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ASIA 
 

Bahrain 

Bahrain reaffirms dollar peg, says 

economy robust after S&P cut  

02-Dec-2017  

Dec 2 (Reuters) - S&P Global Ratings lowered 

Bahrain's long-term foreign and local currency 
sovereign credit ratings to 'B+' from 'BB-' on 
Friday, prompting Bahrain's central bank to 
reaffirm the country's currency peg to the U.S. 
dollar.  

S&P Global Ratings said the rating cut was due 
to weak external liquidity and increasing 
financial risk due to more limited access to 

international capital markets. 
The Central Bank of Bahrain said in a statement 
received on Saturday that the kingdom "remains 
committed to maintaining a fixed rate regime 
with the U.S. dollar" for its dinar currency, 

adding that the IMF has endorsed this policy. 
"Despite the current low oil price, the economy 
continues to grow with low inflation reflecting 
the Government’s ongoing initiatives to foster 

sound fiscal and economic policies," the 
statement said.  

"Notwithstanding the rating agency’s action, the 
economic situation in Bahrain remains robust 
supported by a strong banking system," it 
added. 
S&P said its outlook on Bahrain was stable, 
reflecting an expectation of financial support 
from neighbouring sovereigns, despite the 
risk of the central bank not meeting a surge in 

foreign currency demand or tempering the 
effects of a worsening of investor sentiment, 
S&P said. 

In November, Fitch Ratings revised Bahrain's 
outlook to 'negative' from 'stable'. 

The government has yet to identify a clear 
medium-term strategy to combat high deficits 
and rising government debt ratio, Fitch said last 

month. 
In September, Moody's had assessed that Qatar 
and Bahrain were "most exposed" to the 
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diplomatic row in the Middle East which was 

credit negative for all Gulf Cooperation Council 

(GCC) states after GCC members launched an 
economic boycott of Qatar in June. 
Last month, some of Bahrain's dollar-
denominated bonds fell to their lowest levels 
since January following Saudi Arabia's anti-graft 
purge and government turmoil in Lebanon. 

 
(Reporting by Kanishka Singh; Editing by Kevin 
Liffey/Sandra Maler/Alexander Smith) 
(( Kanishka.Singh@thomsonreuters.com ; +91 80 
6749 0021; )) 
 
 

China 

China should maintain budget deficit 

ratio around 3 pct   

02-Dec-2017  
SHANGHAI, Dec 2 (Reuters) - China should try 

to maintain a budget deficit ratio of around 3 
percent in 2018, the State Information Center 

said in an article published in the state-owned 
China Securities Journal on Saturday. 

The State Information Center is an official think 
tank affiliated with the National Development 
and Reform Commission, China's top economic 
planning agency. 
China has maintained a budget deficit target of 3 
percent of gross domestic product in 2017, 

unchanged from the previous year. 
The think tank also proposed a target of 12 
percent growth in total social financing in 2018, 
with monetary policy loose enough to meet the 
requirements of the real economy, but tight 
enough to curb excessive growth of financial 
risk. 
The think tank said it recommended that 
China's GDP target be set around 6.5 percent. 
Reuters earlier cited policy sources who said 
China would maintain a 6.5-percent target as 
policymakers balance the need for steady 
growth with attempts to address the country's 
debt burden. 

China's economy grew 6.8 percent in the third 

quarter from a year earlier, placing the country 

on a path to exceed the government's target of 
around 6.5 percent growth for this year.  
 
(Reporting by Andrew Galbraith; Editing by Eric Meijer) 
(( Andrew.Galbraith@tr.com ; +86 21 6104 1779; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/apgalbraith )) 
 
 

China's growth objectives clash with 

financial stability goal  

07-Dec-2017  

BEIJING, Dec 7 (Reuters) - China should 

prioritise financial stability above 
development goals, as pursuit of regional 
growth targets and helping firms avoid heavy 

job losses had led to a surge in debt, 
particularly at local government level, the 

International Monetary Fund said.  
Noting a lack of coordination and inadequate 

systemic risk analysis, in a report released on 

Wednesday, the IMF also recommended the 
formation of a financial stability sub-committee 
comprising the central bank and three financial 
regulatory agencies.  
Expansionary monetary and fiscal policies aimed 

at propping up employment and growth had led 
to a surge in debt among weak corporates and 
local government entities looking to prevent 
businesses from failing and their economies from 
floundering, the IMF said.  
"The apparent primary goals of preventing large 
falls in local jobs and reaching regional growth 

targets have conflicted with other policy 
objectives such as financial stability," the IMF 

said. 
"Regulators should reinforce the primacy of 
financial stability over development 
objectives," the fund said. 

China's credit-to-gross domestic product (GDP) 
ratio is now very high by global standards and 

consistent with a high probability of financial 
distress, the IMF said, citing an estimate from 
the Bank for International Settlements.  
While China has been taking steps to address its 
debt risks, reining in excessive credit growth will 
require a de-emphasis on high GDP projections 
in national plans that have spurred local 

governments to set high growth targets, the 
fund said.  

But the near-term prioritisation of social stability 
seems to depend on credit growth to sustain 
financing to firms even when they are non-
viable, it said.  

Sources have told Reuters that China is likely to 
keep this year's GDP growth target of "around 
6.5 percent" in 2018 even as Beijing steps up a 
campaign, now in its second year, to control 
systemic financial risks. 
The IMF said the sub-committee it has 
recommended should report to Beijing's new 
Financial Stability and Development 

Committee. 

Chinese banks, while meeting Basel 
requirements, should gradually increase their 

capital to create buffers to absorb potential 
losses that can be expected during China's 
economic transition as credit is tightened and 
implicit guarantees are removed, the IMF said.  

There are widespread perceptions of implicit 
guarantees, the fund said, with banks often 
compensating retail investors for losses and 
lenders assuming that loss-making state-owned 
enterprises or financial intermediaries will be 
bailed out.  
Banks also need to hold more liquid assets, the 

fund said.  
The IMF's assessment was based on findings 
by a mission that visited China several times 
this year, as well as earlier visits in 2015 and 

2016. The mission met with senior Chinese 
leaders and officials from regulatory and 
government bodies including the central bank.  
The IMF report is part of the fund's Financial 

Sector Assessment Program, established in 

mailto:Andrew.Galbraith@tr.com
rm://andrew.galbraith.thomsonreuters.com@reuters.net/
https://twitter.com/apgalbraith
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1999, that assesses the resilience of a country's 

financial sector to shocks and contagion. The 

first such assessment for China was published in 
2011.  
 
(Reporting by Ryan Woo; Editing by Simon Cameron-
moore) 
(( Ryan.Woo@thomsonreuters.com ; +86-10-6627-
1214; Reuters Messaging: 
ryan.woo.reuters.com@reuters.net )) 
 
 

China Nov FX reserves rise to $3.119 

trillion, slightly less than forecast  

07-Dec-2017  
BEIJING, Dec 7 (Reuters) - China's foreign 

exchange reserves rose for a 10th straight 
month in November, though slightly less than 

market expectations, as tight regulations and 
a strong yuan continued to discourage capital 
outflows. 

Reserves rose $10 billion in November to $3.119 
trillion, compared with an increase of $700 
million in October, central bank data showed on 
Thursday.  
Economists polled by Reuters had expected 

reserves to rise by $11 billion to $3.120 trillion.  
It was the first time that China's reserves have 
climbed for 10 months in a row since June 2014, 
and brought its stockpile -- the world's largest -- 
to the highest since October last year. 
Capital flight had been seen as a major risk for 
China at the start of the year, but a 

combination of tighter capital controls and a 
faltering dollar helped the yuan stage a strong 
turnaround, bolstering confidence in the 

economy. 
The yuan has gained about 5 percent against the 
U.S. dollar so far this year. 
Beijing spent nearly $320 billion of reserves 
bolstering its economy against outflows last year 

and the yuan still fell about 6.5 percent against 
the surging dollar, its biggest annual drop since 
1994. 
China has tightened rules on moving capital 
outside the country since late 2016 and has 
blocked some Chinese firms' overseas 

investment deals as it sought to support the 

yuan and stem the slide in its forex reserves. 
The value of gold reserves rose to $75.833 
billion at the end of November, from $75.238 
billion at the end of October, data on the PBOC 
website also showed. 
 
(Reporting by Beijing Monitoring Desk; Editing by 
Jacqueline Wong) 
(( yifan.qiu@thomsonreuters.com )) 
 
 

India 

India Sovereign Bonds Fall Ahead Of 

Monetary Policy Decision  

06-Dec-2017  
By Mrigank Dhaniwala 
NewsRise 

MUMBAI (Dec 06) -- Indian government bonds 

fell in the afternoon session, as investors bet 
that the nation’s Monetary Policy Committee 
would hold interest rates steady at the 
conclusion of its review later in the day. 

The benchmark 6.79% bond maturing in 2027 
changed hands at 98.05 rupees, yielding 7.08%, 
at 1:12 p.m. in Mumbai, against 98.16 rupees at 
the previous close.  

“The MPC statement will be closely parsed for 
cues on future moves,” a trader with a private 
bank said. “The commentary will be key for the 
direction bonds take in the weeks ahead.” 
The MPC’s decision is due at 2:30 p.m. The rate-
setting panel, which had kept rates on hold at its 
October meeting while warning of inflation risks, 

will likely keep its policy stance unchanged at 

neutral, according to traders.  
The MPC could have been more flexible on 
interest rates in the past but won’t cut rates 
now, H.R. Khan, a former deputy governor at 
the central bank said yesterday. Khan further 
added that the MPC is firmly committed to 

inflation targeting. 
The six-member panel is mandated to keep 
inflation at 4%, with a two-percentage-point 
swing on either side.  

India’s retail inflation - the central bank’s key 
price gauge - edged up 3.58% in October from a 
year earlier, the fastest pace of growth since 
March, as food and fuel prices increased at a 

faster pace. The data for November is due later 

this month. 
The benchmark Brent crude oil contract was last 
trading at $62.66 per barrel against $62.86 in 
the previous session. India imports 80% of its 
crude oil requirements. 

 
- By Mrigank Dhaniwala; 
mrigank.dhaniwala@newsrise.org; +91-22-61353306 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Indian bonds gain on RBI's more 

balanced tone on inflation, liquidity  

06-Dec-2017  
By Suvashree Choudhury 
MUMBAI, Dec 6 (Reuters) - India's benchmark 

10-year bonds gained on Wednesday after the 
central bank stuck to a more balanced tone on 
inflation and market liquidity, in a relief to 
investors who had braced for more hawkish 
comments. 

The Reserve Bank of India kept its policy rate 
steady at 6.00 percent as widely expected, but 
slightly softened its language on inflation by 
saying risks were "evenly balanced." 
Bond investors were further relieved after RBI 
Deputy Governor Viral Acharya said he expected 

"slightly surplus" liquidity by March, reducing 

some of their concerns that the central bank 
would continue with aggressive open market 
debt sales to drain out cash from the financial 
system. 

mailto:Ryan.Woo@thomsonreuters.com
rm://ryan.woo.reuters.com@reuters.net/
mailto:yifan.qiu@thomsonreuters.com
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"Market is relieved that the RBI did not raise its 

anti-inflation rhetoric," said Anindya Das Gupta, 

managing director and head of trading at 
Barclays India. 
"Market was fearful of a slightly more hawkish 
tone," he added. "So in a sense there is no fresh 
bad news which is a bit of a relief." 
The benchmark 10-year bond yield ended at 

7.03 percent, compared with around 7.07 
percent right before the RBI decision came in. 
The yield had closed at 7.06 percent on 
Tuesday.  
Meanwhile, the broader NSE index dropped 0.7 
percent and the rupee  weakened to 64.51 to 

the dollar from 64.38 on Tuesday.  
The positive end in bond markets comes after 
a recent sell-off sent the 10-year bond yield 
up by more than 60 bps since the RBI last cut 
the repo rate by 25 bps in early August. 

Bond markets have pummelled as an 
acceleration in inflation has sharply reduced the 
prospect of rate cuts, while worries mount that 
the government would borrow more from debt 

markets as it struggles to meet its annual fiscal 
deficit target. 
The RBI also contributed to the sell-off by selling 
900 billion rupees ($13.95 billion) via open 
market operations since July to drain out excess 
cash accumulated after India's shock move to 
ban higher-value bills late last year as well as 

the central bank's foreign exchange market 
interventions.  

 
($1 = 64.5200 Indian rupees) 
(Editing by Subhranshu Sahu) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n
et )) 
 
 

India Bonds Seen Lower Ahead Of 

Weekly Debt Supply  

08-Dec-2017  
By Dharam Dhutia 
NewsRise 

MUMBAI (Dec 08) -- Indian government bonds 

are likely to fall in early trade as the market 
prepares for of a fresh supply of notes later 
today. 

The yield on the benchmark 6.79% bond 
maturing in 2027 is likely to trade in a 7.01%-
7.06% band, a trader with a primary dealership 
said. The note closed at 98.35 rupees, yielding 

7.03%, yesterday. The benchmark yield had 
fallen by five basis points in the last two 
sessions. 
“We may see some negativity in bonds today 
due to the fresh supply, but mostly bonds would 
be rangebound,” said the dealer. “We also have 
the U.S. data today, so any large movement on 

either side can be ruled out.”  
India is scheduled to sell five bonds worth 150 
billion rupees later in the day. The auction 
includes 80 billion rupees of the 6.68% 2031 
note. 
Earlier this week, the Monetary Policy 

Committee held interest rates steady as 

expected and maintained a neutral stance, but 

highlighted inflation risks and also revised its 
inflation projection upwards. The six-member 
panel now expects headline retail inflation in 
4.3%-4.7% in October-March, from 4.2%-4.6% 
forecast earlier. The law mandates the central 
bank to keep inflation at 4% with a band of 2 

percentage points on either side. 
Retail inflation rose to a seven-month high of 
3.58% in October. Meanwhile, India’s gross 
domestic product growth picked up to 6.3% 
on year in July-September from a three-year 
low of 5.7% in April-June. The inflation data 
for November is due next week. 

Meanwhile, longer dated U.S. Treasury yields 
increased amid rise in risk appetite ahead of 

November non-farm payrolls data that would be 
released post market hours today.  
Crude oil prices also rose 1.6% yesterday amid 
threats of a strike by one of the two main oil 
unions of Nigeria from Dec. 18.  
KEY FACTORS:  
*U.S. Treasury prices were lower, with 

benchmark yield at 2.37% 
*Benchmark Brent crude oil contract was at 
$62.12 per barrel against $62.20 in the previous 
session 
*RBI to auction government bonds worth 
INR150 billion 

*RBI likely to release forex data 
*RBI to conduct 14-day term repo auction for 

INR215 billion 
*RBI to conduct 7-day and 14-day variable rate 
reverse repo auctions worth INR200 billion 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 

- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

India bonds slump to 15-month low as 

auction cut-offs disappoint  

08-Dec-2017  

By Suvashree Choudhury 
MUMBAI, Dec 8 (Reuters) - Indian bonds 

slumped to a 15-month low on Friday after 
the Reserve Bank of India set higher-than-
expected cut-off yields at the weekly debt 
auction, which traders saw as a sign the 
central bank was getting more comfortable 
with higher yields. 

The 10-year benchmark government bond yield 

rose to 7.09 percent from the previous session's 
close at 7.05 percent. It had risen to 7.11 
percent, highest since Sept. 2, 2016, earlier in 
the day. 
The spike in yield came after the RBI set a cut-
off of 7.41 percent for the 6.57 percent 2033 

bond, higher than the 7.32 percent expected in 

a Reuters poll. Meanwhile, the 7.40 percent 
2035 paper's cut-off was set at 7.49 percent 
compared with an expected 7.42 percent. 
A total of 150 billion rupees ($2.33 billion) in 
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bonds were auctioned on Friday by the RBI, 

which manages debt on behalf of the 

government. 
The central bank's actions on Friday could 
raise more uncertainty about its intentions 
regarding bond yields after it last month 
cancelled an open market sale of debt, a move 
some traders said was a signal that the RBI 
felt yields had risen too much.  

However, dealers said the RBI needs to tread 

with caution regarding bond yields. 
A senior dealer at a primary dealership said the 
cut-offs indicated higher yields could be 
appropriate given "the negatives going ahead 
such as higher inflation, better growth, potential 
fiscal slippage." 
But the RBI is also not keen to see yields spike 

too much, considering the government debt held 
by state-run banks, which would suffer steep 
mark-to-market losses, making a planned 
reform plan for the sector much more difficult to 
implement.  
"It (the RBI) doesn't want the public sector 
banks to be cornered further as the central bank 

is an equal partner with the government in 
helping with the bank recapitalisation 
programme," said the dealer. 
The benchmark 10-year bond yield has surged 
more than 60 basis points since the start of July, 
with the bond prices heading for their first yearly 

loss in four. 
A likely absence of Life Insurance Corp, India's 

biggest institutional investor, from the auction 
on Friday and muted bidding from state-run 
banks for the long-end papers also contributed 
to the spike in yields, a few traders said.  
 
($1 = 64.4550 Indian rupees) 
(Reporting by Suvashree Dey Choudhury; Editing by 
Amrutha Gayathri) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n
et )) 
 
 

Indonesia 

Indonesian govt sells $4 bln global 

bonds to finance 2018 budget  

05-Dec-2017  
JAKARTA, Dec 5 (Reuters) - Indonesian 

goverment raised $4 billion through bond 
sales on global markets overnight to finance 
the 2018 budget, Finance Ministry said in a 
statement on Tuesday, adding that the timing 

of the sale was aimed at beating a potential 
U.S. interest rate hike. 

The bonds were five-, ten-, and thirty-year 
maturities and carried annual coupon rates of 
2.95 percent, 3.50 percent and 4.35 percent 

respectively, the statement said. 
Thirty-year bonds accounted for nearly half of 

the total issuance.  
The size of the order book was not divulged by 
the statement, which simply gave the number of 

investors, most of whom were U.S-based. 
The statement said the government took 
advantage of a narrow window to ensure fund 
availability as early as possible for next year's 
spending.  

"By carrying out the transaction in the first week 
of December, the government took advantage of 
strategic momentum before the potential 
interest rate increase by the Fed," Finance 

Ministry's office of budget financing and risk 
management office said in the statement. 
The yields of 3 percent for the 5-year bond, 
3.55 percent for the 10-year and 4.40 percent 
for the 30-year bonds are the best the 
government ever achieved for those tenures, 
it added.  

The U.S. Federal Reserve is widely expected to 
increase its policy rate this month, which could 

increase borrowing costs for the Indonesian 
government.  
Indonesian government aims to issue a net of 
414.5 trillion rupiah ($30.67 billion) in debt next 
year, some of which will be issued in foreign 
currencies. 
Rating agency Standard & Poor's upgraded 

Indonesia's sovereign rating to investment grade 
in May. Two major rivals had already rated 
Indonesian debt at investment grade. 
 
($1 = 13,513 rupiah) 
(Reporting by Fransiska Nangoy; Editing by Simon 
Cameron-Moore) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Fitch Rates Indonesia's USD Bonds 

'BBB-(EXP)'  

04-Dec-2017  
HONG KONG, December 03 (Fitch) Fitch Ratings 

has assigned Indonesia's forthcoming US 

dollar-denominated bonds an expected rating 
of 'BBB-(EXP)'. 

KEY RATING DRIVERS 
The expected rating is in line with Indonesia's 
Long-Term Foreign-Currency Issuer Default 

Rating (IDR) of 'BBB-' with a Positive Outlook. 
RATING SENSITIVITIES 
The rating would be sensitive to any changes in 

Indonesia's Long-Term Foreign-Currency IDR. 
Fitch affirmed Indonesia's Long-Term Foreign-
Currency IDR at 'BBB-' with a Positive Outlook in 
July 2017. The Long-Term Local-Currency IDR is 
also 'BBB-' with a Positive Outlook. 
 
Media Relations: Wai-Lun Wan, Hong Kong, Tel: +852 
2263 9935, Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Bank Indonesia - Official Reserve 

Assets Amounted to USD125.97 Billion  

08-Dec-2017  
Indonesia's official reserve assets position 
stood at USD125.97 billion as of end-
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November 2017, lower than the end of 

October 2017 level at USD126.55 billion. The 

reserve asset position at the end of November 

2017 adequately covered 8.4 months of imports 
or 8.1 months of imports and servicing of 
government external debt repayments, well 
above the international standards of reserves 
adequacy at 3 months of imports. Bank 

Indonesia considers the position of official 
reserve assets is able to support the external 
sector resilience and maintain the sustainability 
of Indonesian economic growth.  
The decline in the reserve assets in November 
2017 was mainly due to the use of foreign 
exchange to repay government external debt 
and stabilize rupiah in accordance with its 

fundamental. In addition, the decline was also 

attributable to lower banks' foreign currency 
term deposits to Bank Indonesia in line with the 
residents' necessity to repay their foreign 
currency liabilities. Bank Indonesia will continue 
to maintain reserve adequacy to support 
preserved macroeconomic and financial system 

stability. It is supported by a remained positive 
domestic economic conditions, improved export 
performance, and conducive global financial 
market development.  
 
Original document http://www.bi.go.id/en/ruang-
media/siaran-pers/Pages/sp_199417.aspx  
Public permalink 
http://www.publicnow.com/view/07EC40DC94A9E91C
D2B38B396170FCEBDD950F9E  
(C) Copyright 2017 - Bank Indonesia 
 
 

Iraq 

Fitch Affirms Iraq At 'B-' Outlook 

Stable  

06-Dec-2017  
Dec 6 (Reuters) -  
Fitch affirms Iraq at 'B-'; Outlook Stable. 
Fitch says affirmed Iraq’s Long-Term Foreign-
Currency issuer Default Rating at 'B-' with a 
stable outlook. 

Fitch, on Iraq, says expect oil production and 
exports to pleteau in 2018, assuming similar 

amounts are budgeted by Government for IOC 
payments.  
Fitch says Iraq’s implementation of its there-
Year stand-by arrangement with IMF 
hasbeenmixed and slower than planed. 
 
(( bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Malaysia 

Moody's Affirms Malaysia's A3 Rating, 

Stable Outlook  

07-Dec-2017  
Dec 7 (Reuters) - Moody's  
Moody’s affirm Malaysia's A3 Rating; Stable 
Outlook. 

Moody’s says affirmed the Government of 

Malaysia's Local & Foreign Currency issuer and 

Senior unsecured Bond Ratings at A3. 
Moody’s says also affirmed the A3 Senior 
unsecured Ratings to the U.S. Dollar Trust 
Certificates issued by Malaysia Sovereign Sukuk 
Berhad. 
Moody’s says Malaysia’s Stable Outlook Balances 

Long-Standing Credit constraints against 
inherent Credit strengths. 
Moody’s says also affirmed the A3 Senior 
unsecured Ratings to the U.S. Dollar Trust 
Certificates issued by Malaysia Sukuk Global 
Berhad. 

Moody’s on Malaysia says material domestic 
imbalances continue to pose a risk to growth 
and the financial system. 

Moody’s says in absence of reform, expect 
Government’s commitment to fiscal 
consolidation to result in limited improvement on 
Malaysia’s public indebtednes. 

 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Mongolia 

Mongolia's president vetoes 2018 

budget  

05-Dec-2017  

ULAANBAATAR, Dec 5 (Reuters) - Mongolia's 

president on Tuesday vetoed the 2018 budget 
passed by parliament in November, saying the 
planned deficit would violate the terms of an 
International Monetary Fund (IMF) bailout 

agreement. 

Mongolia and the IMF agreed to a $5.5 billion 
bailout in May to stabilise its floundering 
economy and its currency, the tugrik, which 
went into freefall last year.  
In return, Mongolia agreed to end expansionary 
monetary policies, introduce austerity measures, 

raise some taxes and reduce welfare spending. 
But parliament, known as the State Ikh Khural, 
did not meet the terms agreed with the IMF 

after failing to narrow the deficit in next year's 
budget, President Khaltmaa Battulga said in a 
notice published on his official website.  
The president said the 2018 budget deficit 

would amount to 2.5 trillion tugrik ($1.03 
billion) or 9.5 per cent of gross domestic 
product, with planned expenditure at 7.7 
trillion tugrik.  
He said both expenditure and the deficit for 
2017 and 2018 have continued to rise at the 
same rate as in previous years. 

"The State Ikh Khural made a number of 
decisions to shift the burden onto citizens," the 
president said in the statement, adding that the 

budget violated Mongolia's constitution. 

In Mongolia's parliamentary system, the 
legislature can vote to overturn the president's 
veto with a two-thirds majority.  
Battulga, who was elected in July, belongs to the 
opposition Democratic Party, while the 

Mongolian People’s Party controls 65 of the 76 
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seats of the State Ikh Khural. 

Battulga also criticised "inefficient investment 

projects" and plans for the construction of state-
owned buildings while citizens were forced to 
pay higher taxes.  
A new progressive income tax will be levied at 
between 10 and 25 percent starting from Jan. 1, 
compared with a flat rate of 10 percent now. 

Last week, Finance Minister Chimed 
Khurelbaatar told Reuters he expected the pace 
of economic growth to rise, aided by more 
foreign investment and a recovery in commodity 
prices. He projected 4.2 percent growth in 2018, 
compared with 1 percent last year. 

The Finance Ministry did not immediately 
respond to a request for comment on Tuesday. 
 
($1 = 2,436 tugrik) 
(Reporting by Terrence Edwards; Editing by David 
Stanway, Robert Birsel) 
(( terrence.edwards@thomsonreuters.com )) 
 
 

Philippines 

Philippines raises $5 bln from retail 

treasury bonds  

04-Dec-2017  
MANILA, Dec 4 (Reuters) - The Philippine 

government has raised 255.4 billion pesos 
($5.05 billion) from its latest retail treasury 
bond (RTB) issue, which the Bureau of 
Treasury said was more than eight times its 
initial offer. 

The bureau raised an additional 125.4 billion 
pesos during the Nov. 20-27 public offer period. 
Initially, they sold 130 billion pesos worth of the 
five-year paper at an auction on Nov. 20. 

"The overwhelmingly positive response from the 
public shows that an increasing number of 
Filipinos are saving and investing, as well as 
considering the long-term benefits of 
investments for themselves and their loved 
ones," National Treasurer Rosalia de Leon said in 
a statement. 
Proceeds from the RTB issue will augment 
funds, which the government plans to raise 
from the offshore market, such as a planned 
offering of $200 million worth of yuan-
denominated panda bonds and as much as $1 
billion worth of dollar-denominated global 
bonds. 

State-run Development Bank of the Philippines 
and Land Bank of the Philippines acted as joint 

lead issue managers for the government's 20th 
RTB offering. 
BDO Capital & Investment Corp, BPI Capital 
Corp, China Bank Capital Corp, First Metro 
Investment Corp, and SB Capital Investment 
Corp were joint issue managers. 
Last week, Finance Secretary Carlos Dominguez 

said the panda bond offering has been 
rescheduled for the first quarter of 2018, from 
the initial plan to launch it around October or 
November this year. 
The government is also looking to sell global 

bonds early next year. 

Philippine President Rodrigo Duterte is seeking 

funds for his ambitious "Build, Build, Build" 
infrastructure development programme, which 
accounts for a huge part of next year's 3.77 
trillion peso budget of the government.  
 
(Reporting by Enrico dela Cruz; Editing by Sherry 
Jacob-Phillips) 

(( enrico.delacruz@tr.com ; +632 841-8934; Reuters 
Messaging: 
enrico.delacruz.thomsonreuters.com@reuters.net )) 
 
 

Qatar 

Qatar sovereign can easily sell $9 bln 

of bonds in 2018  

05-Dec-2017  
DOHA, Dec 5 (Reuters) - Qatar's government 

will comfortably be able to raise $9 billion 
through international bond issuance next 
year, Yousef al-Jaida, chief executive of the 
Qatar Financial Centre (QFC), said on 
Tuesday. 

Speaking at an international business 
conference, Jaida said the cost of Qatari bond 
issues might rise next year but that would 
depend on where the bonds were sold. He noted 
that Asian funds were showing increasing 
interest in Qatari debt. 

The QFC, with its own legal, regulatory, tax and 

business infrastructure, licenses foreign 
companies to exempt them from the Gulf state's 
local ownership laws.  
 
(Reporting by Hadeel Al Sayegh; Writing by Andrew 
Torchia) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

Sri Lanka 

IMF urges Sri Lanka to maintain 

tightening policy bias until inflation 

ebbs   

08-Dec-2017  
COLOMBO, Dec 8 (Reuters) - The International 

Monetary Fund (IMF) has urged Sri Lanka to 
maintain a tightening bias on monetary policy 
until clear signs emerge that inflationary 
pressures and credit growth are moderating. 

The IMF also advised the island nation's 

government to push through more structural 
reforms to improve its fiscal health, after 
approving the disbursement of a $251.4 million 
tranche under a three-year $1.5 billion loan. 
"Inflation and credit growth remain on the 
high side. Maintaining a tightening bias for 
monetary policy is recommended until clear 
signs emerge that inflation pressures and 

credit expansion have subsided," Mitsuhiro 

Furusawa, acting chair and deputy managing 
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director of the IMF said in a statement.  

"Sri Lanka’s high debt burden, large gross 

financing needs, and weak financial performance 
of state-owned enterprises increases the 
importance of further fiscal consolidation." 
He said timely progress in structural reforms, 
including tax administration and energy pricing, 
will support fiscal consolidation.  

The global lender also said it is important to 
further accumulate foreign exchange reserves 
and enhance exchange rate flexibility to reduce 
Sri Lanka’s external vulnerability along with 
efforts to deepen the forex market. 
Sri Lanka has broadly achieved fiscal targets 
and most conditions agreed with the IMF for 

the loan. But tighter monetary and fiscal 
policies are already weighing on the $81 
billion economy's growth.  

However, central bank Governor Indrajit 
Coomaraswamy told Reuters last week that he 
does not see a need for another interest rate 
hike as core inflation is easing.  
The annual headline inflation rate was 7.6 

percent last month, slowing slightly from the 
previous month's record high of 7.8 percent. But 
core inflation, which excludes fresh food, 
energy, transport, rice and coconuts, was at 5.2 
percent in November, easing from the previous 
month's 5.8 percent. 
Since December 2015 the central bank has 

raised its key policy rates by 125 basis points 
(bps). Separately, the Statutory Reserve Ratio 

was increased 150 bps.  
Those measures, as well as a tightening of fiscal 
policy, have dragged on activity. The central 
bank last month lowered its 2017 economic 
growth forecast to between 4 percent and 4.5 

percent, from the earlier target of 4.5 percent. 
The central bank has had to balance the need to 
temper price pressures while supporting an 
economy hit by extreme weather. The country 
was hit by the most severe drought in 40 years 
in the first quarter and the worst flooding in 14 

years in May. 
Sri Lanka is also facing a debt crisis with the 
repayment cycle of expensive infrastructure 
foreign loans starting next year. It has to 
repay over $5 billion in the next 12 months 
while the country has just over $7 billion in 
foreign exchange reserves, 

 
(Reporting by Shihar Aneez; Editing by Kim Coghill) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
 

EUROPE 

 

Albania 

Albania to sell 3 bln leks (22.3 mln 

euro) of 2-yr T-notes  

08-Dec-2017  

TIRANA (Albania), December 8 (SeeNews) – 
Albania will offer 3 billion leks ($26,4 
million/22.3 million euro) of two-year fixed-
rate Treasury notes at an auction on 
December 18, the country's central bank has 
said. 
The government securities will mature on 
December 20, 2019, according to an auction 
notice posted on the website of Bank of Albania. 
At the last auction of two-year T-notes held on 

November 23, Albania raised 2.75 billion leks, 
below the 4.5 billion leks target. The coupon 
rate rose to 3.23% from 2.99% in the previous 
auction of of two-year government securities 
held in October. 
 
(1 euro = 132.723 leks) 

Copyright 2017 SeeNews. All rights reserved. 
 
 

Belarus 

Belarus mulls US$500m Eurobond in 

2018  

08-Dec-2017  
LONDON, Dec 8 (IFR) - Belarus is considering 

placing around US$500m in Eurobonds on the 
Russian and Asian markets in 2018, Finance 
Minister Vladimir Amarin told reporters on 
Friday. 

Amarin also said Belarus saw no problems 

arising from paying down Eurobonds worth 
US$800m in January 2018 with the country's 
foreign currency reserves. 
Belarus issued US$1.4bn of debt in June in its 
first deal in six years, despite US sanctions 
against its president. 
The sovereign (Caa1/B-/B-) sold a US$800m 

due February 2023 note at a yield of 7.125%, 
and a US$600m due June 2027 bond at 7.625%. 
The total books were over US$3.1bn. 
Both notes have appreciated in price since 
launch. The 2023s are bid at 106.07 to yield 
5.52% according to Tradeweb, and the 2027s 
are trading at 110.10 to yield 6.20%. 

 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
C Belarus  
©Thomson Reuters 2017. All rights reserved. 
 
 

Bosnia 

Bosnia's Serb Republic raises 5.2 mln 

euro at 7-yr T-bond auction  

06-Dec-2017  
BANJA LUKA (Bosnia and Herzegovina), 
December 6 (SeeNews) – Bosnia’s Serb 

Republic raised 10.2 million marka ($6.2 
million/5.2 million euro) at an auction of a 
seven-year Treasury bonds on the Banja Luka 
Stock Exchange on Wednesday, slightly above 
target, the finance ministry said. 

The government paper was sold at 101.52% of 
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par, as the weighted average yield fell to 3.50%, 

down from 4.01% achieved at the last auction of 

seven-year bonds held in December last year, 
the ministry said in a filing with the Banja Luka 
bourse. 
Bids totalled 21.1 million marka versus 10 
million marka on offer. 
 The Serb Republic is one of two autonomous 

entities forming Bosnia. The other one is the 
Federation of Bosnia and Herzegovina. 
 
(1 euro=1.95583 marka) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bulgaria 

S&P Raises Bulgaria’s Sovereign Credit 

Rating To BBB- From BB+; Lowers 

Outlook To Stable  

02-Dec-2017  
Dec 1 (Reuters) - S&P Global Ratings: 
S&P raises Bulgaria’s Sovereign Credit Rating 
to BBB- from BB+; Lowers Outlook to stable 
from positive. 

S&P - stable Outlook on Bulgaria balances 
improving growth prospects, track record of 
conservative fiscal policy against potential re-

emergence of political  instability. 
S&P- Rating upgrade reflects Bulgaria's  
improving external metrics, underpinned by a 

multiyear expansion of exports, amid rise in 
domestic savings. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 

 
 

Bulgaria sells 41 mln euro of 7.5-yr T-

notes  

05-Dec-2017  

SOFIA (Bulgaria), December 5 (SeeNews) - 
Bulgaria's finance ministry said it has raised 
80 million levs ($48.4 million/41 million euro) 
by reopening an issue of seven and a half-
year fixed-rate Treasury notes at an auction 
on Monday. 

The average weighted yield was 0.36%, the 
ministry said in a statement. 
The issue carrying a coupon of 0.80% was 

oversubscribed. Coupon payments are due semi-
annually with the last one due at maturity 
together with the principal. 
The government securities will mature on March 
27, 2025. 
 
 (1 euro = 1.95583 levs) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Croatia 

Croatia's economy in dire need of 

reformist push  

08-Dec-2017  

By Igor Ilic 

ZAGREB, Dec 8 (Reuters) - Croatia must press 

on with reforms to change the structure of its 
economy and avoid the risk of low growth and 
lagging behind other new European Union 
member states, a World Bank official said on 
Friday. 

Elisabetta Capannelli, the World Bank country 
manager for Croatia, also welcomed Croatia's 
ambition to adopt the euro, but warned that the 

way ahead would be demanding. 
"Croatia is a heavily euroised country and being 
part of the euro zone would be beneficial, but 
not before the country's economy becomes 
resilient by implementing the bold reforms," 
Capannelli told Reuters. 
Croatia's Prime Minister Andrej Plenkovic 

announced in late October the goal of 
adopting the euro within 7-8 years in a 
country where a majority of loans and 
deposits are denominated in the single 
currency. 

Capannelli said Croatia's reformist drive had 
subsided since the country joined the EU in 
2013.  
"The momentum has pretty much been lost. 

Croatia is heavily reliant on tourism and has a 
very large and inefficient public sector. The 
private sector is small and insufficiently 
dynamic. Reforms are also needed for better 
growth prospects," she said. 
The World Bank is a key international player 
in Croatia providing assistance to make the 

economy more robust. 

On a visit to southern Croatia on Friday, 
Plenkovic acknowledged it was necessary to 
work more on boosting productivity and 
structural reforms. "It is important to make a 
major move forward in 2018," he said. 
Croatia's economy is seen growing around 3 

percent this year, which is below most of its EU 
peers in central and eastern Europe. Many 
analysts warn that the country's longer-term 
growth prospects hardly surpass 2 percent, a 
figure too low to efficiently deal with its debt 
problem. 
Croatia's public debt is slightly above 80 
percent of gross domestic product and the 

government wants to reduce it to below 70 
percent by 2020. 

"The private sector is still burdened by high 
taxes and various parafiscal charges. There is 
much uncertainty in the way the judicial system 
works, labour productivity is rather low, loss-
making health and pension systems must be 

tackled. Making changes at one step at the time 
is not enough," Capannelli said. 
She said the figures showed good fiscal 
performance in the last two years, but the 
efforts on the fiscal front were still lacking major 
action on the expenditure side. 
In the last two years Croatia managed to reduce 

the budget deficit to 0.6 percent of GDP from 
more than 5 percent, but largely on improved 
revenues. 
Capannelli welcomed the government's promise 
to make 2018 a year of dealing with economic 
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reforms seriously. 

"There is awareness among top policy-makers 

about what needs to be done. The question is 
who and when will get the ball rolling," she said. 
 
(Reporting by Igor Ilic; Editing by Alison Williams) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Czech Republic 

Czech lower house approves 2018 

central state budget in initial reading  

05-Dec-2017  

PRAGUE, Dec 5 (Reuters) - The lower house of 

the Czech parliament approved the 2018 state 
budget draft in the first out of three readings 
on Tuesday, setting the deficit target at 50 
billion crowns ($2.31 billion).  

The budget will now go to committees and then 
back to the full house for the final reading. 
The draft sees central state budget revenue of 

1.31 trillion crowns next year and net inflows of 
EU funding of 29.4 billion crowns. 
The budget, prepared by the outgoing centre-left 
government, won 116 votes against 32 in the 
200-seat lower house after factions from the 
outgoing cabinet backed it as well as deputies 
for the far-right SPD party.  

It won votes from the strongest ANO party led 

by Andrej Babis, which was in the previous 
cabinet and is now building a new minority one-
party administration following an election in 
October. 
While the central budget is planned with a 
deficit, the draft sees a surplus of the overall 
public sector finances - which also include 

regional budgets, the national healthcare 
system and other items - at 1.3 percent of 
gross domestic product, up from 1.1 percent 
seen in 2017. 

This year's central budget was planned with a 
deficit of 60 billion crowns but rapid economic 
growth may bring it close to balance. Last year, 
the central budget recorded the first surplus in 

two decades. 
 
($1 = 21.6890 Czech crowns) 
(Reporting by Robert Muller and Jan Lopatka) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
 
 

New Czech PM Babis: will try to 

approve budget in time, avoid EU suit 

over migration  

06-Dec-2017  
PRAGUE, Dec 6 (Reuters) - Czech Prime 

Minister Andrej Babis said on Wednesday he 
would try to speed up approval of the 2018 

state budget draft in parliament so the 
country avoids running on a provisional 
budget that would take effect in January. 

Speaking after his appointment, Babis also said 

he would try to convince the European 

Commission not to sue the country for refusing 

to accept migrants under an EU quota system 
the country objects to. 
The new cabinet will take power on Dec 13, and 
Babis will take part in an EU summit the 
following day. 
 
(Reporting by Jan Lopatka) 
(( jan.lopatka@thomsonreuters.com ; 
+420224190474; Reuters Messaging: 
jan.lopatka.thomsonreuters.com@reuters.net )) 
 
 

Georgia 

IMF approves $42.4 mln loan 

disbursement to Georgia  

07-Dec-2017  
TBILISI, Dec 7 (Reuters) - The International 

Monetary Fund said on Thursday it had 
approved $42.2 million tranche disbursement 
to ex-Soviet Georgia under the fund's three-
year $285 million loan programme. 

"The programme is on track with all end-June 
2017 performance criteria and structural 
benchmarks met," the fund said in a statement. 
"Georgia's economic performance has improved, 
but risks to the outlook remain." 
The former Soviet republic, through which 
pipelines carry Caspian oil and gas to Europe, is 

recovering from a decline in exports and a 
plunge in the currencies of its main trading 
partners, which have depressed economic 
growth in recent years. 
The situation started to improve this year and 
the economy expanded by 4.9 percent year-
on-year in the first 10 months of 2017, up 
from 2.5 percent in the same period of 2016. 

Economic growth accelerated thanks to higher 
exports and remittances from abroad. 
The IMF said in October that it now expected 
Georgia's economy to grow 4.3 percent this 
year, up from a previous forecast of 3.5 percent. 
 
(Reporting by Margarita Antidze; Editing by Alison 
Williams) 
(( margarita.antidze@thomsonreuters.com ; 

+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net )) 
 
 

Hungary 

Hungary posts 220.8 bln forint Nov 

budget deficit  

07-Dec-2017  
BUDAPEST, Dec 7 (Reuters) - Hungary posted a 

220.8 billion forint ($828.02 million) budget 
deficit in November, the Economy Ministry 
said on Thursday, adding it was on track for a 
2017 deficit target worth 2.4 percent of 
economic output. 

In the January-November period, the deficit 

widened to 1.639 trillion forints, the ministry 
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said. 

Spending on European Union-backed projects, 

pre-financed by the government, rose to 1.925 
trillion forints by the end of November, 
exceeding last year's tally by more than 500 
billion forints, the ministry said. 
It said Hungary had received only 381.7 billion 
forints in EU funds so far. 

November spending levels also increased due to 
the payment of a pension adjustment linked to 
inflation as well as a pension bonus. 
The ministry said value-added tax, personal 
income tax and payroll tax revenues rose 
substantially from the same period of last year. 

 
($1 = 266.66 forints) 
(Reporting by Gergely Szakacs and Sandor Peto) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
 
 

Hungary sees possibility of 

undershooting 2017 budget deficit 

target  

07-Dec-2017  
BUDAPEST, Dec 7 (Reuters) - Hungary's 

Economy Ministry expects hundreds of billions 
of forints worth of additional European Union 
development funds to flow in by the end of 
the year, it said on Thursday, adding that 

there was a possibility of undershooting its 
2017 EU-standard deficit target. 

Earlier on Thursday data showed a jump in the 
January-November shortfall to 1.639 trillion 
forints as the government pre-financed large 
chunks of EU-backed development projects. 
However, the ministry told Reuters in an emailed 
response to questions that substantial further EU 

funds would arrive by the end of the year and 
the funds arriving thereafter would help lower 
Hungary's public debt faster with some delay. 
 
(Reporting by Gergely Szakacs; Editing by Alison 
Williams) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
 
 

Ministry of National Economy of 

Hungary - Fiscal processes and public 

finances remained predictable  

08-Dec-2017  
The state budget continues to pre-finance EU-
funded projects and facilitate the realization 
of the Government's economic policy 

objectives. This has led to a deficit of HUF 
1639bn in the general government budget at the 

end of November 2017. The ESA deficit target of 
2.4 percent of GDP, however, will be attained 
this year.  

Within the above, the Central Budget and Social 
Security Funds accumulated deficits of HUF 
1667.0bn and HUF 93.3bn, respectively, while 

Extra-Budgetary State Funds posted a surplus of 

HUF 121.3bn. The deficit in the month of 

November was HUF 220.8bn.  
EU funded projects continue to be pre-
financed by the state budget in order to 

ensure their successful implementation. The 
amount hitherto disbursed is some HUF 
1925.2bn, and it is HUF 500bn more than the 
amount paid last year up to the end of 

November 2016.  
The European Union, on the other hand, has 
only transferred HUF 381.7bn to Hungary's state 
budget. Besides expenditures related to state 
functions and investment, 2.75 million old age 
and other pensioners received inflation-adjusted 

pension supplements and a pension premium, a 
one-off payment of up to HUF 12 000 per person 

enabled by the Government's successful 
economic policy, in addition to the regular 
monthly benefit.  
In comparison to the previous year, revenues 
from VAT and personal income tax as well as 

pension-, healthcare and labour market 
contributions increased substantially. This has 
mainly been the result of the six-year wage 
agreement concluded last year and job growth. 
Next year, the minimum wage and the 
guaranteed minimum wage are set to increase 
by 8 percent and 12 percent, respectively, after 

this year's hikes of 15 percent and 25 percent. 
On the other hand, payroll taxes are to decline 
to 19.5 percent, a larger decrease than formerly 

planned.  
 
(C) Copyright 2017 - Ministry of National Economy of 
Hungary 
 
 

Macedonia 

Macedonia sells 1.38 bln denars (22.3 

mln euro) of govt paper  

06-Dec-2017  
SKOPJE (Macedonia), December 6 (SeeNews) - 
Macedonia's finance ministry has raised a 
total of 1.375 billion denars ($26.385 
million/22.3 million euro) from the sale of 
three issues of government securities on 
Tuesday, the central bank, NBRM, said. 

Macedonia offered and sold 561.76 million 

denars of  one-year Treasury bills, 403.6 million 
denars of six-month T-bills and 410 million 
denars in six month T-bills, NBRM said. 
NBRM sells government securities on behalf of 
the finance ministry through volume tenders, in 
which the price and coupon are fixed in advance 
and primary dealers only bid with amounts. 

 
(1 euro = 61.621 denars) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Poland 

Fitch Affirms Poland at 'A-'; Outlook 
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Stable  

08-Dec-2017  

PARIS/LONDON, December 08 (Fitch) Fitch 

Ratings has affirmed Poland's Long-Term 
Foreign- and Local-Currency Issuer Default 
Ratings (IDR) at 'A-' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 

KEY RATING DRIVERS 
Poland's 'A-' ratings reflect its strong macro 
fundamentals, supported by a sound 
monetary framework and solid banking 
sector. The ratings are constrained by weak 
GDP per capita relative to the peer median 
and high net external debt (32% of GDP in 
2Q17 compared with 6% for the 'A' median). 

Fitch expects GDP will grow 4.4% in 2017. The 

acceleration from 2.9% in 2016 primarily 

reflects stronger domestic demand as 
investment benefits from the ramp up in 
European Union (EU) funds' disbursements and 
consumption is supported by the fall in 
unemployment (at 4.6% in September from 
5.9% a year ago) and rise in social benefits. The 
agency expects GDP growth to slow but remain 

high, at 3.6% in 2018 and 3.2% in 2019. 
Potentially faster than expected external 
demand is the main upside risk to our forecast. 
With the sharp and rapid fall in unemployment, 
capacity constraints caused by labour shortages 
are a downside risk to growth. Labour supply 

has benefited from inflows of Ukrainian workers 

(estimated at 1.2 million in 2017), which has 
contributed to alleviating pressure on the labour 
market and limiting wage growth so far. 
However, these inflows could dissipate and Fitch 
expects that fast wage growth (+7.4% y/y in 
October) will translate into rising inflation. The 

CPI index (national measure) grew 2.5% in 
November. We expect that the central bank will 
start increasing its policy rate from 2018 in 
response, to 3.0% by end-2019 from 1.5% 
currently. This should keep inflation at around 
2.5% by end-2019, in line with the central 
bank's target. 
Fitch expects the general government deficit 
will tighten to 1.8% of GDP in 2017 from 

2.5% in 2016. Budget revenues are benefiting 
from strong GDP growth (including a rise in VAT 
revenues by 23% y/y over the first 9 months of 
2017). The agency expects that the deficit will 
rise to 2.3% of GDP in 2018 and 2.5% in 2019 

as increased spending (including the cost of a 
lower retirement age and higher investment) will 
be only partially covered by the continued rise in 
revenues. Deterioration in the economy and its 
impact on revenue is the main risk to the 
forecast. 
Fitch expects government debt will decline to 

53.1% at end-2017 from 54.1% in 2016. Debt 
should gradually reduce thereafter, to 52.0% 
by 2019 and stabilise around 53.0% of GDP in 
the medium term. Given the high share of 
foreign currency debt (31.6% of total state 
treasury debt in September 2017), a key risk 
to debt dynamics is currency depreciation. 
The authorities aim to reduce the share of 

foreign debt to below 30%. 

Fitch expects the current account deficit to 

increase slightly, to -0.5% of GDP in 2017 and 

-1.7% by 2019, from -0.3% in 2016, reflecting 
the impact on higher domestic demand on 
imports. This should be more than offset by non-
debt capital inflows, including stronger grants 
from the EU, and allow a gradual decline in net 

external debt, to 28% of GDP by 2019 from 32% 
in mid-2017. 
Poland ended its IMF Flexible Credit Line 
(FCL) in November this year. The country had 
benefited from the precautionary line since 

2009 but never used it. Fitch understands that 
the main reason behind this change is the 
improved global environment and stronger 

official reserves at the central bank. Fitch 

expects Poland's official foreign reserves to be 
USD118 billion at end-2017 (5 months of current 
account payments, CXP) versus USD62 billion 
(2.8 months of CXP) at end-2008. 
The banking system is well capitalised (18.5% in 
mid-2017), liquid and profitable. It has proved 

resilient to shocks and its reliance on foreign 
funding has declined in recent years. Impaired 
loans were 6.0% of total gross loans in 1H17. 
Banks' credit to the private sector grew 5% y/y 
in September (after adjusting for exchange rate 
movement). Fitch expects lending growth to 

accelerate to 7-8% in nominal terms in the 

coming years, reflecting the supportive 

macroeconomic environment. Risks related to 

administrative solutions for foreign-currency 
mortgages (CHF loans are equivalent to 6% of 
GDP) have abated and proposals being 
discussed would be manageable for the sector. 
Tensions with the EU have continued with the EU 

parliament voting in November to prepare a 
formal request to the EU Council to activate 
Article VII of the Treaty over "a clear risk of a 
serious breach" in EU values. Tense relationships 
with other EU countries could increase the risk 
that EU funds are cut in the next budget cycle 
(2021-2027) or that additional conditionality is 

placed on their disbursement. This could affect 
Poland's economic performance and public 
finances given that the country is the largest 

recipient of EU funds in nominal terms. 
However, these risks would only materialise 
after 2021, which is beyond the current rating 

horizon. 
GDP per capita is still well below peers, although 
high GDP growth in recent years and economic 
integration within the EU have supported income 
convergence towards the EU average. Income 
per capita on a purchasing power parity basis is 
closer to the peer median. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Poland a score 
equivalent to a rating of 'A' on the Long-Term 

Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 

IDR by applying its QO, relative to rated peers, 
as follows: 
•External finances: -1 notch, to reflect Poland's 



 

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 

  14 

high net external debt relative to the peers. 

Fitch's SRM is the agency's proprietary multiple 

regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 

assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The Stable Outlook reflects Fitch's assessment 
that upside and downside risks to the rating are 

currently balanced. Nonetheless, the following 
risk factors could, individually or collectively, 
trigger negative rating action: 

•Any sign that the relevance of the 3% of GDP 
EU deficit criteria weakens as a fiscal anchor, or 
failure to stabilise the debt-GDP ratio in the 
medium term. 

•Weaker macro-economic policy framework 
potentially resulting in deterioration in the 
investment climate, macro instability and lower 
GDP growth. 
The following risk factors could, individually or 
collectively, trigger positive rating action: 
•Continued high GDP growth that supports 

income convergence towards the 'A' category 
median. 
•Continued reduction in net external debt ratio 
supported by stronger current account balances 

and non-debt capital inflows. 
KEY ASSUMPTIONS 

Fitch assumes that economies in the eurozone, 
Poland's main economic partners, will grow 
2.3% in 2017, 2.2% in 2018 and 1.7% in 2019 
from 1.8% in 2016. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'A-
'; Outlook Stable 

Long-Term Local-Currency IDR affirmed at 'A-'; 
Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F2' 
Short-Term Local-Currency IDR affirmed at 'F1' 

Country Ceiling affirmed at 'AA-' 
Issue ratings on long-term senior unsecured 

foreign-currency bonds affirmed at 'A-' 
Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'A-' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Romania 

Romania likely to tap intl mkts for up 

to 2 bln euro in H1 2018  

04-Dec-2017  
BUCHAREST (Romania), December 4 (SeeNews) 
- Austria's Erste Group said on Monday it 

expects that Romania will continue to issue  
Eurobonds next year. 

Romania's public debt will stay below 37% of 

GDP and well below the level set by the 
Maastricht criteria in the coming quarters, the 
Erste Group said in a CEE public debt research 
paper. 
"With local yields on the rise, the finance 
ministry will most likely keep a close eye on debt 

refunding costs and will seek to tap international 
markets for 1-2 billion euro ($1.18-2.4 billion) in 
the first half of 2018 before a Eurobond issue 
worth 1.5 billion euro comes due next June," 
Erste said. 
The proposed overhaul of the welfare system 

that enters into force in 2018 will certainly 
improve tax collection, but not enough to 

completely remove the prospects of a small 
fiscal slippage, the Austrian lender said. 
However, no matter how tempting a higher yield 
environment would look, investors will most 
likely balance it against the local risks, especially 

if the government fails to come up with a set of 
clear cut measures aimed at putting public 
finances back on a consolidation path. 
Under these circumstances, non-residents will 
probably hold no more than 17-18% of the 
domestic part of the public debt, while 
residents will continue to cover the balance, 
Erste concluded. 

Year-to-date, the ministry has sold some 38.5 

billion lei and 340 million euro worth of 

government bills and bonds and has tapped 
foreign markets for 2.75 billion euro of 2027 and 
2035 Eurobonds. 
Romania closed in October its external financing 
plan for the current year. 

In June, the ministry said it plans to sell 7.5 
billion euro worth of Eurobonds on international 
markets in 2018 and 2019. 
 
($=0.8441 euro) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Romania government okays 2018 

budget with deficit just below EU limit  

06-Dec-2017  
BUCHAREST, Dec 6 (Reuters) - Romania's 

government approved a 2018 budget on 
Wednesday, based on a fiscal deficit just 
under the European Union's threshold of 3 

percent of gross domestic product, that 
earmarks the biggest increase in spending for 
social security. 

Bucharest said it estimated economic growth of 
5.5 percent next year after the 6.1 percent 
expected this year and the third quarter's 8.8 
percent - a record among EU states. 
Last month, the government approved a tax 

overhaul that was criticised by investors, trade 

unions and the centrist president. It cut income 
tax to 10 percent from 16 percent and lowered 
social security contributions while shifting their 
burden entirely onto employees. 
The changes will curb bureaucracy, tax evasion 
and boost revenue, the cabinet said. It had said 

http://www.fitchratings.com/
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the tax cuts would be covered by capping some 

spending for ministries, as well as reduced 

contributions to a mandatory private pension 
system.  
Brussels said last month Romania's deficit 
might jump to 3.9 percent of GDP in 2018 and 
4.1 percent in 2019, driven by increases in 
state employee wages and pensions as well as 
tax cuts. 

The ruling Social Democrats have wavered over 

their tax intentions this year, often announcing 
measures without prior assessment of their 
impact and then backing out, raising uncertainty 
among investors and weighing on asset values. 
The bill will be debated by parliament in the 
coming weeks and rubber-stamped by the end 
of the year in the assembly, where the 

government holds a majority. 
The bill estimates budget revenue will total 31.6 
percent of GDP next year. It envisions an 
average leu exchange rate of 4.55 per euro and 
total expenditure at 314.5 billion lei, or 34.6 
percent of GDP. Of that, social security spending 

and public sector personnel costs amounted to 
10.9 percent and 8.9 percent respectively. 
Public investment is expected to be 4.2 percent 
of GDP. 
 
(Reporting by Radu Marinas, editing by Larry King) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 
 

Russia 

Moscow sees limited impact on Russian 

debt from possible U.S. sanctions  

07-Dec-2017  
ST PETERSBURG, Russia, Dec 7 (Reuters) - A 

possible extension of U.S. sanctions against 
Moscow, including sanctions on Russian OFZ 
treasury bonds, will have a limited impact on 
the Russian debt market, a finance ministry 
official said on Thursday. 

Petr Kazakevich, deputy head of the finance 

ministry's debt department, said monetary 

policy tightening by the world's major central 
banks posed a greater risk to the Russian 
treasury-bonds market than possible new 
sanctions. 
Kazakevich also said foreign demand for Russian 
OFZ bonds had peaked and was likely to decline 

in the future. 
 
(Reporting by Yelena Orekhova; Writing by Andrey 
Ostroukh; Editing by Jack Stubbs) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Russian finance ministry eyes medium-

term bonds in Chinese yuan  

07-Dec-2017  
ST PETERSBURG, Russia, Dec 7 (Reuters) - The 

Russian finance ministry plans to issue 
treasury bonds denominated in Chinese yuan 

with "medium-term" maturities, a finance 
ministry official said on Thursday. 

Petr Kazakevich, deputy head of the finance 

ministry's debt department, said the yuan-
denominated bonds were likely to have 
maturities of five years or shorter. 
He did not say when Russia plans to issue the 
bonds. 
 
(Reporting by Yelena Orekhova; Writing by Andrey 
Ostroukh; Editing by Jack Stubbs) 
(( andrey.ostroukh@thomsonreuters.com ;)) 
 
 

Slovenia 

Slovenia to continue USD bond 

buybacks in 2018  

04-Dec-2017  
LJUBLJANA (Slovenia), December 4 (SeeNews) - 
Erste Group said on Monday it expect that 
Slovenia could continue with USD bond 
buybacks and pursue longer euro-
denominated maturities in 2018. 
Strong investor interest towards Slovenian 
bonds is expected both locally and globally next 
year, the Erste Group said in a CEE public debt 
research paper. 
The Austrian lender said that Slovenia's fiscal 
position should become even stronger in 2018-
2019 as the government plans a budget surplus 

in both years, while the European Commission 
sees a balanced budget in 2018 and a surplus in 
2019. 
"Such developments should be supported by 
both positive cyclical movements driven by 
strong economic momentum and stable 
movements of the structural part of the deficit 
figure", Erste noted. 

Erste added that it sees Slovenia's public debt 

on a downward trend, moving towards 70% of 
GDP through to 2019. 
In September, Erste lifted its forecast for 
Slovenia’s economic growth to 4.0% in 2017, 
from 3.7% projected in August, on the back of 
strong domestic and external demand. 

The forecast for Slovenia’s gross domestic 
project (GDP) growth in 2018 was raised to 
3.3% from 3.2%, while a 3.0% increase is 
expected in 2019, Erste said at the time. 
 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Ukraine 

Ukraine passes 2018 budget it says 

meets promises to IMF  

07-Dec-2017  

By Natalia Zinets 
KIEV, Dec 7 (Reuters) - The Ukrainian 

parliament on Thursday approved at the final 
reading the 2018 draft budget, which includes 
an adjusted deficit forecast that the finance 
ministry said was in line with Ukraine's fiscal 
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commitments to the International Monetary 
Fund. 

The IMF, which supports Ukraine with a $17.5 

billion aid-for-reforms programme, had talks 
with the authorities about next year's draft 
budget in November, but has not yet said if it 
approves the government's plans. 
The bill was backed by 273 lawmakers, 
comfortably more than the 226 required to pass. 

"The budget is balanced and realistic," Finance 
Minister Oleksandr Danylyuk told lawmakers 
ahead of the vote. 
"We are strengthening budget discipline, which 
allows a shrinking of the deficit to 2.5 percent 
(of gross domestic product) in 2018. The size of 

the deficit corresponds to the guidance of the 
general IMF programme," he said. 
The budget foresees a lower deficit next year 
than in 2017. But the forecast of 81.85 billion 
hryvnias ($3.02 billion) is higher than the 
77.95 billion hryvnia estimate in an earlier 
draft. 

Nevertheless, the government has also 
increased its inflation and nominal GDP 

projections, which means the 2018 deficit 
equates to 2.46 percent of GDP - slightly higher 
than the IMF-backed deficit target of 2.4 
percent.  
The budget expects inflation of 9 percent, 
compared with an earlier forecast of 7 percent, 
and economic growth of 3 percent. 

The draft also foresees increased revenue of 914 

billion hryvnias, versus an earlier expectation of 
877 billion, through the sale of a 4G network 
license, improved profitability for state-owned 
energy firm Naftogaz and the sale of confiscated 
property. 
Ensuring the budget complies with agreed 
fiscal targets is one of the conditions Ukraine 
must meet to receive further funding from the 
IMF. 

The government had hoped to receive the long-
delayed next tranche of IMF loans worth $2 
billion this year, but a lack of clarity on the 
sustainability of recent pension laws and 
backtracking on gas pricing commitments have 

further stalled the disbursement. 

Earlier on Thursday IMF chief Christine Lagarde 
also expressed deep concern about recent action 
against anti-corruption institutions and called on 
the Ukrainian authorities to do more to 
safeguard them from attacks. 
 
($1 = 27.1000 hryvnias) 
(Writing by Alessandra Prentice; editing by Matthias 
Williams) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
 

LATIN AMERICA AND 

CARIBBEAN 

 

Argentina 

Moody's announces rating actions on 

Argentine bond funds after sovereign 

rating upgrade  

07-Dec-2017  
Dec 6 (Reuters) -  
Moody’s- Upgrade of Global scale Bond Fund 
Ratings for 4 Argentine Bond Fund reflects 
strong improvement in Funds' Credit profiles 
driven by Sovereign Upgrade. 

Moody’s- Annouces Rating Actions on Argentine 
Bond Funds after Sovereign Rating Upgrade. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Brazil 

Brazil markets slump as pension 

reform odds fade  

07-Dec-2017  
By Bruno Federowski 
SAO PAULO, Dec 7 (Reuters) - Brazilian 

markets fell on Thursday after President 
Michel Temer's administration failed to gather 
enough support from lawmakers to put a 
pension overhaul plan to a vote. 

A senior lawmaker said on Wednesday that the 

government's coalition expected to have enough 
votes later that day to pass the bill, which 
investors see as crucial to curbing public debt. 
But a failure to do so led policymakers to put off 
a decision, originally planned for Wednesday, to 
formally schedule the vote, suggesting that the 
administration might have overestimated its 

clout in Congress. 
"The market is anticipating that the pension 
reform will not be voted this year," said 
Coinvalores brokerage head of strategy Paulo 
Nepomuceno. 

Delaying the vote on the unpopular measure to 
2018 would put it close to next year's elections, 
a move most investors see as reducing its 

likelihood of approval. 
The Brazilian real weakened 0.14 percent, while 
the benchmark Bovespa index fell more than 1 
percent. 
Other Latin American currencies mostly 
weakened due to expectations that the United 
States will push through a tax overhaul. 

U.S. Senate Republicans agreed to talks with the 
House of Representatives on sweeping tax 
legislation on Wednesday, amid early signs that 

lawmakers could bridge their differences and 
agree on a final bill ahead of a self-imposed Dec. 
22 deadline. 
The tax plan could boost economic growth and 

inflation, prompting the Federal Reserve to raise 



 

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 

  17 

interest rates at a faster-than-expected pace in 

coming months. Higher U.S. rates tend to drain 

funds away from emerging markets. 
 
(Reporting by Bruno Federowski; Editing by Lisa Von 
Ahn and Meredith Mazzilli) 
(( Bruno.Federowski@thomsonreuters.com ; 55 11 
5644 7768; Reuters Messaging: 
bruno.federowski@thomsonreuters.com )) 
 
 

Colombia 

Colombia to miss 2017 tax collection 

target due to low growth  

06-Dec-2017  

By Carlos Vargas 

BOGOTA, Dec 6 (Reuters) - Colombia will miss 

its tax collection target this year because 
lower-than-expected economic growth will 
mean decreased duty payments, a high-
ranking government official said. 

The finance ministry hopes to collect 142 trillion 
pesos ($47.38 billion) this year, before refund 
payments. The figure is considered key to 

meeting the government's fiscal deficit target of 
3.6 percent of gross domestic product. 
The government last month reduced its gross 
domestic product growth target for this year to 
1.8 percent, amid low domestic consumption 
and following disappointing third-quarter 

expansion figures. 
Failure to meet the collection target would 
come despite a tax reform which came into 
force this year and increased value added tax 
(VAT) from 16 percent to 19 percent. The VAT 
uptick was expected to increase yearly 
collection by about 6.3 trillion pesos. 

Weak growth principally affected VAT, the 
source said, which had been expected to bring in 
around 40 trillion pesos over the course of the 

year. 
Tax collection has averaged 11.6 trillion pesos 
per month in 2017, according to figures from the 
DIAN tax agency, which collected 116.5 trillion 
pesos from January through October. 

The country's most important tax collection 
periods have already passed, the source said, 

including income tax deadlines for individuals 
and businesses. November usually sees higher-
than-average tax collection, the source said, but 
December's collection is generally one of the 
year's lowest and significantly lowers the 
monthly average.  

According to Reuters calculations, even 
collections in November and December that 
adhered to the 11.6 trillion peso average would 
put the country's yearly total below the 142 
trillion goal.  
 
($1 = 2,996.53 Colombian pesos) 
(Reporting by Carlos Vargas; Writing by Nelson 
Bocanegra and Julia Symmes Cobb) 

(( julia.cobb@thomsonreuters.com ; +57-316-389-
7187) ) 
 

 

Venezuela 

The silent creditor group in 

Venezuela's debt crisis: Venezuelans  

08-Dec-2017  
By Brian Ellsworth and Corina Pons 
CARACAS, Dec 8 (Reuters) - The prospect of a 

Venezuelan debt default triggering a clash 
between revolutionary socialists and foreign 
creditors has overshadowed an equally 
complicated dilemma facing the OPEC nation: 
a standoff with its own citizens who are 
bondholders. 

Though Venezuela's junk bonds are popular 
among high-rolling Wall Street funds, they are 

also widely held by Venezuelans due to a 
decade-long Socialist Party policy of subsidizing 
the purchase of foreign debt by individual 
investors. 
Large Venezuelan businesses have also plowed 

significant resources into bonds to use the 
exorbitant yields to compensate for sharp 
declines in sales amid the implosion of the 
country's socialist economic system. 
The result is that any future debt negotiations 
will include Venezuelans ranging from high-net-

worth individuals to humble retirees and college 
professors.  
Many may be unwilling to accept the major 
losses implied by the restructuring that the 
country's President Nicolas Maduro proposed 
last month, sending debt prices plunging. 

The government could face intense lobbying 
from Venezuelan businesses and wealthy 
individuals as well as ballot-box-pressure from 

middle-class bondholders to protect their 
investments. But without a large "haircut" to 
reduce the debt service Venezuela has to pay, 
the country will likely struggle to bring its 
economy out of recession. 
"Venezuelan bond investors range from taxi 

drivers to large companies, and everything in 
the middle," said Victor Silva of local brokerage 
Kapital, which has intermediated the sale of 

paper issued by Venezuela and state oil 
company PDVSA. 
"A lot of companies also got in to protect 
themselves from the depreciation of the 

currency. Even very orthodox companies who 
were never involved in capital markets started 
buying them as a means of hedging." 
It is not immediately clear what percentage of 
the country's $60 billion in outstanding bonds 
are held by Venezuelan individuals.  

New York-based Torino Capital estimates 
"resident holdings" of such debt at around $14 

billion, though a significant portion of that is 
believed to be in the hands of state institutions. 
The Information Ministry did not immediately 

respond to an email seeking comment. 
While Maduro's government has said it wants to 
restructure Venezuela's foreign debt, it has 
continued to make payments, at least so far. 

Still, a number of the bonds are already in 
default because interest payments have been 
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delayed beyond the established grace period. 

This has created nervousness among individual 

investors who depend on the interest payments 
to meet their living expenses, according to two 
brokers. 
CHEAP DOLLARS, CHEAP BONDS 
Late Socialist leader Hugo Chavez, who in 
2003 created Venezuela's currency control 
system, for years encouraged the purchase of 

dollar-denominated bonds by allowing 
Venezuelans to buy them in local currency at 
a subsidized exchange rate.  

Most individuals quickly flipped the notes to 
obtain dollars, but some held on to the bonds 
because they provided interest income in hard 
currency. 
Several individuals and businesses contacted by 

Reuters confirmed that they owned Venezuelan 
bonds but declined to be named, citing security 
risks associated with publicly discussing having 
dollar savings in a country where hard currency 
is scarce and kidnappings abundant.  
One college professor who holds Venezuelan 
bonds noted that Chavez spoke about the 

"democratization of capital," which encouraged 
people with little investment experience to buy 
the bonds.  
Venezuelan debt has historically been seen as 
a high-risk investment for individuals with 
little financial experience. Due to increased 
concern about default, it is now seen as 
exceptionally risky even for investment 

professionals. 

"When the bonds matured, people would 
reinvest them in other Venezuelan bonds, or in 
some cases use the proceeds to cover post-
graduate degrees," said the professor, in 
reference to coworkers who also held bonds.  
The 2014 collapse in oil prices pushed 
Venezuela's ailing economy into crisis and led to 

a dramatic decline in the bonds' prices as many 
investors worried that Maduro would stop 
paying.  
Business owners who understood the Socialist 
Party's commitment to paying debt despite its 
revolutionary rhetoric started buying the bonds 

to protect revenue from constant devaluation of 

the bolivar currency, according to brokers 
consulted by Reuters.  
As the economy worsened, the bonds' yields - 
which are as high as 220 percent - provided 
revenue to maintain bare-bones operations in 
efforts to avoid shuttering businesses or selling 

them for a pittance. 
"These bonds offer income in dollars under clear 
rules in an environment in which there are no 
clear rules," said one broker who has helped 
businesses purchase such bonds.  
 
(Editing by Daniel Flynn and Andrew Hay) 

(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
 

 

 

Some Venezuela bondholders receive 

payments on PDVSA 2017N, 2010 

bonds  

08-Dec-2017  
CARACAS, Dec 8 (Reuters) - Some bondholders 

have received late interest payments on 
Venezuelan state oil company PDVSA's 2017N 
and 2020 bonds, three market sources said on 
Friday.  

Cash-strapped Venezuela has been late with 

payments in recent weeks, but holders of some 
of the world's highest yielding debt, which are 
close to 10 times higher than those of 

neighboring Colombia, have so far been tolerant 
of the delays and largely confident that Caracas 
will keep trying to pay.  
The interests of the 2020 bond began to arrive 

as of Thursday, two weeks after the grace period 
ended, the sources said. PDVSA said two weeks 
ago that it had started the "transfer process" of 
interest payments on its 2020 and 2022 bonds, 
worth some $233 million.  
The sources said payment of the PDVSA 2017N, 

due by Dec. 1, had also started to trickle in. 
"The pending payment of the PDVSA 2017N 
arrived today (Friday)," said one market source.  
PDVSA did not respond to a request for 
comment. 

 
(Reporting by Corina Pons; Writing by Alexandra 
Ulmer; Editing by Sandra Maler) 
(( alexandra.ulmer@thomsonreuters.com )) 
 

AFRICA 
 

Benin 

IMF Concludes 2017 Article IV 

Consultation with Benin  

08-Dec-2017  

December 8, 2017  
On December 1, 2017, the Executive Board of 
the International Monetary Fund (IMF) 
concluded the Article IV Consultation  with 

Benin.  

Benin has shown mixed macroeconomic 
performance in 2016, with the economy 
weathering negative spillover stemming from a 
difficult external environment. Growth was about 
4 percent, but a recovery is expected in 2017-
18, owing to strong agricultural production, an 

increase in public investment, and a buoyant 
tertiary sector. Economic growth is accelerating 
and inflation remained negative in 2016 and 
through end-August 2017 but is forecasted to 

average 0.6 percent in 2017.  
The medium-term outlook continues to show 
favorable signs, with high economic growth 

and low inflation. Cuts in recurrent spending 

have contributed to a smaller than programmed 
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budget deficit of 6.0 percent of GDP in 2016 

from 8.0 percent in 2015. The fiscal 

consolidation path foresees a further 
reduction of the deficit to 1.8 percent of GDP 
in 2019, below the West African Economic and 
Monetary Union convergence criterion of 3 
percent of GDP.  
Despite the favorable medium-term economic 
outlook, some challenges remain that need to be 
addressed going forward. These include 

prioritizing public expenditures to foster inclusive 
growth and to reduce poverty; accelerating the 
tax and customs administration reforms to 
mobilize more domestic resources; making 
public investment more efficient to sustain the 
expected growth over the medium term, 
addressing the rising burden of domestic debt 

service, and strengthening debt management to 
preserve public debt sustainability.  
Executive Board Assessment  
Executive Directors agreed with the thrust of the 
staff appraisal. They commended the authorities 
for maintaining a stable macroeconomic 

environment despite negative regional spillovers 
in 2016. However, they noted that poverty 

remains a major challenge to reducing 
inequality and broadening support for the 

reform agenda. Directors, therefore, 
underscored the need to continue to steadfastly 
implement policies and structural reforms to 
preserve macroeconomic stability and foster 

inclusive growth.  

Directors welcomed the strong performance in 
domestic revenue collection, which has 
contributed to better program outcomes in 
2017. They encouraged the authorities to 
sustain these efforts to support their goal of 

increasing public investment and boosting 
poverty reducing spending. Sustained 
implementation of ongoing tax and customs 
administration reforms will be essential for 
achieving the regional fiscal convergence 
criterion. Directors urged the authorities to 

pursue prudent debt management practices 
and monitor the debt of state owned 

enterprises and potential fiscal risks linked to 
public private partnership projects to 
preserve public debt sustainability. They also 
underscored the need to enhance public 
investment efficiency.  

Directors welcomed the authorities' commitment 
to prioritize spending and allocate more 
resources to priority social sectors. They 
underscored the need to ensure that economic 

diversification takes hold and the benefits of 
growth reach more of the population. They 
encouraged the authorities to pursue the 
implementation of well targeted measures to 
protect the most vulnerable segments of the 
population.  

Directors underscored the need to improve the 
business environment to provide critical support 

for achieving the objectives of Benin's Economic 
Development Document. They encouraged the 
authorities to remove impediments that restrain 
the business environment, as well as fight 
corruption and strengthen governance and 

transparency to foster greater private sector 

participation in financing the Government's 

Action Program 2016 21. Directors also 
welcomed Benin's participation in the G20 
Compact with Africa initiative.  
Directors highlighted the importance of financial 
inclusion in supporting economic growth. They 
commended the progress made in removing key 

barriers to more efficient financial intermediation 
and the consolidation of information on 
microfinance institutions. They noted that 
further steps are needed to mitigate the stability 
risks arising from the large number of 
unauthorized microfinance institutions and 

address non performing loans in the banking 
sector.  
Directors encouraged the authorities to continue 

to address data gaps and further improve the 
quality and timeliness of economic statistics, 
including the revision of the national accounts.  
It is expected that the next Article IV 

consultation with Benin will be held in 
accordance with the Executive Board decision on 
the consultation cycles for members with Fund 
arrangements. 
Under Article IV of the IMF's Articles of 
Agreement, the IMF holds bilateral discussions 
with members, usually every year. Staff team 

visits the country, collects economic and 
financial information, and discusses with officials 
the country's economic developments and 
policies. On return to headquarters, the staff 

prepares a report, which forms the basis for 
discussion by the Executive Board.  

At the conclusion of the discussion, the 
Managing Director, as Chairman of the Board, 
summarizes the views of Executive Directors, 
and this summary is transmitted to the country's 
authorities.  
 
IMF Communications Department  
MEDIA RELATIONS  
PRESS OFFICER: Raphael Anspach  
Phone: +1 202 623-7100 Email: MEDIA@IMF.org  
IMF - International Monetary Fund published this 

content on 08 December 2017 and is solely 
responsible for the information contained herein. 
(C) Copyright 2017 - IMF - International Monetary 
Fund 
 
 

Congo Republic 

IMF begins talks with Congo Republic 

over bailout package  

05-Dec-2017  
BRAZZAVILLE, Dec 5 (Reuters) - The 

International Monetary Fund said it had begun 
talks on Tuesday with Congo Republic over a 
bailout to help the oil producer reduce its 
rapidly rising debt.  

Total government revenue has slid by nearly a 

third since 2015 due largely to lower global 
crude prices and public or publicly guaranteed 
debt spiked this year to 110 percent of GDP, the 
IMF has said. 
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The debt crisis has led credit rating agencies 
to judge Congo at risk of default on its $363 

million Eurobond, a situation exacerbated by a 
$1 billion legal dispute in a United States 
court.  

"We have come to negotiate an economic and 
financial programme supported by the IMF," 
mission head Abdoul Aziz Wane told reporters in 
the capital Brazzaville at the start of two weeks 
of planned talks. 

"This objective can only be achieved in a 
transparent context, in which information about 
the management of the natural resources of the 
state is made available to the Congolese 
population," he said. 
Campaign groups frequently criticise the 
government for alleged corruption and the 

opacity of state-run enterprises, charges the 
authorities reject.  
Congo's fiscal woes come despite increasing oil 
production, which is expected to see it leapfrog 
Equatorial Guinea next year as sub-Saharan 
Africa's third-leading crude producer.  

 
(Reporting by Christian Elion; writing by Aaron Ross; 
editing by Alexander Smith) 
(( Aaron.Ross@thomsonreuters.com ; +221 77 569 
1702; )) 
 
 

Congo Republic slashes 2017 budget 

by 45 pct  

06-Dec-2017  
BRAZZAVILLE, Dec 6 (Reuters) - Congo 

Republic's 2017 budget will be around 45 
percent lower than initially planned at 1.5 
trillion CFA francs ($2.6 billion), as the west 
African country tightens its belt while 
negotiating an International Monetary Fund 
(IMF) bailout. 

Government spokesman Thierry Moungalla said 

on Wednesday the revised budget deficit for 
2017 was 225 billion CFA francs. This equals 
about 4.5 percent of its 5 trillion CFA franc 
annual GDP. 
The IMF said it had begun talks on Tuesday with 
Congo Republic over a bailout to help the oil 

producer reduce its rapidly rising debt. 
Total government revenue has slid by nearly a 
third since 2015 due largely to lower global 
crude prices. Public or publicly guaranteed 
debt surged this year to around 110 percent 
of GDP, the IMF has said. 

Moungalla said fiscal receipts for 2017 were 
estimated at 1.24 trillion CFA francs. He said the 
government had so far underspent by around 52 

percent. Previously, it had budgeted to spend 
2.74 trillion CFA francs. 
Holders of Congo's Eurobond are keenly 
watching efforts to get back on top of its debt, 
which has been complicated by a $1-billion legal 
dispute in a United States court.  

Several rating agencies have warned of a high 

risk of default. 
 
(Reporting by Christian Elion; Writing by Tim Cocks; 
Editing by Matthew Mpoke Bigg and Mark Potter) 

(( tim.cocks@thomsonreuters.com ;)) 
 
 

Egypt 

Egypt repays $4 bln of debt to African 

Export-Import Bank  

05-Dec-2017  
CAIRO, Dec 5 (Reuters) - Egypt has paid back a 

total of $4 billion of its debts to the African 
Export-Import Bank, the central bank was 
reported as saying on Tuesday. 

The central bank had paid back $2 billion of a 
$3.2 billion loan, Egyptian state news agency 
MENA reported, while newspaper El-Borsa said 

that it had also paid back $2 billion under a 

repurchase agreement. 
African Export-Import Bank Executive Vice 
President Amr Kamel told reporters on the 
sidelines of a conference that the central bank 
would repay the remaining $1.2 billion on Dec. 

7. 
Egypt's foreign reserves were $36.723 billion 
at the end of November, having climbed 
steadily since it secured a $12 billion, three-
year International Monetary Fund (IMF) loan 
programme last year as it tries to lure back 
foreign investors and revive its ailing 
economy. 

An IMF team completed its second review of 
Egypt's performance under the programme last 

month and its board is expected to approve a 
third, $2 billion, disbursement this month. 
The latest foreign reserve total did not account 
for this week's payment to the African Export-
Import Bank. 
 
(Reporting by Ehab Farouk; writing by John Davison; 

editing by Catherine Evans) 
(( John.Davison@thomsonreuters.com ;)) 
 
 

Egypt to sell $1 bln in dollar-

denominated one-year treasury bills  

07-Dec-2017  

CAIRO, Dec 7 (Reuters) - Egypt will sell $1 

billion in dollar-denominated, one-year 
treasury bills on December 11, the central 
bank said on Thursday. 

Appetite for Egypt's domestic debt has grown 
since the central bank floated the pound 
currency in November 2016 as part of a deal for 
a $12 billion International Monetary Fund loan. 

 
(Reporting by Amina Ismail; editing by Patrick Markey) 
(( amina.ismail@thomsonreuters.com ; +20 2 2394 
8114; )) 
 
 

Malawi 

Malawi domestic debt rises to over 25 

pct/GDP  

06-Dec-2017  
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LILONGWE, Dec 6 (Reuters) - Malawi's 

domestic debt has risen to 1.1 trillion kwacha 
($1.5 billion), over 25 percent of gross 
domestic product, Finance Minister Goodall 
Gondwe said on Wednesday. 

Gondwe attributed the increase to government 
efforts to plug a huge budget deficit that arose 
after Malawi's donors froze aid in reaction to a 
scandal in which senior government officials 

siphoned millions of dollars from state coffers. 
Malawi has total public debt of 2.5 trillion 
kwacha, including 1.4 trillion in external debt, 
Gondwe added in a report submitted to 
parliament. 
 
($1 = 713.5400 kwacha) 
(Reporting by Frank Phiri; Editing by Toby Chopra) 
(( southafrica.newsroom@tr.com )) 
 
 

Nigeria 

Nigeria aims to raise 100 bln naira at 

bond auction  

06-Dec-2017  
LAGOS, Dec 6 (Reuters) - Nigeria plans to raise 

100 billion naira ($327 million) by selling 
sovereign bonds with maturities of five and 10 
years on Dec. 13, the Debt Management Office 
(DMO) said on Wednesday. 

The debt office said it will raise 50 billion naira 

each in of the maturities using the Dutch auction 

system. 
The bonds are re-openings of previous issues 
and the result of the auction is expected to be 
published on Dec. 15, the DMO said.  
 
($1 = 305.50 naira) 
(Reporting by Chijioke Ohuocha; Editing by Alison 
Williams) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 

 
 

Fitch cuts Nigeria's 2017 GDP growth 

forecast to 1 pct  

08-Dec-2017  
LONDON, Dec 8 (Reuters) - Fitch has cut its 

2017 economic growth forecast for Nigeria to 
1 percent from 1.5 percent, the ratings agency 
said on Friday. 

Nigeria returned to growth in the second quarter 
of 2017 after shrinking by 1.5 pct in 2016 but 
the recovery has been fragile because oil 
revenues remain depressed and hard currency is 
short. 

Speaking at a Fitch event in London, Jermaine 
Leonard, a director for sovereigns, added that 
although Nigeria's 2018 budget had an oil 

production target of 2.3 million barrels per day 
(bpd), the Fitch forecast was just above 2 million 
bpd. 

Partly this was linked to a potential flare up in 
violence in the Niger Delta as elections approach 
in 2019, he said. 

Fitch currently rates Nigeria at B+ with a 

negative outlook, which reflected the fact that 

there were still a lot of elements which could 
take it down, said Leonard. "But at this point we 
are cautiously optimistic," he said. 
The country is moving ahead with plans to 
borrow $5.5 billion from foreign investors 
aiming to plug a large gap in Nigeria's 
finances that stem in part from the global fall 

in oil prices. 

Equity markets are also buoyant, having hit 
three-year highs this week for 2017 gains of 
around 45 percent.  
 
(Reporting by Claire Milhench; Editing by Matthew 
Mpoke Bigg) 
(( claire.milhench@thomsonreuters.com ; +44)(0)( 
207 542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
 
 

Zambia 

Zambia to start refinancing Eurobonds 

in 2019 to ease debt  

04-Dec-2017  
LUSAKA, Dec 4 (Reuters) - Zambia will begin 

refinancing Eurobonds worth $2.8 billion in 
2019 to reduce the cost of debt servicing for 
Africa's No.2 copper producer, a senior 
government official said on Monday. 

Zambia and the IMF agreed in October to chart a 
new path towards debt sustainability after the 
IMF delayed the conclusion of talks with Africa's 

second-biggest copper producer, saying it was at 
high risk of debt distress. 
Mukuli Chikuba, the permanent secretary in 
the ministry of finance, said the southern 
African nation's debt rose from 35 percent of 
GDP to 60 percent between 2015 and 2016 
partly due to the Eurobonds, which were 
issued from 2012 to 2015. 

The country would either buy back the debt in 

Zambia's name or find other investors to do so 
over a longer period, he said. 
"We are remaining with just a few more years 

before the first Eurobond is due. By 2019 or so 
we will start the refinancing," Chikuba said. 
 
(Reporting by Chris Mfula; Editing by James Macharia) 
(( chris.mfula@thomsonreuters.com ;)) 

 
 

Zambia's economy to expand more 

slowly than expected in 2017  

07-Dec-2017  
LUSAKA, Dec 7 (Reuters) - Zambia's economy 

will grow more slowly than expected, 
expanding 3.8 percent instead of the previous 
forecast of 4.1 percent, the World Bank said 
on Thursday. 
"This follows weak performances of the services, 
mining and construction sectors," the World 
Bank said in a statement on Thursday. 
The bank forecast growth of 4.3 percent in 2018 

and 4.7 percent in 2019.  
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"The forecast assumes the government will 

continue to implement its economic reform 

programme," the bank said in a statement. 
"There remains a need to look closely at ways to 
improve debt management to ensure that 
economic growth has sustainable foundations 
and that borrowed money is invested wisely to 
ensure inclusive growth," it said. 

Zambia and the International Monetary Fund 
began to plan in October how the country can 
reach debt sustainability after the IMF delayed 
the conclusion of talks with Zambia , saying it 
was at high risk of debt distress. 
 
(Reporting by Chris Mfula, editing by Larry King) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 

GLOBAL 

 

 

Global Sovereign Outlook Buoyed by 

Short-Term Growth Prospects  

04-Dec-2017  

LONDON, December 04 (Fitch) The global 

sovereign rating outlook is set to be the 
strongest in seven years based on net positive 
rating outlooks going into the new year, 
indicating an end to a multi-year period of 
downward sovereign rating momentum, says 

Fitch Ratings. While the balance of rating 
outlooks is improving with 15% of Fitch's 

portfolio on a Positive Rating Watch or Outlook 
compared with 4% last year, a number of risks 
continue to face global sovereigns. 
"In broad terms, strong short-term economic 
growth supported by still-accommodative fiscal 
and monetary policies may not be sustainable in 
the medium term or compatible with positive 

rating momentum extending beyond 2018," said 
James McCormack, Global Head of Sovereign 
Ratings at Fitch. 
Despite the medium-term risks, developed-
market (DM) sovereigns are in the midst of 
their best rating performance since the global 

financial crisis. The number on Positive Outlook 
reached an all-time high in October 2017, at 

seven, implying an upward bias to rating 
changes in 2018 including for some of the 
sovereigns that were worst affected by the 
eurozone financial crisis. 
With eight emerging-market (EM) sovereigns on 
Positive Outlook and 13 on Negative Outlook, 
2018 is set to be the fourth consecutive year in 

which downgrades outnumber upgrades, albeit 
by a much smaller margin than in recent years. 
Most downward rating pressure remains in 
commodity-exporting economies where a 
number of EM sovereigns have not yet fully 

adjusted to the decline in commodity prices that 

began in 2014, particularly in the Middle East & 
Africa. 
"Monetary policy will be tightened steadily in the 
US, and easing will end in the eurozone, leading 

to less favourable global sovereign financing 

conditions, though the effects are likely to be 

slow to materialise for many countries. 
Exchange rate volatility is difficult to predict but 
more probable with changing monetary policies, 
raising an important risk for emerging market 
sovereigns with higher levels of foreign currency 
borrowing," added McCormack. 
Government debt as a share of GDP is at or 
near multi-year highs for a large number of 
sovereigns spanning the entire rating 
spectrum and across all regions. With higher 
interest rates, some funding pressures may 
emerge in the short term and, in the absence 
of prompt fiscal consolidation, policy 
flexibility will diminish in the medium term. 

Possible changes to US tax and trade policies 
could have far-reaching global implications. In 

Europe, it is still not clear whether Brexit 
negotiations will deliver an agreement, or how 
an agreement might govern UK-EU trade and 
other relations, should it materialise. 
Elections in several large EMs, the persistence of 
populist, anti-establishment sentiment primarily 
in Europe, geopolitical and security flashpoints 

as well as deteriorating economic and trade 
relations between some countries all have the 
potential to unsettle the 2018 outlook, many in 
unpredictable ways. 
 
Today's full report, "Fitch 2018 Outlook: Global 
Sovereigns", is available at the above link or at 
www.fitchratings.com 
Additional information is available on 
www.fitchratings.com 

 
 

Sovereign funds favour equity 

investments for next 12 mths 

07-Dec-2017  
LONDON, Dec 7 (Reuters) - Sovereign wealth 

funds broadly plan to raise exposure to 
international equities in the coming 12 
months, a survey showed, suggesting that the 
stock market bullrun is set to continue. 
The survey, conducted by the U.S.-based 
Sovereign Wealth Fund Institute, covered 26 
funds with an estimated $2.18 trillion in 

assets under management. It was carried out 
in November, a period when global equities 

pushed to record highs, raising questions about 
the rally's longevity. 
The results, sent to media late on Wednesday, 
showed some 41 percent of funds were planning 
overweight positions in equities in actively-
managed strategies. 
Another 41 percent of respondents said they 

would hold exposure to the asset class "at the 
same level" and two-thirds said the same for 
passively-managed international equities. 
The funds as a whole have been net sellers of 
publicly-listed securities held through third-
party asset managers over the last 13 
quarters, according to separate data from 
research firm eVestment. 

But the Institute survey, which consulted asset 

owners directly, showed a sizeable portion were 

http://www.fitchratings.com/
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interested in staying invested. 

The biggest shift was towards emerging equities, 

with 66.7 percent planning to overweight this 
sector, which is one of this year's strongest 
performers with returns of almost 30 percent. 
In terms of sectors, information technology and 
consumer staples were cited as the biggest 
planned overweights, with 19 percent opting for 

each of these. Real estate was singled out by 17 
percent of respondents as a potential 2018 
overweight. 
There were also signs of concern about equity 
valuations. Eight respondents said a stock 
market bubble was the biggest tail risk, while 

the Institute's September poll had found only 
three funds identifying this as the main risk.  
Technology shares  have rallied hard for most of 

this year, but have sold off over the last week as 
investors have begun to rotate out of tech and 
into financials, betting on U.S. deregulation and 
tax cuts. 

U.S. tax reform was cited by nine respondents 
as likely to be the biggest driver of equity prices 
in the next six months.  
Looking at geographical allocations not limited to 
equities, a third planned to overweight Europe 
excluding Britain, 21.7 percent said the same for 
Japan, and 20.8 percent favoured the United 

States. 
Emerging market debt also remained in favour, 
with 28.6 percent saying they planned to 
overweight this sector in the next 12 months, 

and another 9.5 percent aiming to "significantly" 
overweight it. 

 
(Reporting by Claire Milhench; Editingby Richard 
Balmforth) 
(( claire.milhench@thomsonreuters.com ; +44)(0)( 
207 542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 

 
 

 


