
but Benchaaboun said it could not exceed $1.5 
billion.  
Earlier this month ratings agency S&P upgraded 
Morocco's outlook from negative to stable, while 

maintaining its BBB-rating.  
Government debt is expected to stand at 
66.2% of gross domestic product in 2019, 
according to the Central Bank. 
Morocco is targeting a fiscal deficit of 3.5% of 
gross domestic product (GDP) in 2020, the 
same as 2019, Benchaaboun said, confirming 
figures that have already been reported. 

It expects economic growth of 3.7% next year 

assuming an average cereals harvest of 7 million 
tonnes and an oil price of $67 a barrel.  
The central bank and the International Monetary 
Fund have said they expect growth this year of 
2.7% after poor rainfall affected crops. 
Separately, the minister said the draft budget 
introduces measures to align Morocco with 

international norms in terms of the tax systems 
of free trade zones and Morocco’s finance and 
business hub Casablanca Finance City (CFC). 
CFC companies will be taxed 15% both on their 
local and export activities as of 2021 after a 
five-year tax exoneration, the minister said. 

The EU has pressed for such a reform after it 

kept the North African country on a so-called 
grey list of non-cooperative tax jurisdictions in 
March. The bloc could have downgraded Morocco 
to the black list if had not scrapped tax 
exemptions for offshore banks and holdings. 
The minister also said the draft budget includes 

trust-building measures with taxpayers citing 
incentives to encourage the declaration of 
taxable assets at home and abroad and promote 
the repatriation of cash in foreign currency to 
local banks. 
 
(Reporting By Ahmed ElJechtimi 
Writing by Angus McDowall 
Editing by Mark Heinrich) 

((angus.mcdowall@thomsonreuters.com; Reuters 
Messaging: 
angus.mcdowall.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mozambique 

Russia's VTB, Mozambique president 

discuss debt restructure  

23-Oct-2019  

MOSCOW, Oct 23 (Reuters) - The head of 

Russia's state bank VTB Andrei Kostin and 
Mozambique President Filipe Nyusi discussed 
plans to restructure Maputo's debt, with the 
aim to conclude a deal by the year-end. 

Mozambique needs to restructure a $535 million 
state-backed loan to Mozambique Asset 
Management (MAM) arranged by VTB. The 
meeting between Kostin and Nyusi was held on 

Tuesday, a VTB spokeswoman told Reuters.  
VTB said in a statement on Wednesday that 
Kostin told Nyusi that the Russian bank would 
like to agree on the debt restructure plan by the 
end of this year. 
"The agreement was reached to continue this 
discussion to find a final solution," VTB said.  

Mozambique has been battling to recover from a 
debt crisis after admitting in 2016 to $1.4 billion 
of previously undisclosed lending, prompting the 
International Monetary Fund (IMF) to cut off 
support and triggering a currency collapse and 

debt default.  
The IMF said in May that Mozambique's 

restructuring discussions with VTB over a loan to 
the state-owned MAM were in the final stretch. 
VTB also said on Wednesday that the bank was 
interested in attracting Russian and foreign 
investors to Mozambique, including to the 
agriculture sector, gas industry and energy.  
 
(Reporting by Katya Golubkova 
Editing by Jacqueline Wong) 
((ekaterina.golubkova@thomsonreuters.com; +7 495 
775 1242)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Namibia 

Namibia's economy to shrink again in 

2019  

22-Oct-2019  
WINDHOEK, Oct 22 (Reuters) - Namibia's 

economy is set to shrink by 1.5% in 2019 
after contracting 0.1% in the previous year as 
a broad slowdown triggered by severe 

drought, weak investment and falling 
consumer demand deepens, Finance Minister 
Calle Schlettwein said on Tuesday. 

The economy would gradually recover to expand 
by around 0.8% in 2020 and 1.3% by 2021, the 
finance minister said in his mid-term budget 
review speech ahead of an election next month, 
adding gross debt was seen remaining steady at 

just under 50% of gross domestic product. 

 
(Reporting by Nyasha Nyaungwa; Writing by Mfuneko 
Toyana; Editing by Alison Williams) 
((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
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Nigeria 

Nigeria has no plans to go to 

international debt market this year  

25-Oct-2019  
By Chijioke Ohuocha 
ABUJA, Oct 25 (Reuters) - Nigeria has no plans 

to tap the international debt market this year 
due to the time constraints before the end of 
its budget cycle, the head of the government's 
debt office told Reuters on Friday. 

The West African country had its last Eurobond 

sale in November, its sixth outing where it raised 
$2.86 billion. 
Foreign borrowing had been set at 824.82 billion 
naira ($2.7 billion) for the government's 2019 
budget. 
"We will only raise the new domestic 
borrowing of 802.82 billion naira as provided 
in the 2019 appropriation act. We won't be in 

the international capital market in 2019," said 
Patience Oniha, director general of the 
government debt agency known as DMO. 

Oniha said the country's 2019 budget had only 
six months for implementation, due to the late 
passage of the bill. The government aimed to 
start its budget implementation for 2020 in 
January, she told Reuters in an email. 

The DMO had said in June that the government 
wanted to first access cheap funding from 
multilateral and bilateral lenders and then raise 
any balance from commercial sources, possibly 
including security issuance such as Eurobonds. 
Nigeria, which emerged from recession in 2017, 
has borrowed abroad and at home over the past 

three years to help finance its budgets and fund 

infrastructure projects, but debt service costs 
are also rising. 
The government approved a three-year plan in 
2016 to borrow more from abroad. It wants 40% 
of its loans to come from offshore sources to 

lower borrowing costs and help fund record-high 
budgets. 
Earlier this month, President Muhammadu 
Buhari presented a record 10.33 trillion-naira 
($33.8 billion) budget for 2020 to parliament, 
which he expects to be partly financed via 
foreign borrowing plus the proceeds of 

privatisation. 
 
($1 = 306.95 naira) 
(Reporting by Chijioke Ohuocha 
Editing by Tom Brown) 
((chijioke.ohuocha@thomsonreuters.com; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Somalia 

IMF chief Georgieva says supports debt 

relief for Somalia  

19-Oct-2019  

By Andrea Shalal and David Lawder 

WASHINGTON, Oct 19 (Reuters) - International 

Monetary Fund Managing Director Kristalina 
Georgieva said on Saturday that she supports 
Somalia's efforts to achieve debt relief 
through the global lender's Highly Indebted 
Poor Country program. 

In a statement issued after her meeting in 
Washington with Somali Prime Minister Hassan 
Ali Khaire, Georgieva said Somalia was 

committed to making further reforms despite 
challenging circumstances, which were aimed at 
paving the way for debt relief.  
The African nation has about $4.7 billion in 
external debt, accounting for about 100% of its 
GDP, which the Fund has declared to be 
unsustainable. 

"I assured the Prime Minister of the IMF's full 
support for Somalia's efforts to secure debt 
relief, including working with the membership of 
the Fund to secure the financial resources 

necessary to clear arrears to the IMF and cover 
the costs of debt relief," Georgieva said. 

"We exchanged views on the importance of 
securing debt relief under the Highly Indebted 
Poor Country (HIPC) initiative as soon as 
possible," she said in a statement. 
Somali officials met to discuss debt relief with 
officials from the IMF, World Bank and other 
institutions on Thursday on the sidelines of 
the IMF and World Bank fall meetings.  

Georgieva said the prime minister reiterated 

Somalia's strong commitment to continuing to 
implement reforms, and also highlighted its 
completion of the 9th National Development 
plan. 
"Maintaining strong performance, together with 
support from international partners, will pave 

the way for Somalia to receive debt relief in the 

near future," Georgieva said. 
IMF officials this week said work on Somalia's 
debt relief effort is progressing well but have 
given no specific timetable.  
In addition to specific benchmarks that must be 
met, additional grants are needed to address the 

country's debt arrears, Jihad Azour, director of 
the IMF's Middle East and Central Asia 
department, told reporters on Friday. 
Somali Finance Minister Abdirahman Duale 
Beileh said during an event at the Brookings 
Institution think tank this week that he expected 
a decision on debt relief in February 2020. 

"We are expecting a decision point in February 
next year," Beileh said. "We have challenges, 
but more positive than negative." 
Stephen Schwartz, who served as U.S. 

ambassador to Somalia from July 2016 to 
October 2017, said ensuring debt relief was a 

top priority for the Somali government for the 
roughly three years it has been in office. 
"Getting debt relief would unlock concessional 
lending from the international lending 
institutions, which would give them access to 
a lot of money that they could put to good use 
rebuilding Somalia," Schwartz said.  

"It would be a huge success. It would allow the 
government to function at a more robust level 
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with more resources. It would be a huge vote of 

confidence for them and for the Somali people." 
 
(Reporting by David Lawder and Andrea Shalal 
Editing by Paul Simao) 
((David.Lawder@tr.com; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

South African medium-term budget 

confirmed for Oct. 30  

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

Africa's medium-term budget will be 

presented to lawmakers on Oct. 30, the 
National Treasury said on Monday. 

"The Medium-Term Budget Policy Statement 
(MTBPS) will be tabled on Wednesday, 30 
October 2019 after the availability of all 
principals who need to attend the tabling was 
confirmed," said the Treasury in a statement.  

On Thursday, Finance Minister Tito Mboweni had 
said the budget, which covers fiscal planning for 
the coming three years, could be presented a 
day earlier than scheduled to accommodate 
President Cyril Ramaphosa's travel plans. 
 
(Reporting by Mfuneko Toyana; Editing by Kirsten 
Donovan) 
((mfuneko.toyana@thomsonreuters.com; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net)) 

(c) Copyright Thomson Reuters 2019. 
 
 

Zambia 

Fitch Ratings: Zambia Budget Fails to 

Address External Financing Risks  

21-Oct-2019  
Fitch Ratings-Hong Kong/London-October 21: 
Zambia's 2020 Budget could increase risks to 
the sovereign's external debt sustainability 
unless new sources of grant funding or 
concessionary lending are found, Fitch 
Ratings says. The budget envisages a 
significant increase in such funding, but does 

not identify the likely sources. 

Zambia's recently-appointed Minister of Finance 
Bwalya Ng'andu delivered the 2020 Budget in a 
speech to parliament on 27 September. The 

budget seeks to narrow the fiscal deficit to 5.5% 
of GDP, but also sees an increase in 
expenditure, to 27.5% of GDP. Debt 

amortisation will add a further 4.9% of GDP to 
the government's financing needs in 2020. 
The budget forecasts a revenue increase to 22% 
of GDP, driven by expected increases in mining 
revenue, adjustments to VAT and higher 
government fees and fines. Zambia's revenue 
averaged 19% of GDP in the five years to 2018. 

In 2018, revenue outperformed the budget 

target when copper production exceeded 
expectations. 
Fitch expects a slight increase in revenue, but 
we think the 2020 deficit target will probably 
be missed. Fitch's current deficit forecast 
assumes that expenditure falls slightly, to 
26% of GDP in 2019 and remains broadly the 
same in 2020, resulting in a cash deficit of 

6.7% of GDP. The higher spending contained in 

the 2020 Budget will likely lead us to make an 
upward adjustment to our 2020 fiscal deficit 
forecast, but Fitch believes that finding new 
sources of external financing will be difficult and 
that the lack of new financing sources will 
constrain spending. 
New external borrowing is forecast to exceed 

estimated external amortisation in 2020, which 
would keep Zambia's government debt on an 
increasing trajectory. The budget envisages 
ZMW30.6 billion in foreign financing and grants, 

equivalent to nearly 9% of GDP, whereas 
historically grants have provided no more than 
1%-2% of GDP in financing. 

In the absence of significant new sources of 
grant funding or concessionary lending, this 
would increase the risks to Zambia's external 
position from already high debt servicing costs. 
The 2020 budget envisages total public external 
debt servicing costs of about USD1.5 billion, up 

from USD800 million in 2018 and an estimated 
USD1.1 billion in 2019. 
Fitch downgraded Zambia's sovereign rating to 
'CCC' in June in view of the high external 
financing requirements, the continued fall in 
foreign exchange reserves, constrained access 
to financing and a further rise in government 

debt. The country has increased its stock of 
external debt and increased the percentage of 

commercial and non-concessionary public 
borrowing to fund an ambitious program of 
infrastructure development. The level of capital 
expenditure increased to an average of 5.9% of 
GDP in the years 2014 to 2019 compared to 

3.9% in the previous five years. 
Zambia has been in discussions with the IMF on 
a programme that would likely provide additional 
external financing, but has yet to reach staff 
level agreement. An IMF agreement would offer 
a stronger signal of Zambia's commitment to 

fiscal adjustment. It would also mitigate external 
debt servicing risks as Zambia approaches 
repayments of a USD750 million Eurobond in 
2022 and another USD1.25 billion bond due in 
2024. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Copyright © 2019 by Fitch Ratings, Inc.,  

©Thomson Reuters 2019. All rights reserved. 
 

GLOBAL 
 

IMF's Georgieva seeks 'peer pressure' 
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on countries to abide by global trade 

rules  

19-Oct-2019  

WASHINGTON, Oct 19 (Reuters) - International 

Monetary Fund Managing Director Kristalina 
Georgieva said on Saturday that IMF members 
discussed ways to increase "peer pressure" 

on countries to follow and improve global 
trade rules to reduce growth-sapping 
uncertainty. 

Georgieva told a news conference at the IMF and 
World Bank annual meetings that U.S.-China 
trade tensions were a major topic of discussion 
at the gathering of financial leaders. 
"We need to look into reasons on why we are 

not making more progress on trade. It's not just 
about U.S.-China," she said. "The understanding 
was (the need for) building more peer pressure 
for everybody to play by the trade rule-book, 
and be willing to expand and improve this rule-
book."  

 
(Reporting by David Lawder; Editing by Andrea Ricci) 
((David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

China's central banker says yuan level 

"appropriate", trade tensions risk to 

global economy   

20-Oct-2019  
By David Lawder 
WASHINGTON, Oct 19 (Reuters) - China's top 

central banker said on Saturday that potential 
escalation of trade tensions and policy 
uncertainty were the major risk factors facing 

the world economy, and market forces were 
keeping China's yuan at an appropriate level. 

Yi Gang, the governor of the People's Bank of 
China, said in a statement to the International 
Monetary Fund's steering committee that Beijing 
is "deeply disappointed" in the IMF's failure to 
realign its shareholding structure to recognize 
the rising influence of China and other fast-

growing economies. 
Yi pushed back against the U.S. Treasury's Aug. 
5 designation of China as a currency manipulator 
after China's yuan fell below the psychologically 
important level of 7 to the dollar. 
His statement said that the depreciation in the 
yuan since the beginning of August has been 
driven by market forces, including volatility 

prompted by escalating trade tensions. Yi 
added that there was "growing market 

acceptance for two-way exchange rate 
fluctuations" in the yuan, also known as the 
renminbi or RMB. 
"Judging both from economic fundamentals and 
from market supply and demand, the RMB 

exchange rate is at an appropriate level," Yi 
said. 
In a dig at the Trump administration's "America 
First" trade stance, Yi said: "the wave of 
populism and protectionism in some countries 

has undermined mutual trust, reducing their 

willingness to cooperate on a multilateral basis." 
Yi's statement did not mention the "Phase 1" 
trade deal that U.S. President Donald Trump 

announced on Oct. 11, but warned of the 
problems that trade tensions have caused for 
the global economy.  
"Signs of disruptions have emerged in global 

trade and in global industry chains, supply 
chains, and value chains," he said. "Trade 
tensions have dampened market confidence, 
which may amplify financial market volatility 
and drag down economic growth." 

On IMF quotas, Yi said that IMF members 
needed to honor previous commitments to 
adjust the IMF's shareholding to reflect the 
growing power of dynamic emerging market 

economies and said that China supported an 
adequately resourced IMF based on quota 
resources, not temporary lending arrangements. 
The IMF on Friday announced that members had 

agreed to keep IMF lending resources at $1 
trillion, through extension and a doubling of its 
crisis lending fund and a corresponding 

reduction in bilateral borrowing arrangements. 
But in a move that preserves U.S. veto power 
over major Fund decisions for four more years, 
IMF members delayed the next quota review 
until December 2023. 
"The failure to adjust quota shares undermines 

the representation, governance, and legitimacy 
of the IMF," Yi said. "China will, along with the 
other parties, continue to push for reforms of 
the IMF’s quotas that will strengthen the voice 
and representation of emerging market 
economies."  
 
(Reporting by David Lawder;  
Editing by Paul Simao and Andrea Ricci) 
((David.Lawder@tr.com ; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Why bonds still matter in a low interest 

world Portfolio  

22-Oct-2019  
Rebalancing is such a simple concept from an 
investor's viewpoint. You set a target asset 
allocation that suits your personal risk profile 

and long-term financial goals. Then as markets 
or specific investments move up (or down) in 
value, you periodically review and adjust to 
bring the asset allocation back into line. 

It is a simple concept that is also executed by 

diversified multi-asset class options in leading 
super funds, exchange traded funds and 
managed funds, proving that the inherent 
simplicity of rebalancing does not mean it is any 
less meaningful in a professionally managed 
investment option. 

Although the concept itself is simple enough in 
theory, there are challenges in practice - 
particularly as an individual investor when it 
comes time to rebalance your portfolio to invest 
more of your hard-earned capital in an asset 

mailto:Publicdebtnet.dt@tesoro.it
mailto:David.Lawder@tr.com
rm://david.lawder.thomsonreuters.com@reuters.net/
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class that is holding out the promise of zero or 

negative returns. 
In this context, we turn our attention to the 
humble bond. Bonds struggle to gather the 

same attention as their high-flying, fast-
moving, headline-grabbing equity market 

cousins. Volatile versus slow and steady. Dull 
versus exciting. That is the narrative that 
investors and financial advisers are accustomed 

to hearing and working with when considering 
bonds in a portfolio. 
But reliable and secure does have its moment in 
the spotlight - think most big market crashes of 
the past 30 years, particularly the global 
financial crisis (GFC) in 2008. When share 

markets fall further and further, the steady, 
secure returns that bonds have traditionally 
offered become incredibly appealing to investors 
around the globe. 
Bonds in a diversified portfolio offer a 
valuable safe harbour by providing a 
dampener on the volatile ride that share 
markets can deliver. 

But what about when interest rates fall, fall 

some more and then, in some parts 
of the world, hit zero or even go into negative 
territory? 
Do bonds still have a role or should investors 
rethink their entire approach to portfolio 
construction? 

While this is new territory for Australian 
investors, US, European and Japanese investors 
have already experienced periods of low or zero 
interest rates in the post-GFC world. Like most 
other developed economies, Australia's cash rate 
is at record lows and central banks show no 
signs of stopping cuts. 
The ambition is that cutting rates will 
stimulate the economy by boosting spending. 
But as many have noted, when rates are so 
low they can hit consumer confidence rather 
than boost spending. 

So why should an investor still hold bonds in an 
environment of near zero or negative interest 
rates? 
Despite low or negative yields, bonds still play a 

fundamental and important role in a portfolio as 
a diversifier, balancing the volatility of equities 
and other growth assets to reduce the variability 
of portfolio returns. That is evident in the strong 
appetite for government-denominated 
bonds/debt that we have seen this year - 
investors clearly still value the safe harbour of 

owning government debt. 
Another perspective is that given rate cuts are 
intended to encourage investors to buy riskier 

assets, strong demand for government-
denominated debt shows that investors are 
valuing security over return in this environment. 

An Australian investor investing in international 
bonds should also consider the currency risk. 
The risk is another source of portfolio volatility 
and, as a result, it may have a significant impact 
on the overall bond portfolio investment return. 
Currency-hedged bond solutions can be an 
optimal way of reducing currency risk where 

desired. 

At a time when investors may be concerned 

about equities being overvalued, the prospect of 
near zero returns is a lot more appealing than a 
significant equity downturn of minus 10 per 

cent, minus 20 per cent or even higher. 
However, an investor who is deciding on the 
allocation of assets should pay close attention to 
the investing time horizon. When markets look 

out of balance and you are rebalancing a 
portfolio, it is a big advantage to be able to take 
the long view. If you can do that, the short-term 
defensiveness of bonds can still play a 
meaningful role when compared with the long-
term growth prospects of equities. 

In that context, for investors looking to 
rebalance in a period of low to negative interest 
rates, the right question may not be "should I 
have exposure to bonds?" but rather "can I 
afford not to?" 
Robin Bowerman is head of market strategy at 
Vanguard Australia. 
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