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ASIA 
  

IMF sees 4.5% growth in Central Asia, 

Caucasus in 2019-20 despite weaker 

trade  

08-Nov-2019  
By Margarita Antidze 

TBILISI, Nov 8 (Reuters) - Economies in the 

Caucasus and Central Asia (CCA) will expand 
by an overall 4.5% in both 2019 and 2020 
despite global trade tensions and slowing 
growth in key trading partners, the 
International Monetary Fund said on Friday. 

The IMF called on the former Soviet republics to 
improve competitiveness, use their natural 
advantages more effectively and diversify their 
economies to reap the gains from trade and 

integration into global value chains. 

The Fund's report covers the Caucasus nations 
of Armenia, Azerbaijan and Georgia, and the 

Central Asian states of Kazakhstan, Kyrgyzstan, 
Tajikistan, Turkmenistan and Uzbekistan. 
"Despite weaker trade, overall growth for the 
CCA region is expected to remain about 4.5% in 
2019–20, largely owing to a looser fiscal stance 
and private sector credit growth," it said. 
Juha Kahkonen, deputy director of the IMF's 

Middle East and Central Asia Department, told 

Reuters the big challenge for CCA states was to 
create jobs and adopt reforms to spur activity.  
"Current growth rates are not bad from a global 
prospective, but countries should not be satisfied 
with this," he said. 
External risks include trade tensions, a global 

slowdown, lower commodity prices and rising 
geopolitical risks, the Fund said, while 
domestic risks include slowing reform 
momentum.  

Azerbaijan, Kazakhstan and Turkmenistan are 
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energy exporters while Armenia, Georgia, 

Kyrgyzstan, Tajikistan and Uzbekistan import all 
or most of their oil and gas.  
 COMMON AND DIFFERENT CHALLENGES 
"There is a need to diversify, make the 
economy more reliant on private sector 
activity and also the banking sector has not 
been reformed," Kahkonen said of Azerbaijan. 

He said private sector credit had stabilised after 

years of decline, but that "banks are not really in 
good shape to support private sector activity". 
In Kazakhstan, too, there "needs to be a supply 
of bankable projects, the government needs to 
have policies to diversify the economy and make 
sure that the private sector is an engine of 
growth," Kahkonen added. 

Kazakh banks meanwhile "need to have a new 
business model". 
The IMF official praised reforms in Armenia, 
which has the fastest growth in the region, and 
Georgia's favourable business climate. 

He said the Fund's programme in Tajikistan, the 
poorest CCA country, was on hold as the 

government was not ready to commit to policies 
needed support it, including banking sector 
reform, moving to a flexible exchange rate and 
fiscal prudence.  
Recent Uzbek economic reforms were a positive 
development, Kahkonen said, adding: "Once it's 
clear that the reforms are cemented and are 

there to stay, there would be a tremendous 
interest ... but there is a long way to go." 
 
(Writing by Margarita Antidze; editing by Gareth Jones 
and Catherine Evans) 
((margarita.antidze@thomsonreuters.com; 
+995322999370; Reuters Messaging: 
margarita.antidze.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

GCC-Gulf Cooperation Council 

Fitch Ratings: Most GCC Budget 

Positions Weakening on Lower Oil 

Prices  

05-Nov-2019  
Fitch Ratings-Hong Kong/London-November 
05: Headline fiscal balances will weaken 
across much of the Gulf Cooperation Council 
(GCC) in 2019 and 2020, maintaining pressure 
on sovereign and external balance sheets, 
Fitch Ratings says. Last year's fiscal policy 
loosening has been exacerbated by lower oil 
prices. 

We expect most GCC fiscal balances to worsen 
by 1-2pp of GDP this year under our assumption 
that Brent will average USD65/bbl, down from 
USD71.6/bbl in 2018. Interim 1H19 outturns 
show significantly narrower fiscal deficits in 
Bahrain, Oman and Saudi Arabia, and continued 
surpluses in Kuwait and Qatar. But this is mostly 

because of one-offs, such as Saudi Aramco's 
special dividend and asset sale proceeds in 
Oman, and the lagging impact of temporarily 
high oil prices on budgetary hydrocarbon 

revenues. 

Our full-year 2019 fiscal forecasts reflect lower 
average oil prices and higher spending, which is 
traditionally concentrated towards year-end. We 

estimate that a USD10/bbl change in oil prices 
affects government revenues by 2-4pp of GDP, 
depending on the country. 
Production volumes are also pressuring 

hydrocarbon revenues. All GCC countries except 
Qatar are committed to limiting production 
under the OPEC+ agreement until 1Q20, and 
Saudi Arabia has been significantly under-
producing. 
Lower oil prices limit policy space. We expect 

improvements in non-oil primary deficits relative 
to non-oil GDP in 2019 - indicating a tighter 
underlying fiscal stance - following last year's 
deterioration in most of the GCC. This also 
reflects recovering non-oil growth due to higher 
government spending. Bahrain and, to a lesser 
degree, Oman are pursuing expenditure 

restraint and Kuwait and Abu Dhabi are likely to 
under-execute their stimulus and development 
programmes. 
We expect Saudi Arabia and Qatar's budgeted 
spending increases to be realised, although 
Saudi Arabia's 2020 pre-budget statement on 
31 October projects significant under-
execution of spending and revenue this year, 
relative both to the original budget and Fitch's 

forecasts. 

Structural fiscal reforms this year include 
introducing VAT in Bahrain and excise tax in 
Oman and Qatar, and expanding existing taxes 
and levies in Saudi Arabia. But these will only 
partially offset lower oil prices and higher 
spending. 

Bahrain is the only GCC sovereign where we 
forecast the 2019 fiscal balance to improve. 

Bahrain is making the most progress on fiscal 
consolidation, with gradual implementation of its 
Fiscal Balance Plan helped by interest-free 
financing from GCC allies. The 1H19 deficit, 
excluding undisclosed off-budget spending, was 

about 3% of GDP, down from 4.5% in 1H18. 
Fiscal gains have come from non-oil revenue 
(mainly VAT) and expenditure cuts including a 
public sector early retirement scheme. 
We expect further improvements in non-oil 
primary balances in most GCC countries in 2020, 
but only in Bahrain and Oman is this likely to 

lead to narrower headline deficits. Even here 
lower oil prices will present challenges. These 
countries have the weakest balance sheets in 
the region and are under the most pressure to 
reform. 

Elsewhere, additional measures may be needed 

to avoid further deterioration next year under 
our baseline assumption that Brent will average 
USD62.5/bbl. Saudi Arabia's latest pre-budget 
statement sees the deficit rising to 6.5% of GDP 
from 4.7% in 2019 amid a 10% drop in revenue, 
even as the government seeks to respond with 
significant spending reductions. 

Output cuts may also be deepened or extended. 
This could have the biggest impact on Oman, 
whose medium-term fiscal adjustment strategy 
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appears most reliant on eventual increases in oil 

and gas production. 
Bahrain, Oman and Saudi Arabia need oil prices 
averaging above USD80/bbl to balance their 

budgets. Issuance and asset draw-downs to 
cover deficits will continue to increase debt and 
deplete sovereign net foreign assets. This 
contributed to our downgrade of Saudi Arabia to 

'A'/Stable in September, alongside rising 
geopolitical tensions. 
Erosion of fiscal and external positions has been 
a factor in downgrades in the GCC, particularly 
for Saudi Arabia, Bahrain and Oman, and 
remains a negative rating sensitivity in all GCC 

sovereigns. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@thefitchgroup.com. 
Copyright © 2019 by Fitch Ratings, Inc.,  
©Thomson Reuters 2019. All rights reserved. 
 
 

China 

China's local governments issue fewer 

bonds  

02-Nov-2019  
BEIJING, Nov. 2 (Xinhua) -- China has seen its 

local government bond issuance fall for two 

months in a row in October, with 150 billion 
yuan worth of bonds likely to be issued for the 
rest of the year, analysts said. 

The value of local government bonds issued in 
October totaled 96.46 billion yuan (about 13.78 
billion U.S. dollars), much lower than 219.6 
billion yuan in September and 569.5 billion yuan 
in August, according to the Ministry of Finance. 

In the first 10 months, local governments issued 
nearly 4.28 trillion yuan in bonds, including 2.53 
trillion yuan in special-purpose local government 
bonds aimed at providing financial support for 
public-interest projects. 
To further spur the economy, China has eased 
the restrictions on infrastructure construction 

financing, allowing local governments to use part 
of special-purpose bonds as project capital to 
support major national infrastructure projects. 
Local authorities were required to accelerate 
bond issuance and try to complete the annual 
bond quota earlier. 
By the end of October, about 99.43 percent of 

the annual bond quota or 3.04 trillion yuan 
worth of bonds have been issued. 

Liu Yu, an analyst on the fixed income research 

at Guosheng Securities, estimated that the value 
of government bonds to be issued for the rest of 
the year would be no higher than 150 billion 
yuan. 
Ming Ming, another analyst with CITIC 

Securities, foresaw a gradual boost from special-
purpose bonds to infrastructure construction. 
By Sept. 30, about 6.8 billion yuan of special-
purpose bonds have been used as project capital 
to support nine projects related to railways and 
airports. 

Local government bond issuance will gain 

traction again in the first quarter of next year, 
according to Liu.  
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

China's yuan, bonds temper rally as 

markets await trade, policy certainty  

06-Nov-2019  
• Onshore yuan ends onshore session at 
6.9987 per dollar 
• Strongest such closing level since Aug. 
2 
• Government bond futures higher but 
market cautious -trader 

• Equities retreat; SSEC down 0.43%, 
Hong Kong H-shares -0.15% 

By Andrew Galbraith 

SHANGHAI, Nov 6 (Reuters) - China's yuan and 

government debt futures rose on Wednesday, 
a day after a surge of optimism around trade 
talks between China and the United States 
pushed the local currency to three-month 
highs and a medium-term rate cut boosted 
bonds. 

But the moves on the day were restrained, 
suggesting that investors are waiting on further 
developments on trade talks, as well as more 
clarity on policy easing, analysts say. 
The onshore spot yuan opened at 6.9967 per 
dollar and spent the day hovering around the 
psychologically important 7-per-dollar level. It 

finished the trading session at 6.9987 per dollar, 
its strongest such close since Aug. 2. 
The rise in the onshore yuan on Wednesday 
came after the People's Bank of China (PBOC) 

set its daily reference rate for the currency's 
trading band at 7.0080, its strongest level since 

Aug. 8. 
In offshore trade, the yuan flickered between 
small gains and losses throughout the trading 
day. It was last changing hands at 6.9981 per 
dollar, stronger than the previous day's close of 
7.0017. 
Ken Cheung, chief Asian FX strategist at Mizuho 

Bank in Hong Kong, said the yuan's ability to 
sustain a break through the 7-per-dollar level 
remains to be seen. 
"In light of upbeat expectation for the phase one 
deal, the CNH and CNY will likely on and off 
trade below 7 handle, suggesting that the CNY 
of 7 level is no longer the key resistance level," 

he said in a note, adding that 6.98-per-dollar is 

a "more critical level to watch." 
Chinese and global markets took on a risk-on 
tone this week on growing signs that 
Washington and Beijing were edging closer to 
sealing a preliminary trade pact to roll back their 

bruising 16-month long tariff war. 
People familiar with the negotiations have told 
Reuters that China is pushing U.S. President 
Donald Trump to remove the Sept. 1 tariffs as 
part of a "phase one" U.S.-China trade deal, 
The optimism around a trade deal lifted the yuan 
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on Tuesday despite the PBOC cutting the 

interest rate on its one-year medium-term 
lending facility (MLF) loans, a closely watched 
policy lending rate, by five basis points. 
Market observers saw the small cut in the 
one-year MLF rate as a salve for the onshore 
bond market, which has been hit by a selloff 
in recent months amid worries that relatively 
high consumer inflation impeded Beijing's 
ability to ease policy despite slowing domestic 

growth and the protracted trade war. 

Chinese 10-year Treasury futures for December 
delivery, the most-traded contract, edged up 
0.09%. They had jumped 0.35% the previous 
day following the MLF cut.  
The yield on China's benchmark 10-year 
treasury bonds had risen nearly 30 basis points 

from September lows before the PBOC's latest 
MLF cut. The bonds yielded 3.264% on 
Wednesday, according to Refinitiv data, down 
about 4 basis points from Monday, before the 

cut was announced. 
A trader at an Asian bank in Shanghai said the 
rally in Chinese government bonds on Tuesday 

did not mean the market has shed its cautious 
stance.  
"The (MLF) cut was outside of market 
expectations, and the fall in yields yesterday 
mainly reflected short covering. The market is 
paying attention to whether there will be a cut in 
open market operation rates or the Loan Prime 

Rate," she said. 
Analysts at Bank of America Merrill Lynch 
cautioned that the MLF cut, and a likely 
reduction in the central bank's benchmark Loan 
Prime Rate (LPR) in November would have a 
limited impact. 

The LPR is linked to the MLF rate and is set on 
the 20th of each month. 

"The actual impact on driving down bank loan 
pricing and servicing the government mandate 
of lowering funding cost for corporates is likely 
to be quite limited. After all, the lower LPR only 
applies to the new loans, but the pricing of the 

existing loans is still based on the benchmark 
interest rates," they said. 
China's equity markets, which had risen for 
three consecutive sessions on the buoyant mood 
around trade talks, stepped back on Wednesday. 
The country's benchmark Shanghai Composite 
Index gave up early gains to end the day down 

0.43%. The blue-chip CSI300 index lost 0.45%. 
Hong Kong's Hang Seng was barely changed, up 
just 0.02%, while Hong Kong-listed H-shares 
finished 0.15% lower. 
 
(Reporting by Andrew Galbraith 
Editing by Shri Navaratnam) 
((Andrew.Galbraith@tr.com; +86 21 2083 0079; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net; 
Twitter: https://twitter.com/apgalbraith)) 
(c) Copyright Thomson Reuters 2019.  

 

 

China's local gov't bond issuance 

expected to increase in 2020  

06-Nov-2019  
BEIJING, Nov. 6 (Xinhua) -- China's local 

government bond issuance has neared the 
annual quota so far this year, with analysts 
predicting a larger issuance next year to 
provide fiscal support for economic growth. 

In the first 10 months of 2019, local 
governments issued nearly 4.28 trillion yuan 
(about 610.7 billion U.S. dollars) in bonds, 
according to the Ministry of Finance (MOF). 
In October alone, the value of local government 

bonds issued stood at 96.46 billion yuan. 
Issuance in October was at the lowest level 
this year after new bond issuance approached 
the annual quota, said Liu Yu, analyst with 
Guosheng Securities. 

As of the end of September, local governments 
had issued 3.04 trillion yuan of new bonds this 

year, accounting for 99.43 percent of the annual 

new bond quota, MOF data showed. 
China has accelerated local government bond 
issuance and expanded the new bond quota in 
recent years to finance infrastructure 
construction and shore up the economy. 
In the first 10 months, local government bonds 
mainly raised funds to support projects in such 

fields as transport infrastructure, environmental 
protection, old-age care and rural development, 
MOF data showed.  
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

Foreign holdings of Chinese bonds hit 

new high of 2.13 trln yuan in Oct  

08-Nov-2019  
SHANGHAI, Nov 8 (Reuters) - Offshore 

investors raised their holdings of Chinese 
yuan bonds to a new record in October as 

signs of easing tensions between China and 
the United States boosted the yuan, and as 
the phased inclusion of some Chinese bonds in 
global indexes continued. 

Foreigners held bonds traded on China's 
interbank market worth 2.13 trillion yuan ($305 
billion) at the end of October, an eighth 
consecutive record high, according to Reuters' 

calculations using data from the China Central 
Depository and Clearing Co and the Shanghai 
Clearing House. 
Interest was concentrated in Chinese 
government bonds, the data showed, which 
made up 59.09%, or 1.26 trillion yuan, of the 
total. That was also a record high. 

However, the pace of increase slowed from 
September in the holiday-shortened month. 

The China Foreign Exchange Trading System 
(CFETS) said in a post on its official WeChat 
account that foreign investors bought a net 50.3 
billion yuan worth of Chinese bonds last month 
through the China Bond Connect and China 
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Interbank Market Direct (CIBM Direct) channels. 

That was the smallest nominal increase in the 
five months for which CFETS has released data, 
and less than half the previous month's net 

increase. 
China's yuan strengthened 1.53% against the 
U.S. dollar in October, its quickest rate of 
appreciation since January. 

The Bloomberg Barclays Global Aggregate Index 
began a 20-month phased inclusion of Chinese 
government and policy-bank bonds in April, 
supporting foreign flows into the instruments. 
JPMorgan said in September that it would add 
Chinese government bonds to its emerging 

market local currency bond index from February 
2020. 
Rising foreign interest in Chinese investments 
has not been confined to fixed income. Offshore 
holdings of Chinese stocks rose to a record high 
by the end of the third quarter, data from the 
People's Bank of China showed. 

 
($1 = 6.9846 Chinese yuan) 
(Reporting by Andrew Galbraith 
Editing by Jacqueline Wong) 
((Andrew.Galbraith@tr.com; +86 21 2083 0079; 
Reuters Messaging: 
andrew.galbraith.thomsonreuters.com@reuters.net; 
Twitter: https://twitter.com/apgalbraith)) 
(c) Copyright Thomson Reuters 2019.  
 
 

China's new loans expected to fall in 

October but policy easing on track  

08-Nov-2019  

• Oct new loans seen at 800 bln yuan vs 
1.69 trln yuan in Sept 
• Oct M2 money supply growth seen at 
8.4% y/y vs 8.4% in Sept 
• Oct TSF seen at 1 trln yuan vs 2.27 trln 
yuan in Sept 
• Loans, money supply data due Nov 10-
15 

By Yawen Chen and Kevin Yao 

BEIJING, Nov 8 (Reuters) - China's new bank 

loans are expected to fall in October from the 
six-month high they reached in September, 
but the drop was probably caused by seasonal 
factors, as the central bank eases policy to 
prop up the slowing economy, a Reuters poll 
showed.  

Chinese banks are estimated to have issued 800 
billion yuan ($114.45 billion) in net new yuan 

loans last month, down 53% from 1.69 trillion 
yuan in September, when they reached their 
highest since March, according to the median 
estimate in a Reuters survey of 26 economists. 

The forecast would still beat the average 
October readings since the record began in 
November 2010, a Reuters analysis showed. 

Chinese bank lending in October usually retreats 
from a surge in September, partly because of a 
week-long National Day holiday in the first week 
of October. 
To boost bank lending, the People's Bank of 
China (PBOC) has pumped out trillions of yuan in 
liquidity by repeatedly cutting banks' reserve-

requirement ratios (since early 2018. But it has 

also been wary of rising debt and high property 
prices and looks increasingly reluctant to ease 
more aggressively. 

To boost credit and lower funding costs, the 
central cut the interest rate on its one-year 
medium-term lending facility loans on Tuesday 
for the first time since early 2016. 
Beijing has been leaning more heavily on 
fiscal stimulus to weather the current 
downturn, announcing 2 trillion yuan in tax 
and fee cuts and 2.15 trillion yuan in special 
local government bond issuance to finance 
infrastructure projects. 

Analysts say the challenge is more about 
boosting real investment demand and reviving 
business and consumer confidence as the U.S.-

China trade war drags on and domestic growth 
loses steam, hurting corporate profits. 
"Given strong growth headwinds, we expect 
Beijing to ramp up stimulus measures in coming 

quarters, with the scale of such stimulus largely 
contingent on the domestic growth slowdown 
and how US-China trade tensions unfold," 

Nomura analysts wrote in a note last week. 
They expect Beijing to use low-profile facilities 
such as the medium-term lending facility and 
targeted medium-term lending facility to provide 
enough funding for its stimulus package. They 
cited lower return on capital and surging 

inflation as barriers to bolder easing. 
More U.S. tariffs against China are set to take 
effect on Dec. 15, although they are expected to 
be scrapped as part of an interim agreement. 
China and the United States have agreed to roll 
back tariffs on each others' goods if a "phase 
one" trade deal is completed, officials from both 

sides said on Thursday. 
But analysts say continued credit support is 

needed, given the potential back and forth in 
trade talks. The plan to roll back tariffs has 
faced fierce internal opposition in the White 
House and from outside advisers to U.S. 
President Donald Trump, multiple sources 

familiar with the matter told Reuters. 
 
($1 = 6.9900 Chinese yuan renminbi) 
(Reporting by Yawen Chen and Kevin Yao; editing by 
Larry King) 
((yawen.chen@thomsonreuters.com; +86 10 5669 
2126; Follow me on Twitter 
https://twitter.com/ywchen1)) 
(c) Copyright Thomson Reuters 2019. 
 
 

India 

Moody's Changes India's Outlook to 

negative from stable  

07-Nov-2019  
Nov 7 (Reuters) - Moody's 
• Moody's changes India's outlook to 
negative from stable, affirms BAA2 ratings 

• Moody's says affirmed India's BAA2 
local-currency senior unsecured rating and its p-
2 other short-term local-currency rating 
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• Moody's also affirmed India's baa2 local-

currency senior unsecured rating and its p-2 
other short-term local-currency rating 
• Moody's says India's long-term foreign-

currency bond and bank deposit ceilings remain 
unchanged at baa1 and baa2, respectively 
• Moody's says decision to change India's 
outlook to negative reflects increasing risks that 

economic growth will remain materially lower 
than in past 
• Moody's says India's short-term foreign-
currency bond and bank deposit ceilings remain 
unchanged at prime-2 
• Moody's says India's long-term local 

currency bond and deposit ceilings remain 
unchanged at a1 
• Moody's says decision to change India's 
outlook partly reflects lower government, policy 
effectiveness at addressing economic, 
institutional weaknesses 
• Moody's says credit crunch among non-

bank financial institutions have increased the 
probability of a more entrenched slowdown in 
India 
• Moody's says does not expect India's 
credit crunch among NBFIS, major providers of 
retail loans in recent years, to be resolved 
quickly 

• Moody's says expects Indian government 
will face very significant constraints in narrowing 
general government budget deficit, preventing a 
rise in debt burden 
• Moody's says prolonged financial stress 
among rural households, weak job creation, also 

increased probability of a more entrenched 
slowdown in India 
• Moody's says prospects of further 
reforms in India that support business 

investment, growth at high levels & broaden 
narrow tax base, have diminished 
• Moody's says expects government's 

measures to provide support to economy, but 
it's unlikely to restore India's productivity & real 
GDP growth to previous rates 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
 
 

India Bonds Snap 3-Week Rise On 

Moody’s India Downgrade  

08-Nov-2019  
By Siddhi Nayak 
NewsRise 
MUMBAI (Nov 08) -- India government bonds 

fell for the first time in four weeks after 
Moody’s cut India's rating outlook to 
'negative' and as U.S. yields spiked amid 
hopes of a trade deal between the United 
States and China. 

The benchmark 6.45% bond maturing in 2029 
ended at 99.21 rupees, lowest since its issuance 
on Oct. 4, yielding 6.56%, in Mumbai, against 

99.59 rupees and a 6.51% yield yesterday. The 
yield on the 10-year note rose 11 basis points 
this week, the highest rise since the week ended 

Sep. 20. 

The 7.26% bond maturing in 2029 ended at 
103.40 rupees, yielding 6.75%, against 103.62 
rupees and a 6.72% yield at previous close. The 

Indian rupee ended at 71.29 to the dollar, down 
0.7% for the week. 
“Moody’s downgrade will put tremendous 
pressure on the federal government to miss its 

budgeted fiscal target by at least 20 basis 
points, and thereby lead to additional 
borrowing,” said Aneesh Shrivastava, chief 
investment officer at IDBI Federal Life Insurance 
Company. “Globally, the yield on the U.S. 10-
year note should stabilise around 2%, as U.S.-

China trade deal is likely, which will keep local 
bonds under pressure.” 
Moody's Investors Service today lowered India's 
ratings outlook to 'negative' from 'stable', citing 
increasing risks that growth in Asia's third-
largest economy will remain lower than in the 
past and on lower government and policy 

effectiveness at addressing long-standing 
economic and institutional weaknesses that have 
gradually pushed debt levels higher. 
India’s economic growth is widely expected to 
slow in the coming months, easing from a six-
year low of 5% in the April-June quarter. 
Nomura has lowered India’s GDP growth 

projections to 4.9% in 2019 and to 6.0% in 
2020. 
The downgrade comes at a time when bond 
market participants have been cautious over 
fears that New Delhi’s efforts to rev up 
economic growth will lead to a breach in the 
budgeted fiscal deficit target of 3.3% of gross 
domestic product. Moody’s projects a budget 
deficit of 3.7% of gross domestic product in 

the year through March 2020. 

Global safe-haven demand fell this week after 

China and the United States agreed to roll back 
tariffs if they complete the first phase of a trade 
deal. Concerns however persisted amid a 
Reuters report that the rollback was facing 
opposition in the White House. 
The yield on the U.S. 10-year yield rose 19 basis 

points this week, after falling seven basis points 
for the week ending Nov. 1. 
Investors await October’s retail inflation data on 
Nov. 13 for further cues. A Reuters’ poll pegs 
October’s print at 4.25%, up from the central 
bank’s medium-term inflation target of 4%. 

The nation’s rate-setting Monetary Policy 
Committee is widely expected to slash interest 
rates in December to help economic growth. The 
MPC has cut rates by 135 basis points since 
January. 

The benchmark Brent crude oil contract is on 
track for a second weekly decline amid lingering 

uncertainty over trade talks. The contract was 
down nearly 0.7% this week at $61.21 per 
barrel. India imports over 80% of its crude oil 
requirements. 
 
- By Siddhi Nayak; siddhi.nayak@newsrise.org; 91-22-
61353300 
- Edited By Sunil Nair 
- Send Feedback to feedback@NewsRise.org 
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- Copyright (c) 2019 NewsRise Financial Research & 
Information Services Pvt Ltd 
©Thomson Reuters 2019. All rights reserved. 
 
 

Indonesia 

Indonesia fin min says GDP slowdown 

hurts company profits, tax revenues  

04-Nov-2019  
Finance Minister Sri Mulyani Indrawati on 
Tuesday said slowing economic activity in the 
first nine months of 2019 had pressured 
company profits, especially in manufacturing 
and mining, hurting tax collection. 

Corporate tax and other taxes paid by 
manufacturing companies in January-September 

was down 3.2% on an annual basis to 245.61 
trillion rupiah ($17.53 billion), while mining 
firms' contribution to tax collection plunged 20% 

to 43.21 trillion rupiah in the same period, 
Indrawati told a parliamentary hearing. 
She estimated 2019 fiscal deficit to widen to 2% 
of gross domestic product (GDP) with an 

economic growth forecast of 5.08% for full-year 
2019. The budget originally assumes a 5.3% 
GDP growth this year. 
An official at the ministry last month said the 
2019 budget deficit may widen to 2%-2.2% of 
GDP. 

 
($1 = 14,010 rupiah) 
(Reporting by Maikel Jefriando 
Writing by Gayatri Suroyo) 
((gayatri.suroyo@thomsonreuters.com; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Indonesia raises 24.25 trillion from 

debt auction, above target  

05-Nov-2019  
JAKARTA, Nov 5 (Reuters) -  
• Indonesia raised 24.25 trillion rupiah 

($1.74 billion) in a bond auction on Tuesday, 
above an indicative target of 15 trillion 
rupiah, the financing and risk management 
office at the Finance Ministry said 

• The weighted average yields of the 

bonds were lower than yields of comparable 
bonds in the previous auction on October 22 
• Total incoming bids at Tuesday's auction 
were 67.97 trillion rupiah 
 
($1 = 13,965.0000 rupiah) 
(Reporting by Tabita Diela; Editing by Catherine 
Evans) 
((tabita.diela@thomsonreuters.com; 
+622129927621)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Indonesia Q3 current account deficit 

narrows to 2.7%  

08-Nov-2019  

JAKARTA, Nov 8 (Reuters) - Indonesia's 

current account deficit narrowed in the third 
quarter, data from the central bank showed 
on Friday. 

Southeast Asia's largest economy booked a $7.7 
billion current account deficit in the July-
September period, equivalent to 2.7% of gross 
domestic product (GDP), from a revised 2.9% 
gap in the previous quarter, Bank Indonesia 

said. 
The balance of payments, representing all 
transactions with foreign counterparts, posted a 
smaller deficit of $46 million in the third quarter, 
compared with $2 billion in the previous three 
months. 
 
(Reporting by Tabita Diela; Editing by Kim Coghill) 
((tabita.diela@thomsonreuters.com; 
+622129927621)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Israel 

Israel cuts ministry spending to fund 

police wages, social programmes  

04-Nov-2019  
JERUSALEM, Nov 4 (Reuters) - Israel's 

parliamentary finance committee on Monday 
approved budget cuts of more than 4 billion 
shekels ($1.1 billion) to fund higher police 
wages, social programmes and other planned 

projects. 

The move comes during a time of political 
uncertainty, with it unclear whether Prime 
Minister Benjamin Netanyahu or his political rival 
Benny Gantz will form a new government or if a 
new ballot will be needed after inconclusive 

elections in April and in September. 

Limited in power, Netanyahu’s caretaker 
government has been unable to rein in a budget 
hole, delaying a parliamentary vote of approval 
on next year’s budget into 2020. 
Israel's budget deficit stood at an annual rate 
of 3.3% in September, above a target of 
2.9%, but spending typically jumps in the last 
few months of the year and could push the 
deficit higher. 

In addition to various ministries' budgets being 
cut, funds will also come from unused 
government budgets from 2018.  
 
($1 = 3.5126 shekels) 
(Reporting by Steven Scheer 
Editing by Jeffrey Heller) 
((steven.scheer@thomsonreuters.com; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net; 
Twitter: https://twitter.com/StevenMScheer)) 
(c) Copyright Thomson Reuters 2019. 
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Jordan 

Jordan government resigns ahead of a 

reshuffle  

04-Nov-2019  
AMMAN, Nov 4 (Reuters) - Jordan's cabinet on 

Monday resigned ahead of a government 
reshuffle expected in the next few days, the 
state news agency said. 

Officials say the reshuffle will solidify Prime 
Minister Omar al-Razzaz’s mandate to accelerate 
economic reforms, seen as crucial to spur 

growth in the debt-ridden country. 
Razzaz was quoted by Petra state news agency 
as saying the move was needed "to face up to 
the challenges of the coming period".  
It was not clear how extensive the reshuffle 
would be but an official said it would not affect 

key portfolios, but focus on merging some 

ministries to cut waste and curb expenditure.  
Under an IMF austerity plan, Jordan must rein 
in spending to cut spiralling debt that stands 
at around $40 billion, equivalent to around 95 
percent of gross domestic product. 

Several government moves in recent months to 
raise the salaries of teachers and army retirees, 
while government revenues are falling, has 

further strained state coffers. 
King Abdullah appointed Razzaz in the summer 
of 2018 to defuse the biggest protests in years 
over tax hikes pushed by the International 
Monetary Fund (IMF) to reduce Jordan’s large 
public debt. 
Razzaz has sought to revive confidence in a 

country where many blame successive 
governments for failing to deliver on pledges to 

revive growth, which is stuck at around 2 
percent, cut waste and curb corruption. 
Jordan’s economy has also been hit by regional 
conflict, which has weighed on investor 

sentiment. 
 
(Reporting by Suleiman Al-Khalidi; Editing by Kevin 
Liffey) 
((suleiman.al-khalidi@thomsonreuters.com; +96279-
5521407)) 
(c) Copyright Thomson Reuters 2019.  
 
 

In major reshuffle, Jordan PM moves to 

push IMF-led economic reforms  

07-Nov-2019  
AMMAN, Nov 7 (Reuters) - Jordan's Prime 

Minister Omar al Razzaz reshuffled a large 
part of his cabinet on Thursday, appointing a 
former palace advisor as finance minister to 
push forward with a mandate for economic 
reforms intended to spur growth in the debt-

ridden country.  

The reshuffle was Razzaz's fourth since taking 
office almost a year and a half ago. It affected 
11 ministries in all but left other key 
incumbents, notably the foreign affairs and 
interior ministers, unchanged. 

As finance minister he brought in Mohammad Al 

Ississ, a Harvard-educated economist and 
former palace advisor, in place of Ezzedin 
Kanakriyah.  

Al Ississ, who had been serving as planning 
minister, will lead a team overseeing the three-
year economic programme agreed with the 
International Monetary Fund. It covers long-

delayed structural reforms and will seek to cut 
public debt to 77 percent of GDP by 2021 from 
94 percent now. 
Ayman Safadi, a long-time adviser to the royal 
family, who has been leading Jordan's talks with 
Washington over its Middle East policy, remains 

as foreign minister. 
 
(Reporting by Suleiman Al-Khalidi; editing by John 
Stonestreet) 
((suleiman.al-khalidi@thomsonreuters.com; +96279-
5521407)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon 

Moody's Downgrades Lebanon's Rating 

to Caa2, Maintains Review for 

Downgrade  

05-Nov-2019  

Nov 5 (Reuters) - Moody's: 
• Moody's says downgrades Lebanon's 
rating to CAA2, maintains review for 
downgrade 

• Moody's says widespread social 

protests, resignation of government, loss of 
investor confidence have undermined 
Lebanon's traditional funding model 

• Moody's says Lebanon's long-term 

foreign currency bond and deposit ceilings have 
been lowered to caa1 and caa3 
• Moody's says Lebanon's downgrade 
reflects increased likelihood of debt rescheduling 
or other liability management exercise that may 
constitute default 
• Moody's says intensification of crisis in 

Lebanon further undermines fragile financing 
model of government & economy, threatens 
macroeconomic instability 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
 
 

World Bank ready to support Lebanon, 

urges quick formation of new cabinet  

06-Nov-2019  
BEIRUT, Nov 6 (Reuters) - The World Bank said 

on Wednesday it stood ready to back a new 
Lebanese government, warning the country 

had no time to waste to tackle an emerging 
economic crisis worsening by the day. 

The bank called for the rapid formation of a new 
cabinet and said it expected a recession in 2019 
to be even more significant than an earlier 
projection of a 0.2% contraction in the economy.  
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A wave of massive protests across Lebanon 

against the ruling elite pushed Prime Minister 
Saad al-Hariri to resign last week, toppling his 
coalition cabinet. There has been no sign of 

progress towards agreeing a new government. 
The turmoil comes as Lebanon grapples with the 
worst economic and financial strains since the 
1975-90 civil war.  
The World Bank is among foreign donors who 
pledged billions of dollars in badly needed aid 
last year, as long as Lebanon's government 
enacts reforms it has long delayed. But with 
foreign allies not fully convinced, the money 
has yet to flow into the economy.  

"Lebanon does not have the luxury of time to 
waste to redress issues that need immediate 
attention," the World Bank said in a statement 

after its regional director, Saroj Kumar Jha, met 
Lebanese President Michel Aoun on Wednesday. 
"There is an urgent need to stop the emerging 
economic crisis."  

"We stand ready to extend all possible support 
to the new government that commits itself to 
good governance and creating opportunities for 

all Lebanese," it added. 
The proportion of Lebanese living in poverty 
could rise to 50% if economic conditions worsen, 
from about a third in 2018, the World Bank said. 
Unemployment, which already runs at 37% for 
the under 35s, could rise sharply.  

"With every passing day, the situation is 
becoming more acute and this would make 
recovery extremely challenging," Jha added.  
Aoun told the World Bank the next government 
would have competent ministers "of good 
reputation and far from suspicions of 
corruption", the president's office said after the 

meeting. 
PUBLIC ANGER 
Unrest erupted across Lebanon some three 
weeks ago amid a build-up of anger at rising 
costs of living, new tax plans and a ruling elite 
accused of rampant corruption.  

Demonstrators blame the political class, many of 
them sectarian civil war leaders, for plunging the 

country towards collapse after milking the state 
for decades. 
Hariri, who is aligned with Western and Gulf 
Arab states, remains in office in a caretaker 
capacity until political parties agree a new 
government. 
Aoun, an ally of the powerful, Iran-backed 

Hezbollah movement, has yet to begin official 
talks with MPs to designate a prime minister who 
would form the next cabinet.  
Crowds protested in front of ministries and state 

institutions on Wednesday in the capital Beirut, 
as well as parts of south and north Lebanon.  
"We came to show that we're in the protest 

squares no matter what the corrupt (authorities) 
do," Rasha Hijazi, a public school teacher, said 
at a protest in the southern city of Sidon, where 
teachers and students went on strike. 
"It is not important to lose our hours, our 
archaic curriculum...This is the real revolution 

that we are teaching." 
Lebanon has one of the world's highest public 

debt burdens at 150% of GDP. Political disputes 

in Lebanon and regional conflict have hit 
economic growth.  
With growth around zero percent, a slowdown in 

capital inflows has led to a scarcity of dollars and 
pressure on the pegged Lebanese pound.  
Moody's Investors Service downgraded 
Lebanon's rating to Caa2 on Tuesday, at the 

lower end of the "junk" grade bracket, citing the 
increased likelihood of a debt rescheduling it 
would classify as a default. 
Lebanon's issuer rating, which was lowered from 
Caa1, remained under review for downgrade, 
Moody's said. Moody's classifies Caa ratings as 

very high credit risk. 
 
(Reporting by Ellen Francis; Additional reporting by 
Reuters TV; Editing by Gareth Jones, Bernadette Baum 
and Alex Richardson) 
(c) Copyright Thomson Reuters 2019. 
 
 

Lebanon/United Arab Emirates 

UAE central bank: studying proposed 

projects in Lebanon  

03-Nov-2019  
ABU DHABI, Nov 3 (Reuters) - The United Arab 

Emirates' central bank said on Sunday it is 
studying projects for Lebanon that had been 

proposed an at investment forum in the 
capital Abu Dhabi last month. 

"We decided to study and recommend to the 
leadership in light of developments recently," 
Mubarak Rashid al-Mansouri told reporters when 
asked whether the UAE had given any aid to 
Lebanon since that country's prime minister 
visited last month. 

The central bank subsequently said in a 
statement sent to Reuters that the governor was 
referring to "the proposed projects during the 
UAE - Lebanon Investment Conference" that 
took place in October. 
Mansouri added he hoped the situation would 
improve in Lebanon, which is grappling with 

nationwide protests and its worst economic 
crisis since the 1975-90 civil war. 

Last month then Prime Minister Saad al-Hariri 
said the UAE had promised investments and 
financial aid to Lebanon but nothing 
materialised. 
Hariri, who has been traditionally backed by the 
West and Sunni Gulf Arab allies, resigned last 

week declaring he had hit a “dead end” in trying 
to resolve Lebanon's crisis. 

 
(Reporting by Stanley Carvalho 
Editing by Gerry Doyle and Peter Graff) 
((sylvia.westall@thomsonreuters.com; Dubai 
Newsroom +971 4453 6488; Reuters Messaging: 
sylvia.westall.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
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Malaysia 

Targets of Fiscal Deficits for 2019  

02-Nov-2019  
Minister of finance Malaysia  

Yb tuan lim guan eng  
Confidence that Malaysia's 2019 fiscal deficit 
target of rm52 billion or 3.4% of GDP will be 
achieved based not just on public 
performance but also assessment by investors 
and international credit ratings agencies. 

Malaysia's 2019 fiscal deficit target of RM52 
billion or 3.4% of GDP will be achieved based 
not just on public performance but also 

assessment by investors and international credit 
ratings agencies  
As shared previously through a statement dated 
26 September 2019, the Government plans its 
budget on a yearly basis. A proper analysis of 

month-by-month fiscal deficit must account for 

the yearly plan.  
The latest full-year plan estimates that the 
Government will raise RM135 billion worth of 
gross direct debt, and redeem RM83 billion. As 
a result, the net direct debt to be raised for 
the whole of 2019 is estimated to be RM52 

billion. This has been outlined in the 2019 
Budget as approved by the Parliament last year. 
Chart 1 shows the full year plan together with 

actual figures for the January-October 2019 
period and the projected figures for the 
November-December 2019 period.  
Status up to October 2019  

For the January-October 2019 period, the 
Government has raised RM121 billion worth of 
gross direct debt, comprising of RM51.5 billion 

Malaysian Government Securities (MGS), 
RM50.5 billion Malaysian Government 
Investment Issues (MGII), RM11.5 billion 
Treasury bills and RM7.5 billion worth of other 
instruments including the Samurai bond. 
Meanwhile, RM61.7 billion worth of direct debt 
has been redeemed during the same period. This 

is shown in Chart 1 above.  
Specifically for the month of October 2019, the 
Government has issued RM10.0 billion worth of 
direct debt. At the same time, the Government 
has redeemed RM11.8 billion worth of direct 
debt. Therefore, the net direct debt issued in 

October 2019 was -RM1.8 billion (Chart 2). 
Those claiming otherwise shows that they are 
either serial liars, ignorant or unable to read 
financial data accurately.  
Financing activities for November-December 
2019  

For the final 2 months of the year, the 
Government is expected to issue RM14.2 billion 

worth of gross direct debt, while will redeem 
RM21.6 billion worth of direct debt. Therefore, 
the net direct debt issuance for the period will be 
-RM7.4 billion. This is also shown in Chart 1.  
The Government's financing activities are 
proceeding as planned, as demonstrated by the 
actual issuance and redemption of the 

Government's direct debt. The Government has 

no intention to change its direct debt issuance 

and redemption plan for the rest of the year.  
Therefore, the Government is confident of 
meeting its 2019 fiscal deficit target of RM52 

billion or 3.4% of GDP, which is lower than the 
2018 fiscal deficit of RM53.4 billion or 3.7% of 
GDP (Chart 3). This confidence is shared by all 
the top three credit rating agencies, which have 

affirmed Malaysia's sovereign credit rating high 
at A- or A3 with a stable outlook since the new 
Pakatan Harapan government took over in 2018.  
This Government is committed towards greater 
transparency and will continue to disclose its full 
fiscal position fully  

 
(C) Copyright 2019 - Ministry of Finance of Malaysia 
©Thomson Reuters 2019. All rights reserved. 
 
 

Philippines 

Philippine Q3 GDP growth speeds up, 

rate cuts unlikely this year  

07-Nov-2019  
• Q3 GDP grows 6.2% y/y, beats 
forecasts  
• Economic pick-up driven by higher 
government spending  
• Low end of 2019 GDP target 
achievable - econ planning secretary  

By Karen Lema and Neil Jerome Morales 
MANILA, Nov 7 (Reuters) - The Philippine 

economy grew faster than expected in the 
third quarter fuelled by buoyant government 
spending and domestic demand, lowering the 
chances of more policy easing this year. 

Economists expect the growth rebound will give 
the central bank, which meets next week to 

review rates, more time to assess the impact of 
its previous cuts to the policy rate and banks' 
reserve requirements. 
Gross domestic product in the July-September 
quarter grew 6.2% from a year earlier, the 
statistics agency said on Thursday, exceeding 
the 6.0% median forecast in a Reuters poll, and 

the prior quarter's 5.5% growth.  
On a seasonally-adjusted basis, the economy 
grew 1.6% in the third quarter. 
The Philippines remains one of the fastest-
growing economies in Asia, but rising 
uncertainties, including ongoing U.S.-Sino 
trade tensions were major risks to the 
country's growth outlook. 

Economic Planning Secretary Ernesto Pernia told 

a news conference that meeting the bottom end 

of this year's 6%-7% official growth target was 
achievable as the government plans to speed up 
key infrastructure projects this year. 
The government's efforts to catch up with its 
expenditure plans, which were delayed by the 
approval of this year's budget, have paid off with 

public spending up 9.6% in the third quarter 
from last year, compared with 7.3% in the 
previous three months. 
Slowing inflation, which has allowed the central 
bank to reverse some of last year's policy 
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tightening, should also give domestic demand a 

boost and lift economic growth in the last 
quarter of the year, Pernia said. 
Manila's broader stock index and the Philippine 

peso barely moved after the data. 
CONSUMPTION, FARM OUTPUT 
Domestic demand, which accounts for just 
under 60% of the economy, grew 5.9% in 
July-September from a year earlier, faster 

than the previous quarter's 5.5%. 

Also contributing to the surprisingly solid growth 
in the third quarter was a strong rebound in 
farm output, which climbed 3.1% during the 
period, up from 0.8% in the prior quarter. 
Pernia said the economy would need to expand 
by at least 6.7% in the final quarter to meet at 

least the bottom end of the growth goal. 
Exports struggled amid trade war risks with 
growth slowing sharply to 0.2% in the third 
quarter from 4.8% in the June quarter, while 
imports posted no growth during the period. 

Capital formation also shrank in the third quarter 
although at a slower pace of 2.1%, weighed 

down by the 9.1% contraction in investments in 
durable equipment, which Pernia said should 
reverse as lower borrowing costs encourage 
investments.  
But Capital Economics Asia economist Alex 
Holmes is sceptical the growth rebound can be 
sustained. 

"We don't think Q3's strong figures mark the 
start of a sustained rebound. On the plus side, 
consumption should continue to grow at a 
decent rate, helped in part by a sharp slowdown 
in inflation, which will have boosted consumers' 
purchasing power," Holmes said in a research 

note.  
While Holmes believes there will be no more 

policy easing this year, he expects the central 
bank will resume cutting interest rates next 
year, possibly by another 50 basis points. 
The central bank slashed its benchmark interest 
rate thrice this year by a total of 75 basis points 

to 4.0% and reduced the reserve requirement 
ratio (RRR) by 400 basis points to 14%. 
Bangko Sentral ng Pilipinas Governor Benjamin 
Diokno said the central bank's policy stance is 
"appropriate" after the data was released. 
The central bank has two more policy meetings 
this year, one on Nov. 14 and the next on Dec. 

12.  
 
(Editing by Jacqueline Wong) 
((karen.lema@thomsonreuters.com; +632 841-8938)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Saudi Arabia 

Saudi deficit contained in Q3 despite 

25% oil revenue drop   

06-Nov-2019  
DUBAI, Nov 6 (Reuters) - Saudi Arabia posted 

a fiscal deficit of 32.1 billion riyals ($8.56 
billion) in the third quarter this year, a big 
jump from the 7.3 billion riyals during the 

same period last year but 4% less than the 
previous quarter. 

The finances of the Gulf state, the world's 
largest oil exporter, have been hurt this year 

because of low crude prices and OPEC-led 
production cuts. 
Oil revenues dropped to 131.8 billion riyals from 
174.9 billion riyals the previous quarter, a 
24.6% drop, a statement issued by the Saudi 

ministry of finance showed. 
The drop follows attacks on Saudi oil plants in 
September which initially halved the kingdom's 
oil production but which, Saudi Arabia’s Finance 
Minister said in September, had "zero" impact on 
government revenues. 

"The fiscal data for 3Q point to a relatively 
limited impact from the attacks on Saudi 
Arabia’s oil facilities in Abqaiq and Khurais in 
mid-September," Monica Malik, chief economist 
at Abu Dhabi Commercial Bank, said in a note. 
"Whilst government revenue did fall on a 

quarterly basis … we believe that this was also 

partly a result of the lower average oil price and 
the targeted production cuts aimed at balancing 
the oil market." 
Saudi Arabia told OPEC its oil production in 
September fell by 660,000 barrels per day (bpd) 
compared with August to 9.13 million bpd in the 
wake of the attacks. 

The revenue drop was partly offset by a 
decrease in government expenditure, which 
dropped 18% from the second quarter to 239.4 
billion riyals. 
Non-oil revenues dropped 12.2% quarter-on-
quarter to 75.4 billion riyals. 

Riyadh, which aims to balance its budget by 
2023, expects its deficit to widen to 187 billion 
riyals, or 6.5% of gross domestic product (GDP), 

next year, from a projected 131 billion this year, 
or 4.7% of GDP, the finance minister said last 
week. 
In the year to September, it had a deficit of 37.8 

billion riyals, meaning in the fourth quarter it is 
expected to post a deficit of over 90 billion 
riyals. 
 
($1 = 3.7501 riyals) 
(Reporting by Davide Barbuscia; 
Editing by Andrew Cawthorne) 
((Davide.Barbuscia@thomsonreuters.com; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Korea 

S. Korea's sovereign credit risk hits 

12.5-year low  

06-Nov-2019  
SEOUL, Nov. 6 (Xinhua) -- South Korea's 

sovereign credit risk hit the lowest in about 
12 and a half years, the Ministry of Economy 
and Finance said Wednesday. 

Premium on the credit default swap, which 
measures credit risks on the five-year 
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government bonds, was 27 basis points as of 

Tuesday, marking the lowest since April 30, 
2007. 
The credit risk retreated to 36 basis points last 

year amid the improved inter-Korean relations, 
before falling to the current level on 
expectations to resolve the global trade dispute. 
South Korea's credit risk was higher than the 

United States' 15 basis points, Japan's 21 basis 
points and Britain's 25 basis points, but it was 
lower than India's 69 basis points.  
 
Enditem 
Copyright (c) 2019 Xinhua News Agency 
©Thomson Reuters 2019. All rights reserved.  
 
 

S&P Says South Korea 'AA/A-1+' 

Ratings Affirmed; Outlook Stable  

06-Nov-2019  
Nov 6 (Reuters) - S&P Global Ratings: 
• S&P says South Korea 'AA/A-1+' 
ratings affirmed; outlook stable 

• S&P says stable outlook reflects that 
geopolitical risks in Korean peninsula will not 
escalate to hurt Korea's economic fundamentals 
over next 2 years 
• S&P- south Korea's ratings reflect 
favorable policy environment, sound fiscal 
position, ample monetary flexibility, solid net 

external creditor position 
 
((Reuters.Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Bonds yields-Oct tally Bond yields soar 

in Oct. despite key rate cut  

08-Nov-2019  
Bonds yields-Oct tally 
Bond yields soar in Oct. despite key rate cut 
SEOUL, Nov. 8 (Yonhap) -- Yields on South 

Korean state bonds jumped in October from 
the previous month despite a cut in the 

country's benchmark interest rate, data 
showed Friday. 

The yield on three-year Treasurys came to 1.466 
percent at the end of October, up 16.90 basis 
points from a month earlier, according to the 
data from the Korea Financial Investment 
Association. 
The return on the benchmark five-year 

government bonds shot up 23.1 basis points 
to 1.583 percent, with other longer-dated 
Treasurys surging as well. 

A basis point is 0.01 percentage point. Bond 
yields move inversely to prices, and lower 
returns mean weaker demand. 
"Despite the key rate cut, yields on government 
bonds rose sharply on risk appetite stemming 

from eased external uncertainty and progress in 
U.S.-China trade talks," the association said. 
In mid-October, the Bank of Korea slashed its 
policy rate by a quarter percentage point to a 
record low of 1.25 percent amid economic 
headwinds facing Asia's fourth-largest economy, 

including low inflation and a steady fall in 

exports. 
Washington and Beijing agreed on a "small trade 
deal" in mid-October as part of efforts to resolve 

their drawn-out trade dispute. 
The data also showed foreign investors held 
127.1 trillion won (US$110 billion) worth of 
outstanding South Korean bonds as of end-

October, 51.5 billion won lower than a month 
earlier. 
Bond sales in South Korea amounted to 63.7 
trillion won in October, up 10.8 trillion won from 
the previous month. The amount of outstanding 
bonds reached 2,013.7 trillion won as of end-

October, marking the first time that the end-of-
month figure has breached the 2,000 trillion-
won mark. 
The value of bonds traded over the counter 
stood at 384.1 trillion won last month, up 17.2 
trillion won from September, but the daily 
turnover fell by 1 trillion won to 18.3 trillion 

won. 
 
Copyright (c) 2019 Yonhap News Agency 
©Thomson Reuters 2019. All rights reserved. 
 
 

Sri Lanka 

IMF approves release of $164 mln 

tranche to Sri Lanka, urges discipline  

02-Nov-2019  
COLOMBO, Nov 2 (Reuters) - The International 

Monetary Fund (IMF) approved the release of 
sixth tranche of a $1.5 billion loan programme 

for Sri Lanka, while urging authorities to show 
fiscal discipline as the island nation heads into 
a presidential poll later this month. 

The main candidates contesting the Nov. 16 
election have made campaign promises to voters 
including tax cuts. 
Sri Lanka will receive $164 million from the sixth 
tranche, leaving $190 still to be disbursed under 

the terms of the loan programme signed in June, 
2016. 
"Sustaining policy discipline remains critical 
to strengthen resilience and support strong 
and inclusive growth," Mitsuhiro Furusawa, 
Deputy Managing Director and Acting Chair of 
the IMF Board said in a statement issued late 
Friday. 

"Mobilizing revenue will be central to place 

public debt on a downward path while preserving 
space for social and investment spending." 
It said sustained efforts to mobilize revenues will 

be needed next year to place public debt on a 
downward path, while preserving space for 
critical social and investment spending. 
The global lender also said Sri Lanka's economy 

is gradually recovering from the impact of the 
Easter Sunday terrorist attacks, claimed by 
Islamist Militants, that killed more than 250 
people. 
The IMF has already cut the growth projection 
for Sri Lanka to a near two-decade low of 2.7% 

this year and 3.5 % next year. 
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(Reporting by Shihar Aneez and Ranga Sirilal; Editing 
by Simon Cameron-Moore) 
((ranga.sirilal@thomsonreuters.com; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net; 
www.twitter.com/rangaba)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Taiwan 

Taiwan Province of China: MOF Issues 

2-Year Central Government Bond  

06-Nov-2019  
The Ministry of Finance has commissioned the 
Central Bank of the Republic of China to 
auction on November 19, 2019 the Central 
Government Bonds in accordance with the 
2019 Plan for Issuance of Central Government 

Bonds. The 2-year bonds totaling 20 billion New 

Taiwan dollars (same currency applies 
hereinafter) will be issued on November 22, 
2019, and the maturity date will be November 
22, 2021. 
According to the National Treasury 
Administration of the Ministry of Finance, only 
Central Government Bonds dealers are 

allowed to take part in the auction this time. 
Since 2014, the minimum bid-winning amount of 
each Central Government Bonds dealer has been 
set at 0.3% of the Central Government Bonds 
issued in the previous year. In 2018, the total 
amount of Central Government Bonds issued 
was 347.3014 billion dollars, with 100 million 
dollars per unit and rounding applied. In order to 

maintain the bidding mechanism, it is specified 
that the bids won by each Central Government 

Bonds dealer in the entire year may not be less 
than one billion dollars in 2019. 
Individuals and institutional investors need to 
submit bids through Central Government Bonds 

dealers. Auctions of Central Government Bonds 
will be conducted through competitive bidding. 
The bid showing the lowest under the 
established minimum yield rate by the largest 
margin will be given priority. Settlement amount 
for each successful bidder is calculated by 
equivalent price of the highest accepted rate of 

the auction. 
 
Copyright (c) 2019 Euclid Infotech Pvt Ltd. 
©Thomson Reuters 2019. All rights reserved. 
 
 

United Arab Emirates 

UAE planning to sell debut federal 

bonds in 2020   

04-Nov-2019  
DUBAI, Nov 4 (Reuters) - The United Arab 

Emirates (UAE) is planning to sell federal 

bonds for the first time in 2020, a government 
official told news channel Al Arabiya on 
Monday. 

The country last year issued a law permitting the 

federal government to begin issuing sovereign 
debt, which is usually sold by individual 
emirates. 
The bonds would be "for the achievement of 
certain goals for the UAE, and the proceeds 
are not used to fund the budget, except in 
certain capital projects," said Younis Haji al 
Khoori, undersecretary at the ministry of 
finance. 

"Right now, we are preparing for a credit 
evaluation for the country, and after the 
evaluation we will meet with banks to choose 
some, either local or international, to help the 
ministry with the first issuance, and we expect 
the federal issuances to start in 2020." 
Earlier this year Emirates Development Bank, 

owned by the UAE federal government, sold 
$750 million in bonds, becoming the first federal 
entity to tap the international capital markets 
under the new debt law. 

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

EUROPE 

 

Albania 

Albania expects economic growth to 

rise to 4.1% next year  

08-Nov-2019  

By Benet Koleka 

TIRANA, Nov 8 (Reuters) - Albania's draft 

budget for 2020 assumes economic growth of 
4.1% next year and a fiscal deficit of 1.6% of 
GDP, the narrowest in two decades, Finance 
and Economy Minister Anila Denaj said on 
Friday. 

The government is due to submit its 2020 
budget to parliament before the end of this 
month. 

On Monday Denaj cut her economic growth 
forecast for this year to 3.4% from 4.3% 
previously. The government expects a fiscal 
deficit of 1.9% of GDP this year. 
Speaking to parliament's economy commission, 
Denaj said the government aimed for GDP 

growth of 4.5% in both 2021 and 2022. 
Government revenue in the 2020 budget was 
forecast at 502.6 billion leke ($4.51 billion), 
or 28% of gross domestic product, Denaj said, 
up 6.2% from the estimate for 2019. 

Public expenditure for 2020 was forecast at 532 
billion leke, about 29.7% of GDP and up by 
5.1% over 2019, Denaj said. 
The government would keep focusing on fiscal 

consolidation to lower public debt, Denaj said, 
aiming to bring it to 62.2% of GDP in 2020, 60% 
in 2021 and 57% in 2022. 
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The International Monetary Fund (IMF), which 

checks Albanian finances regularly, estimates 
debt to be at least two percentage points higher 
than official figures reported by the Albanian 

authorities. 
The 2020 budget earmarked $25.12 million 
more than in 2019 for defence to help military 
spending reach 2% of GDP by 2024 in line with 

Albania's promises to its NATO partners, Denaj 
said. 
 
($1 = 111.4800 leke) 
(Reporting by Benet Koleka; Editing by Susan Fenton) 
((benet.koleka@thomsonreuters.com; +355 44 50 48 
78; Reuters Messaging: 
Benet.Koleka.reuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Belarus 

Belarus to spend $500 mln of finance 

ministry reserves on 2020 debt 

repayments  

05-Nov-2019  
MINSK, Nov 5 (Reuters) - Belarus plans to 

channel $500 million from the finance 
ministry's reserves towards external debt 
repayments next year, Finance Minister 
Maxim Yermolovich said on Tuesday.  

Minsk is expected to spend $2.6 billion on 
foreign currency debt payments next year.  

 
(Reporting by Andrey Makhovksy; Writing by 
Alexander Marrow; Editing by Catherine Evans) 
((alexander.marrow@thomsonreuters.com; +7 495 
775 1242)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Croatia 

Croatia plans to cut public debt to 

below 70%/GDP in 2020  

04-Nov-2019  
ZAGREB (Croatia), November 4 (SeeNews) - 
Croatia's plans to reduce public debt ratio to 
less than 70% of gross domestic product 

(GDP) by the end of 2020, from close to 75% 
at the end of 2018, finance minister Zdravko 
Maric has said. 

By the end of this year, the public debt-to-GDP 
ratio will drop to 71.3%, Maric said in a 
statement last week. 
He added that by the end of 2020, Croatia, 
which has launched its bid to join the euro, 
will move close to the 60%/GDP threshold set 

by the Maastricht criteria for Eurozone 
countries. 

Last month, the World Bank said Croatia's public 
debt could further decline to 64.6% of GDP by 
end-2021 from 67.5% expected at end-2020 
and 70.4% of GDP at the end of the this year. 
According to the latest data available from 
Croatia's statistical office, the consolidated 

general government debt stood at 286 billion 

kuna ($42.8 billion/38.4 billion euro), or 74.8% 
of GDP, at the end of 2018. 
In July, the Croatian authorities sent a letter of 

intent to join the European Exchange Rate 
Mechanism II (ERM II), the first formal step 
towards adopting the euro. The government 
hopes that Croatia will join ERM II in about a 

year, while the whole process of joining the euro 
area is expected to take at least four years to 
complete, including the two-year mandatory 
stay in ERM II. 
 
(1 euro = 7.45110 kuna) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Czech Republic 

Czech finance ministry sees fiscal 

surplus remaining in 2020  

07-Nov-2019  
PRAGUE, Nov 7 (Reuters) - The Czech Finance 

Ministry sees slower growth in 2020 but the 
public sector balance should remain in 
surplus, the ministry said in an update to its 
macroeconomic predictions on Thursday. 

Gross domestic product should grow by 2.0% 
next year, compared to the ministry's previous 

forecast of 2.2% in a July outlook. 
The ministry also sees public finance surplus of 
0.1% of GDP in 2020, compared to a deficit of 
0.2% seen in its convergence program released 
in April. 
The ministry released the following update of its 
macroeconomic forecasts for 2019-2022. 

Previous forecasts are in brackets. 
 
(Reporting by Mirka Krufova; Editing by Robert Muller) 
((prague.newsroom@thomsonreuters.com) (+420 224 
190 477) (Reuters Messaging: 
mirka.krufova.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Hungary 

Hungary posts 271.8 billion forint 

October budget deficit  

08-Nov-2019  
BUDAPEST, Nov 8 (Reuters) - Hungary posted a 

budget deficit of 271.8 billion forints ($899.58 
million) in October, widening the shortfall to 
575.4 billion forints for the January-October 
period, the Finance Ministry said on Friday. 

Even so, the ten-month deficit reached just over 
half the full-year target, the ministry said, 
adding that its 2019 deficit target worth 1.8% of 
gross domestic product was still reachable. 
 
($1 = 302.14 forints) 
(Reporting by Gergely Szakacs and Krisztina Than) 
((gergely.szakacs@reuters.com; 
https://twitter.com/szakacsg; +36 1 8823606; 
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https://www.reuters.com/journalists/gergely-
szakacs)) 
(c) Copyright Thomson Reuters 2019. 
 
 

North Macedonia 

North Macedonia sells 1.2 bln denars 

(19.4 mln euro) of 15-yr  

05-Nov-2019  
SKOPJE (North Macedonia), November 5 

(SeeNews) – North Macedonia's finance 
ministry raised 1.2 billion denars ($21.6 
million/19.4 million euro) from the sale of 
fifteen-year Treasury notes at an auction, in 
line with plan, the country's central bank said 
on Tuesday. 

The central bank 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 = 61.05 denars) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Poland 

Poland approves pension reform, 

boosts state coffers  

06-Nov-2019  
WARSAW, Nov 6 (Reuters) - Poland's 

government on Wednesday approved a 
transfer of all state-guaranteed private 
pension funds to individual retirement 
accounts, in a move that will add 19.3 billion 
zloty ($5.01 billion) to state coffers strained 
by hefty social handouts. 

The ruling nationalist Law and Justice (PiS) party 

has long planned to change the system under 
which the assets are managed by state-
guaranteed private pension funds, called OFE, 
many of which are owned by foreign managers 
such as MetLife, NN Group or Aviva. 
Pension savings are a ticking time-bomb in 

Poland. It has one of the lowest birth rates in 
the European Union and faces a mounting 
burden of paying out state pensions to people 
who did not save enough under communism. 
The plan approved by the government 
assumes that all the assets managed by OFE - 
a total of 155 billion zlotys - will be 
transferred to 15.8 million individual 
retirement accounts. 

"Such a system will create a basis for savings for 
the late years of life, and will contribute to 
building a safe and stable pension system, and 
consequently increase pension payouts," the 
government said, adding that one effect of the 
measure would be an increase in long-term 
savings.  

Pensions will be paid out from both the private 
retirement accounts and from the country's 

social insurance institution. 

Poles' private pension money will be transferred 
by default to individual retirement accounts at a 
15% fee, unless workers actively express a will 

to move the money to state social insurer. 
The government assumes that 80% of workers' 
money will be transferred to private retirement 
accounts. According to central bank calculations, 

it would give the state 19.3 billion zlotys. 
CAMPAIGN PROMISE 
Analysts have said that this cash injection will 
help the government to balance the budget, 
despite hefty social handouts offered to 
voters before May and October 2019 elections 
won by the PiS. The cash injection may also 
help the government to scrap a plan to 
effectively increase pension premiums paid by 

high earners as of next year. 

"There will be no real change for an average 
Pole, but the government will get money to 
finance 13th pension next year," said Karol 

Pogorzelski, senior economist with ING Bank. 
He was referring to an election campaign 
promise made to pensioners by the PiS earlier 
this year, in which the PiS vowed that if it won 

the parliamentary election then next year it 
would pay them a bonus called the 13th 
pension. The PiS won. 
"According to government, the goal of the 
reform was to restore privacy to these funds, 
but I think that the main goal is to provide 

income to the budget in a short term," said 
Krystian Jaworski, Credit Agricole's senior 
economist. 
The government spokesman was not 
immediately available for comment. 
Under current law, the state insurance institution 
collects most mandatory contributions from 

employees, equivalent to 19.5 percent of pre-tax 

earnings, and a smaller chunk is paid into OFE. 
The vast majority of the assets managed by OFE 
are shares in companies listed on the Warsaw 
Stock Exchange. 
 
($1 = 3.8501 zlotys) 

(Reporting by Marcin Goclowski and Agnieszka 
Barteczko, Editing by William Maclean) 
((marcin.goclowski@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Romania 

Romanian central bank lowers inflation 

forecasts, warns of fiscal risks  

08-Nov-2019  
BUCHAREST, Nov 8 (Reuters) - Romania's 

central bank has revised downward its 
inflation forecasts for this year and next and 
Governor Mugur Isarescu said the widening 
fiscal and current account deficits were a 
pressing problem. 

The bank now expects inflation to end 2019 at 
3.8%, down from 4.2% previously, and Isarescu 
said that if international oil prices kept falling it 
could even re-enter its 1.5-3.5% target. 
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Policymakers expect inflation at 3.1% at the end 

of 2020, from a previous forecast of 3.4%. 
The bank last hiked its benchmark interest rate 
in May 2018 and has since adjusted policy by 

controlling money market liquidity, wary about 
further upsetting an external shortfall estimated 
at around 5% of GDP this year. 
Expansionary fiscal and wage policies over the 

last three years by a former Social Democrat-led 
government have ballooned the European Union 
state's twin deficits, weighing on assets. 
The European Commission said this week that 
without corrective measures Romania's 
budget deficit would jump from 3.6% this 
year to 4.4% in 2020 and 6.1% in 2021, 
fuelled in large part by already approved 
annual double-digit hikes in state pensions. 

"Our problem is fiscal," Isarescu said. "Such a 
deficit level cannot be taken into account, such a 
level would be reached only if we didn't to 
anything to counter it." 

Isarescu reiterated calls on the new centrist 
minority cabinet of Prime Minister Ludovic Orban 
to contain and gradually adjust the deficit, to 

prevent triggering economic shocks. 
"It is difficult to exist a pro-cyclical phase," he 
said. "I am optimistic that solutions will be 
found."  
A long election cycle was also complicating 
policymaking, with a presidential election kicking 

off on Sunday and local and parliamentary 
elections in 2020.  
The Romanian leu was flat against the euro on 
Friday, and was mostly stable in recent months 
despite a government collapse. Isarescu said the 
currency's relative stability was also helped by 
Romanian interest rates edging slightly above 

those of its regional peers. 
However, the currency was down 2.3% overall 

this year, central and eastern Europe's second 
worst performer after the Hungarian forint.  
 
(Reporting by Luiza Ilie; Editing by Angus MacSwan) 
((luiza.ilie@thomsonreuters.com; +4021 527 0312; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Romania PM wants to correlate 

govt/cenbank policies  

08-Nov-2019  
BUCHAREST, Nov 8 (Reuters) - Romania's 

centrist government wants to correlate its 
policies with those of the central bank, Prime 
Minister Ludovic Orban said on Friday, after 
meeting Governor Mugur Isarescu. 

"We aim to have a constant dialogue, 
permanently inform (the central bank) in 
advance on our cabinet's tax, budgetary and 
public investment plans," Orban told reporters. 

The central bank has repeatedly said that 
Romania needs a coherent macroeconomic 
policy mix - which economists said the previous 
Social Democrat government had failed to 
implement.  
 

(Reporting by Radu Marinas) 
((radu.marinas@thomsonreuters.com; +40 21 527 04 
33; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 

 
 

Serbia 

Serbia's government passes 2020 draft 

budget with small deficit  

02-Nov-2019  
BELGRADE, Nov 2 (Reuters) - Serbia's 

government on Saturday passed a draft 2020 
budget envisaging a deficit of 20.2 billion 
Serbian dinars ($192.40 million), or 0.3% of 
gross domestic product, below its 
International Monetary Fund target, the 
finance minister said. 

Sinisa Mali said the budget was based on a 
growth projection of 4% in 2020, up from 

around 3.5% this year. 
Belgrade and the IMF had agreed that the 
spending plan for the next year would target 
an overall fiscal deficit of 0.5% of GDP, 
unchanged from this year.  

Mali said the revenues were expected at 1.314 
trillion dinars, while spending is seen at 1.345 

trillion dinars. 
The Serbian government said last week it was 
ready to raise wages in the public sector at the 
end of this year and pensions in 2020, on the 
back of favourable fiscal revenues and in line 
with a non-financial arrangement with the IMF. 

The government forecasts 2020 public debt at 
50.3% of GDP. 
As the ruling coalition led by the Progressive 
Party of country's President Aleksandar Vucic 

enjoys a comfortable majority in the 250-seat 
parliament, a vote on the budget expected later 
this month is considered a formality. 

 
(Reporting by Maja Zuvela; 
Editing by Alison Williams) 
((maja.zuvela@thomsonreuters.com; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Serbia sells 550 mln euro of 10-yr T-

notes, to be listed on London Stock 

Exchange  

06-Nov-2019  
BELGRADE (Serbia), November 6 (SeeNews) - 

Serbia has sold 550 million euro ($610 
million) worth of ten-year Treasury notes, to 
be listed on the London Stock Exchange (LSE), 

the finance ministry said. 

The T-notes were added to a 1.0 billion euro 
issue of government securities first auctioned in 
June and were sold at an average yield of 
1.25%, down by 37 basis points, the finance 
ministry said in a statement on Tuesday. 
Demand reached 1.7 billion euro, three times 

more than the offer. 
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"After issuing a 1 billion euro bond in June this 

year when investor interest was also significantly 
higher than the offer, we decided to once again 
take advantage of the very favourable conditions 

on the international market and expand the 
volume of the issue by an additional 550 million 
euro," finance minister Sinisa Mali said in the 
statement. 
On June 19, the government issued euro-
denominated government securities on the 
international capital market to finance the 
early redemption of $1.1 billion of US dollar-
denominated Eurobonds. 

In this way, Serbia has saved over 3.8 billion 
dinars ($36 million/32 million euro) in interest 
payments alone on two issues of US dollar-
denominated notes, placed in 2011 and 2013 

and maturing in 2020 and 2021, respectively. 
 
($ = 0.901556 euro) 
Copyright 2019 SeeNews. All rights reserved. 
©Thomson Reuters 2019. All rights reserved. 
 
 

Slovakia 

Fitch Affirms Slovakia at 'A+' Outlook 

Stable  

08-Nov-2019  
Nov 8 (Reuters) -  
• Fitch affirms Slovakia at 'A+'; outlook 
stable 

• Fitch ratings has affirmed Slovakia's 
long-term foreign-currency issuer default rating 
(IDR) at 'A+' with a 'stable' outlook 
• Fitch says near-term risks to Slovakia's 
auto manufacturing sector, including linkages 
with German supply chain, Brexit, threat of U.S. 

Tariffs, appear manageable 
 
(Reuters.Briefs@thomsonreuters.com) 
(c) Copyright Thomson Reuters 2019. 
 
 

Ukraine 

Ukraine moving quickly towards new 

IMF loan programme: finance minister  

05-Nov-2019  
KIEV, Nov 5 (Reuters) - Ukraine is moving 

quickly towards agreeing a new three-year 

loan programme with the International 
Monetary Fund, Finance Minister Oksana 
Markarova told reporters on Tuesday, denying 
suggestions that talks for a new deal had 
stalled.  

Speaking at the same briefing, Prime Minister 
Oleksiy Honcharuk said the government 
expected to receive 12 billion hryvnias ($485 
million) next year from selling state-owned 

firms, and that it would do everything to bring 
down inflation. 
 
($1 = 24.7145 hryvnias) 
(Reporting by Natalia Zinets; Writing by Matthias 

Williams; Editing by Alex Richardson) 
((matthias.williams@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2019. 
 

LATIN AMERICA AND 
CARIBBEAN 

 

Argentina 

Argentina's Fernandez says debt is a 

problem that must be resolved  

05-Nov-2019  
MEXICO CITY, Nov 4 (Reuters) - Argentina's 

debt is a problem that the incoming 
administration must resolve, its president-

elect, Alberto Fernandez, said on Monday, 
during a news conference in Mexico. 

Speaking on his first overseas trip as the next 

president of the South American nation, 
Fernandez criticized the debt load his 
administration will inherit.  
"The speed with which debt was taken on and 
the characteristics of the debt were impressive, 

because the debt is very large and it must be 
met in the very short term," he said. 
"That is what we have to try to solve." 
Argentina shoulders about $100 billion in 
sovereign debt. 
The center-left Fernandez also had choice words 

for the International Monetary Fund, which he 
said was partly to blame for Argentina's 
economic woes. 
The multilateral financial organization extended 
a credit line of $57 billion to the recession- and 
inflation-racked country last year, when a run on 

the peso currency sparked concerns about a 

possible sovereign bond default. 
"As we have said over and over again, the 
International Monetary Fund is also responsible 
for what is happening in Argentina, and we don't 
like the monetary fund," Fernandez said. 
The IMF deal, negotiated with outgoing President 
Mauricio Macri, has been in limbo since the Aug. 

11 primary election.  
Fernandez's bigger-than-expected margin of 
victory in the primary pummeled the peso 
currency and sparked fresh debt fears. 
Argentina's incoming president will continue his 
visit to Mexico on Tuesday with a speech at its 

largest public university. 
 
(Reporting by Daina Beth Solomon; Editing by 
Clarence Fernandez) 
((david.aliregarcia@thomsonreuters.com; +52 55 
5282 7151; Reuters Messaging: 
david.aliregarcia.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

IMF says ready to 'engage' with 

Argentina president-elect on loan 

program  

07-Nov-2019  
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WASHINGTON, Nov 7 (Reuters) - The 

International Monetary Fund is ready to 
engage with Argentina's president-elect, 
Alberto Fernandez, at any time to discuss the 
future of the country's $57 billion IMF loan, 
but no meeting has been scheduled, a 
spokesman for the global lender said on 
Thursday. 

"We're ready to engage when it is convenient for 
them to do so," IMF spokesman Gerry Rice told 
a regular news briefing in Washington. 

Fernandez, a Peronist who on Oct. 27 defeated 
business-friendly President Mauricio Macri, made 
renegotiating the IMF program to ease its painful 
austerity measures a key plank of his election 
campaign. 
He said in an interview with the Russian RT 

television channel, broadcast on Thursday, that 
Argentina could not repay its debt under the 
current conditions.  
"The Argentine economy has to recover, it has 

(to) recover productivity, it has to export again, 
that way it will have dollars to meet its 
obligations...  

"With the debt we have, the negotiations will be 
difficult," he added. 
Rice said the IMF shares the president-elect's 
objectives to pull Argentina's economy out of 
its current crisis and pave the way for more 
solid and inclusive growth. 

The IMF is restricted in its ability to restructure 
debt, Rice said, but would play a role in 

assessing Argentina's overall debt sustainability, 
which could affect any negotiations by the 
country with its bondholders on other debts. 
"In order to conduct our debt sustainability, we 
need the analysis, we need the information on 
the authorities' policy plans, as well as to take a 
look at the macroeconomic outlook," Rice said. 

"We are not in a position to make that 
assessment right now, because the discussions 
with the new administration have not yet taken 
place." 
Inter-American Development Bank chief Luis 
Alberto Moreno tweeted that he had a 
"productive meeting" with Fernandez in Buenos 

Aires on Thursday. "I expressed the IDB's 
commitment to adapt our portfolio to the 
priorities of his government and continue to 
invest in sectors such as infrastructure, social 
protection, health, education and 
competitiveness," he said. 
 
(Reporting by David Lawder and Marina Lammertyn;  
Editing by Jonathan Oatis, Paul Simao and Dan 
Grebler) 
((David.Lawder@tr.com; +1 202 354 5854; Reuters 
Messaging: 
david.lawder.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 

 

Brazil 

Brazilian government reduces debt 

cost in $3 billion bond issue- statement  

05-Nov-2019  
BRASILIA, Nov 4 (Reuters) - Brazil's Treasury 

on Monday sold $3 billion in bonds with a 
significant reduction in spreads from earlier 
issues in 2019. 
The $500 mln reopening of a 2029 bond 
reduced cost to 203 basis points over the U.S. 
Treasury note, equivalent to 3.8%, below the 
215.8 basis points spread in the sale of the 
same bond in March.  

In a statement, Brazil's Treasury said the 2050 
bonds were three times oversubscribed and the 
2029 bonds, five times.  
The country has used part of the proceeds to 
redeem other sovereign bonds, according to the 

statement.  
Brazil's Treasury said sovereign interest rates 

are now "very close to investment grade levels." 
Brazil lost investment grade status in 2015.  
 
(Reporting by Gabriel Ponte in Brasilia; Writing by 
Tatiana Bautzer; Editing by Sandra Maler) 
((tatiana.bautzer@tr.com; Tel: +55-11-5644-7756; 
Mob: +55-119-4210-4173; Reuters Messaging: 
tatiana.bautzer.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
 
 

Brazil unveils reform package to tackle 

huge fiscal deficit  

05-Nov-2019  
By Marcela Ayres and Lisandra Paraguassu 

BRASILIA, Nov 5 (Reuters) - Brazilian President 

Jair Bolsonaro's government unveiled a 

bundle of wide-ranging reforms on Tuesday, 
aimed at cutting spending and reducing the 
size of the state to drive down its chronic 
fiscal deficit. 

Pushing ahead with an ambitious privatization 
plan, he sent Congress a bill to sell Brazil's 
largest utility, state-run Centrais Eletricas 
Brasileiras SA, known as Eletrobras. 

Another proposal seeks to end the government's 
mint monopoly, allowing a private contractor to 
print the country's currency. 
Alongside Economy Minister Paulo Guedes, 
Bolsonaro handed in constitutional amendments 
that will also, if passed, decentralize budget 
resources, ease non-discretionary spending 

rules, and free up funds to pay down public debt 

and boost investment in a sluggish economy. 
One proposal that will not be popular in Brasilia 
would enable the government to cut public 
sector employee salaries, hours and benefits, 
and end job stability for new hires, to reduce the 
size of the federal payroll that weighs heavily on 

the budget. 
Guedes said that measure was a priority to start 
reducing spending and he hoped it would be 
approved before the end of the year with the 
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help of lawmakers. 

The right-wing president and his economy 
minister are seeking to build on the momentum 
from a landmark pension reform that was 

passed by Congress in September. 
"We are sure that, in a short time, perhaps early 
next year, mid-next year at most, this... will 
become a reality and it will benefit us all," 

Bolsonaro said in remarks in Congress that were 
broadcast on local television. 
Lawmakers, however, say none of the major 
reforms Bolsonaro's government has 
proposed will pass this year. There is a tight 
window in 2020 to pass laws before 
campaigning starts for local elections in 
October. 

Raising taxes to resolve the fiscal crisis is out of 

the question because Brazil already has one of 
the highest tax burdens in the world, Treasury 
Secretary Mansueto Almeida said. 
Pensions and payroll were so costly that the 

government's non-discretionary spending has 
reached 95% of the budget, he said, increasing 
a public debt that is close to 80 percent of gross 

domestic product. 
But with interest rates at a relatively low level 
and the government committed to respecting a 
federal spending cap, Guedes said Brazil could 
eventually return to having a primary budget 
surplus. 

The decentralization of spending, the public 
employee reform, and, eventually, an overhaul 
of Brazil's tax system would be nothing less than 
a "transformation of the Brazilian state," Guedes 
said. 
"Congress wants to rewrite the history of the 
Brazilian state machine... We have a wonderful 

agenda of work ahead for the next six months or 
one year," he said. 

Even without the tight legislative timetable, the 
bill seeking approval to privatize Eletrobras may 
face resistance in Congress, however. The 
government has dropped the idea of keeping a 
golden share in the company that would give it 

the power to veto decisions once sold, which 
many lawmakers see as a needed guarantee for 
the country's security. 
Mines & Energy Minister Bento Albuquerque said 
the state would retain a significant stake in 
Eletrobras and no shareholder would be allowed 

to hold more than 10%. 
Government officials say there are no plans to 
privatize giant oil company Petroleo Brasileiro SA 
PETR4.SA (Petrobras) or the two large state 
banks, Banco do Brasil BBAS3.SA and Caixa 
Economica Federal, Brazil's largest mortgage 

lender. 

 
(Reporting by Maria Carolina Marcello, Marcela Ayres 
and Lisandra Paraguassu 
Writing by Anthony Boadle 
Editing by Paul Simao and Rosalba O'Brien) 
((anthony.boadle@tr.com +55 61 98204-1110; 
https://twitter.com/anthonyboadle)) 
(c) Copyright Thomson Reuters 2019. 
 

 

Cuba 

Cuba paying restructured Western debt 

despite crisis   

05-Nov-2019  
By Nelson Acosta and Marc Frank 
HAVANA, Nov 5 (Reuters) - Cash-strapped 

Cuba has begun paying a fourth installment 
on its renegotiated $2.6 billion debt to 14 
creditor nations, and its chief debt negotiator, 
Ricardo Cabrisas, told Reuters this week that 
all payments would be made, even if a bit 
late. 

Communist-run Cuba reached an agreement in 
2015 with members of the Paris Club of wealthy 
creditor nations that forgave $8.5 billion of the 
$11.1 billion in debt it defaulted on through 
1986, as well as charges. 
Repayment of the remaining debt was 

backloaded through 2033 and some of that 

money allocated to funds for investments in 
Cuba. Cuba paid around $70 million last year 
and a further $80 million was due by Oct. 31. 
"We met the payment in 2015. We met it in 
2016, 2017 and 2018. And we will meet it in 
2019, too," Cabrisas said on the sidelines of a 

trade fair in Havana, adding, "though not 
without a great effort." 
Cuba is going through a liquidity crisis due to the 
implosion of ally Venezuela’s economy and the 
tightening of the decades-old U.S. trade 
embargo under President Donald Trump. 
The country has been late paying traders and 

investors, and shortages of everything from fuel 
to food and medicines have plagued the country 
this year. 

Last year a few of the payments to Paris Club 
members were made after the Oct. 31 deadline, 
diplomats from six of the creditor nations said, 
asking not to be identified, and they expected 

the same this year. 
"Both sides understand the agreement's 
importance and the difficulties Cuba faces. 
Nevertheless, we expect them to pay by the end 
of the year," one of the diplomats said.  
Cuba last reported its foreign debt at $18.2 
billion in 2016, and experts believe it has 

risen significantly since then. The country is 
not a member of the International Monetary 
Fund or the World Bank.  

Cabrisas informed the informal Cuba group of 
the Paris Club in August that stepped-up U.S. 
sanctions might make it more difficult to pay all 
its members on time, the diplomats said. 

The group is comprised of Australia, Austria, 

Belgium, Canada, Denmark, Finland, France, 
Britain, Italy, Japan, the Netherlands, Spain, 
Sweden and Switzerland. 
The diplomats said that so far only a handful of 
countries, for example Italy and the 
Netherlands, had informed local embassies they 
had received payment, while others expected 

notification after processing by their respective 
treasury departments. 
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(Reporting by Marc Frank and Nelson Acosta 
Editing by Leslie Adler) 
((marc.frank@thomsonreuters.com; +537-833-3145; 
Reuters Messaging: 
marc.frank.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 

AFRICA 
 
 

Egypt 

Egypt targets 6.4% growth, 6.2% 

deficit in fiscal 2020/2021  

11-Nov-2019  

CAIRO, Nov 11 (Reuters) - Egypt is targeting 

6.4% growth and a budget deficit of 6.2% in 
fiscal year 2020/2021, the finance ministry 
said on Monday. 

Egypt is also targeting a debt-to-GDP ratio of 
80%, the ministry said in a preliminary financial 
statement for next fiscal year's budget. 
 
(Reporting by Ehab Farouk; Writing by Yousef Saba; 
Editing by Alex Richardson) 
((Yousef.Saba@thomsonreuters.com; 
+201222184730)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Kenya 

Kenya's senate backs raising of the 

government's debt ceiling  

06-Nov-2019  

By Duncan Miriri 
NAIROBI, Nov 6 (Reuters) - Kenya's senate 

voted on Wednesday to raise the 
government's debt ceiling to 9 trillion shillings 

($87.29 billion), as authorities abandon a 
limit pegged to the GDP due to a growing debt 
burden. 

Total public debt rose to 62.3% of the gross 
domestic product in June this year, the World 
Bank said last week, having breached the 
recommended threshold 50% of GDP in the 
2015/16 financial year. 

The vote got the approval of 30 senators while 
seven voted against it, said the speaker of the 
senate, Ken Lusaka, in a televised session.  
The government desperately needed the 
approval to prevent it from running out of 
funds during this fiscal year, and to allow it to 
restructure the portfolio by replacing 
expensive commercial debt with cheaper 
funds from institutions like the World Bank. 

Government officials say the increase in the 
ceiling will also unlock 421 billion shillings worth 
of loans with foreign development agencies, 
which have been agreed, but are yet to be 
signed due to the current breach of the ceiling. 
"The National Treasury would have to cancel all 
of these projects and do a drastic cutback of the 

budget that have been allocated... as there will 

be a huge deficit," the government said in a 

briefing note seen by Reuters. 
The government would not had been able to 
plug a budget deficit of 6.2% of GDP, equivalent 

to about 635 billion shillings, in its budget for 
the 2019/20 (July-June) fiscal year, if the ceiling 
had not been raised. 
The Treasury projects that total public debt will 

rise to 9 trillion shillings by June 2024. 
"The intention to increase it (ceiling) is to create 
space to refinance expensive debt and shift 
focus from domestic debt to external debt in 
order to allow credit extension to the private 
sector," the government said in the briefing 

note. 
Kenya has been forced to confront the 
ballooning public debt after embarking on a 
borrowing binge in the past year to splurge on 
various infrastructure projects, including a 
railway funded by China. 

"If you look at the borrowing in Kenya today, 90 

percent is being done by the republic. Kenya is 
approaching the situation that was there in 

Greece," said James Orengo, the leader of the 
opposition in the senate. 
However, he backed the increase in the ceiling, 
saying it was required to buy the government 
time to get its house in order on the fiscal side.  
"Even us as an opposition we wouldn't want to 
inherit an economy that has crashed," he said. 

The higher debt limit has already been approved 
by the national assembly and it will now be sent 
to the president so he can sign it into law. 
"When you are in a hole you have to stop 
digging so this is our only way out, so we can 
restructure our debt," said Moses Kuria, a 
member of the national assembly from the ruling 

Jubilee party. 
 
($1 = 103 Kenyan shillings) 
(Editing by Angus MacSwan) 
((duncan.miriri@thomsonreuters.com; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Morocco 

Morocco to launch roadshow for $1 bln 

bond on Nov 18 

05-Nov-2019  
RABAT, Nov 5 (Reuters) - Morocco will launch a 

roadshow on Nov. 18 for an international 
bond of around $1 billion which it plans to 
issue this year, Finance Minister Mohamed 
Benchaaboun was quoted as saying on 
Tuesday. 

Reuters was not immediately able to confirm his 
remarks, which were reported in local 
newspaper Le Matin and news website 
Boursenews.  

Benchaaboun announced the bond, Morocco’s 
first in four years, last month, saying its size, 
currency and date of issue would be decided 
later. 
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(Reporting by Ahmed Eljechtimi; Editing by Angus 
McDowall and John Stonestreet) 
((ahmed.eljechtimi@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Mozambique 

Fitch Upgrades Mozambique to 'CCC'  

07-Nov-2019  
Nov 7 (Reuters) - Fitch: 
• Fitch upgrades Mozambique to 'CCC' 

• Fitch ratings says has upgraded 

Mozambique's long-term foreign-currency 
issuer default rating to 'CCC' from 'RD' 
• Fitch-Mozambique's rating reflects 
continuing unresolved public sector debt 

liabilities that could affect sovereign's credit 
profile, high government. Debt 

• Fitch says Mozambique's rating reflects 
tight liquidity conditions and a track record of 
weak public finance management 
• Fitch, on Mozambique's GGGD, says 
restructuring would be unlikely to constitute a 

default under Fitch's criteria 
 
((Briefs@thomsonreuters.com)) 
(c) Copyright Thomson Reuters 2019. 
 
 

South Africa 

South Africa rand and bonds bounce on 

Moody's ratings reprieve  

04-Nov-2019  
• Moody's affirms investment-grade 
rating 

• Some investors had feared move to 
"junk" 
• Rand, bonds see relief rally 
• More modest gains for stocks 
• Negative outlook means risks remain 

By Alexander Winning and Karin Strohecker 
JOHANNESBURG/LONDON, Nov 4 (Reuters) - 
The South African rand and government bonds 
jumped on Monday after ratings agency 
Moody's kept the country's last investment-
grade credit rating intact, but many investors 

expected the rally could fade soon.  

Moody's decision on Friday to leave South 
Africa's sovereign debt at Baa3, the lowest rung 
of investment grade, was a relief to beleaguered 
President Cyril Ramaphosa, who is battling to 

stimulate growth in Africa's most advanced 
economy. 
But by revising the outlook on that rating 
from stable to negative, Moody's sent a 
warning that a downgrade could follow in the 
next 12-18 months - or sooner if the 
government doesn't come up with a credible 
budget in February. 

A downgrade to "junk" status on the local-
currency rating could trigger large outflows from 
South African government bonds, as they would 

be ejected from the benchmark World 

Government Bond Index. 
At 1500 GMT, the rand traded at 14.80 versus 
the U.S. dollar, around 1.5% stronger than its 

previous close. 
South Africa's dollar-denominated sovereign 
bonds surged, with longer-dated issues adding 
as much as 1.3 cents in the dollar. The yield on 

the benchmark 2026 rand bond fell 17 basis 
points to 8.405%, while the Johannesburg Stock 
Exchange's Top-40 Index saw modest gains of 
around 0.5%. 
Traders and fund managers expected gains 
could probably be short-lived, as it would be 

hard for Finance Minister Tito Mboweni to 
present a greatly improved fiscal picture in 
February. 
Warrick Butler, executive for rand and emerging 
market spot trading at Standard Bank, said the 
three to four months until the February budget 
was "a very short period of time to pump the 

water from the Titanic". 
Part of the reason for Monday's rally was that 
South Africa had escaped with the best of the 
possible outcomes from Moody's, said Wayne 
McCurrie at FNB Wealth and Investments. 
A small minority had thought the rating would 
be downgraded or Moody's would place South 

Africa "on watch" - both bleaker outcomes than 
a negative outlook. 
A healthy appetite for high-yielding assets in 
emerging markets more broadly and last week's 
steep sell-off in South Africa underpinned the 
rally. 

On Wednesday, the rand saw its largest daily fall 
in over a year, after Mboweni's medium-term 
budget slashed this year's growth forecast to 
0.5% and showed government debt racing to 

exceed 70% of gross domestic product by 2023. 
DON'T GET 'FOOLED' 
Deutsche Bank analysts warned clients not to 
be "fooled" by Monday's strong gains, adding 

they were extremely cautious on local 
government debt and predicted the rand could 
sink to 15.50 to the dollar, more than 4% 
weaker than its current level. 

Those bearish projections - echoed by some 
local analysts - come at a bad time for 
Ramaphosa, who is hosting a summit in 
Johannesburg this week to try to woo foreign 

investors. 
Adrian Saville, chief executive of Cannon Asset 
Managers, said the fact that South African credit 
spreads traded in line with some junk-rated 
sovereigns showed the bond market had made 
up its mind. 

Despite positive changes to governance at state 

firms and greater certainty on energy policy, 
Ramaphosa's reforms were moving at a "glacial 
pace," Saville said. 
Investors want to see progress cutting a bloated 
public-sector wage bill and rescuing state power 
utility Eskom from crisis. 
But those who are more risk-averse have been 

jettisoning South African bonds for years on the 
expectation the country would be cut to junk. 
Bank of America Merrill Lynch's David Hauner 

mailto:Publicdebtnet.dt@tesoro.it


  

PDM Network Weekly Newsletter on Emerging Markets 
For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  23 

estimates investment grade-only investors now 

hold around $1.5-$2 billion of South African 
local-currency bonds, down from $10 billion 
three years ago. 

 
(Additional reporting by Marc Jones and Naledi 
Mashishi 
Editing by Catherine Evans, William Maclean) 
((alexander.winning@tr.com; +27 11 595 2801)) 
(c) Copyright Thomson Reuters 2019.  
 
 

South Africa's Ramaphosa cheers $24 

bln more for investment drive  

06-Nov-2019  
• Ramaphosa targeting $100 bln of new 
investments 
• Hoping to reduce unemployment and 

lift growth 
• Biggest commitments from domestic 
firms 
• Analysts say some pledges just 
operating costs 

By Mfuneko Toyana and Alexander Winning 
JOHANNESBURG, Nov 6 (Reuters) - South 

African President Cyril Ramaphosa secured 
around 360 billion rand ($24 billion) of 
investment pledges from businesses on 
Wednesday, saying these would spur 

economic growth and reduce unemployment. 

But analysts said some of the pledges at South 
Africa's annual conference to promote new 
investment opportunities were just regular 
operating costs and questioned whether those 
made by state-owned firms should be included 
in the total. 

They were also sceptical the commitments were 
of sufficient scale to meaningfully change a 
bleak economic outlook. 

Ramaphosa is trying to revive Africa's most 
industrialised economy after a decade of slow 
growth. He has promised sweeping reforms, but 
progress has been slow due to opposition from 

labour unions and parts of the African National 
Congress. 
Ramaphosa said the money pledged on 
Wednesday was a "clear vote of confidence in 
South Africa and our economy". 
"After a prolonged period of stagnation, 

uncertainty and upheaval, I would like to believe 
we are firmly on the road to recovery," he said. 
At a conference last year, Ramaphosa set a 
goal of attracting $100 billion of new 
investments over five years and quickly 
secured more than half that amount in 
pledges. 

But many of those promises are yet to translate 
into projects that could drastically reduce the 

29% unemployment rate or lift the growth rate 
above last year's 0.8%. 
On Wednesday domestic firms like telecoms 
company MTN and paper company Sappi made 
some of the largest pledges, of 50 billion rand 
and 14 billion rand respectively. 
State-owned freight firm Transnet promised 23 

billion rand, while foreign companies like Rio 
Tinto and Coca-Cola made pledges of 6.5 billion 

rand and 15 billion rand each. Some executives 

who made pledges said their firms had already 
spent a portion of the funds. 
Kevin Lings, chief economist at asset manager 

Stanlib, said the government's focus on 
deregulation and skills development at the 
conference was positive but severe fiscal 
constraints limited its ability to drive an 

economic recovery, and the private sector was 
still in "wait-and-see mode."  
"What you are seeing so far is not enough to 
change the macro picture. It's the scale that's 
the problem," Lings said. 
Trudi Makhaya, an economic advisor to 

Ramaphosa, said South Africa was encouraging 
investors to "come in at the bottom, find 
affordable assets and develop them." 
In his bleak medium-term budget last week, 
Finance Minister Tito Mboweni slashed this year's 
growth forecast to 0.5% and showed 
government debt would shoot up to more than 

70% of gross domestic product by 2023. 
Afterwards Moody's placed South Africa's last 
investment-grade credit rating on a "negative 
outlook".) 
A downgrade could trigger billions of dollars of 
outflows from South African government debt. 
 
($1 = 14.8354 rand) 
(Reporting by Alexander Winning and Mfuneko Toyana 
Editing by Tim Cocks, Alexandra Hudson and Giles 
Elgood) 
((alexander.winning@tr.com; +27 11 595 2801)) 
(c) Copyright Thomson Reuters 2019. 
 
 

Uganda 

Uganda revamps century-old rail 

network after China delays funding  

06-Nov-2019  
• China reluctant to fund Uganda 
standard gauge railway 
• Rehabilitation of century-old old line 
to cost 241 mln euros 
• European Union helping to fund 

project 
• Uganda yet to produce oil 12 years 
after crude discovery 

By Elias Biryabarema 
KAMPALA, Nov 6 (Reuters) - Uganda will begin 

refurbishing its century-old rail network this 
month to boost bulk cargo transportation, 
after failing to secure $2.2 billion in Chinese 
funding for a new standard-gauge line, a 
senior rail official said on Wednesday. 

The rehabilitation will be carried out in phases 
over several years and cost at least 241 million 
euros ($267 million), Charles Kateeba, 
managing director of the state-run Uganda 
Railways Corporation, told Reuters.  
The European Union has given a grant of 21.5 
million euros and the railway corporation is 

talking to international development lenders for 
the rest. 
Former colonial power Britain built the meter-
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gauge, 1,266 km (790 mile) network a century 

ago, mainly to move copper and other 
commodities. 
But the network fell into disrepair during years 

of political upheaval and economic instability. 
Now old, dilapidated engines hiss and clatter as 
they trundle between crumbling platforms, 
pulling drab carriages behind them. In many 

places, grass has grown over disused or missing 
tracks. 
"Due to lack of maintenance over the years, 
most of the network is now in disuse," Kateeba 
said. "We shall replace some areas which have 
been either removed by vandals or are badly 

worn." 
French firm Sogea-Satom will undertake the 
works, which include installing rocks ballast on 
sections, re-laying of tracks, flattening sections 
and repairing about 500 freight wagons. 
CHINA HOPES DASHED 
Bulk cargo transporters have been eager for 
cheaper transport and were disappointed 

when China did not offer funding for the 
Ugandan section of the Standard Gauge 
Railway (SGR) regional project. 

It was originally designed to connect Kenya's 
Indian Ocean seaport of Mombasa to a vast 
hinterland including Uganda, South Sudan, 
Rwanda and Burundi. 
Kenya has developed a section of the SGR from 

Mombasa to Nairobi with funding from China, 
but had to fund an expansion itself. 
Ugandan authorities have been negotiating with 
China for more than five years, hoping for funds 
to construct its own SGR branch. But Kateeba 
said several factors, including Uganda's delayed 
oil production, delayed a credit deal. 

Uganda discovered 6 billion barrels worth of 
crude oil more than 12 years ago in the west, 

but disagreements between the government and 
oil firms over tax and development strategy 
have repeatedly delayed production.  
China's CNOOC co-owns the fields with other 

firms. The Ugandan government now says it 
expects production to start by 2022 at the 
earliest. 
If oil production had begun, Kateeba said, 
economic growth would mean "we would be able 
to really afford the credit. 
"China is not giving us charity," he said. 

Now China is examining whether repayments 
could be adjusted, costs lowered or the 
implementation period pushed back, he said. 
 
($1 = 0.9019 euros) 
(Reporting by Elias Biryabarema; editing by Katharine 
Houreld and Mike Collett-White) 
((Email:elias.biryabarema@thomsonreuters.com; Tel. 
+254 20 499 1232; Reuters Messaging: 
elias.biryabarema.thomsonreuters.com@reuters.net)) 
(c) Copyright Thomson Reuters 2019.  
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