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ASIA 
 

Bangladesh 

Bangladesh foreign exchange reserves 

hit record high at end-August  

04-Sep-2017  
DHAKA, Sept 4 (Reuters) - Bangladesh's 

foreign exchange reserves hit a record high of 
$33.60 billion at the end of August, the 
central bank said on Monday, up $690 million 
from the previous month. 

The reserves are sufficient to cover about 10 
months' worth of imports for the country of 160 
million people, and are $3.55 billion higher than 
a year ago. 
Steady garment exports and remittances from 

Bangladeshis working overseas, the key drivers 
of the country's more than $200 billion 
economy, have helped foreign exchange 
reserves grow steadily in recent years. 
 
(Reporting by Ruma Paul; Editing by Subhranshu 
Sahu) 
(( Ruma.Paul@thomsonreuters.com ; +880 2 
58315303; Reuters Messaging: 
ruma.paul.thomsonreuters.com@reuters.net )) 
 

 

Bahrain 

Fitch Rates Bahrain's Upcoming USD 

Sukuk and Bonds 'BB+(EXP)'  

07-Sep-2017  
HONG KONG, September 07 (Fitch) Fitch 

Ratings has assigned Bahrain's proposed US 
dollar-denominated sovereign global sukuk 
trust certificates, to be issued by CBB 
International Sukuk Company 6 (CBB6), an 
expected 'BB+(EXP)' rating. Fitch has also 
assigned Bahrain's proposed US dollar-
denominated bonds an expected 'BB+(EXP)' 

rating. 

The expected ratings are in line with Bahrain's 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR), which we affirmed at 'BB+' with a 
Negative Outlook in June 2017. 
The assignment of final ratings is contingent on 
the receipt of final documents materially 
conforming to information already reviewed. 

CBB6 is the issuer and the trustee of the sukuk 
incorporated primarily for the purpose of 
participating in the sukuk transactions. CBB6 is 
a single person company incorporated in the 
Kingdom of Bahrain with limited liability whose 

proprietor is the Central Bank of Bahrain. 

KEY RATING DRIVERS 
The trust certificates' rating is driven solely 
by Bahrain's 'BB+' IDR. This reflects Fitch's 
view that default of these senior unsecured 
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obligations would reflect a default of Bahrain 
in accordance with Fitch's rating definitions. 

We have not considered any underlying assets 

or collateral provided when assigning a rating to 
the CBB6 sukuk, as we believe that the issuer's 
ability to satisfy payments due on the 
certificates will ultimately depend on the 
Bahraini government satisfying its unsecured 
payment obligations to the issuer under the 

transaction documents described in the 
prospectus and other supplementary documents. 
In addition to the Bahraini government's 
propensity to ensure repayment of the CBB6 
sukuk, in Fitch's view it would also be 
required to ensure full and timely repayment 
of CBB6's obligations due to the Bahrain 
government's various roles and obligations 
under the sukuk structure and documentation, 

especially - but not limited to - the following 

features: 
•On each periodic distribution date, the Bahraini 
government acting as sub-lessee will pay to the 
sub-lessor the rental which is intended to be 
sufficient to fund the periodic distribution 
amounts payable by the issuer under the 

certificates. 
•On the scheduled dissolution or following the 
occurrence of any dissolution event, the 
dissolution distribution amount payable by the 
issuer to the certificate holders will be funded by 
the government paying to the issuer. 
•The dissolution distribution amount equals (i) 

the outstanding face amount of the certificates 
(termination payment and the deferred purchase 
price), (ii) all accrued and unpaid periodic 
distribution amounts in respect of such 
certificate. 
•The payment obligations of the Bahraini 
government (acting in any capacity) under the 

transaction documents are direct, unconditional 
and unsecured obligations, which rank pari 
passu, without any preference among 
themselves and, with all other outstanding 
present and future unsecured and 
unsubordinated obligations of the sovereign. 

The CBB6 sukuk includes a negative pledge 
provision that is binding on the Bahraini 

government, as well as financial reporting 
obligations, covenants and Bahrain event and 
default acceleration terms. The documentation 
does not contain a change of control clause. 
Certain aspects of the sukuk transaction will be 

governed by English law while others will be 
governed by laws of Bahrain. Fitch does not 
express an opinion on whether the relevant 
transaction documents are enforceable under 
any applicable law. However, Fitch's rating on 
the certificates reflects the agency's belief that 
the Bahraini government would stand behind its 

obligations. 
When assigning ratings to the sukuk certificates, 

Fitch does not express an opinion on their 
compliance with sharia principles. 
The rating on the US dollar-denominated bonds 
is in line with Bahrain's Long-Term Foreign-

Currency IDR. 
RATING SENSITIVITIES 

The ratings will be sensitive to any changes in 

Bahrain's Long-Term Foreign-Currency IDR 

The rating on the sukuk trust certificates may 
also be sensitive to any changes to the roles and 
obligations of Bahrain under the sukuk's 
structure and documents. 
 
Media Relations: Rose Connolly, London, Tel: +44 203 
530 1741, Email: rose.connolly@fitchratings.com; 

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

China 

China central bank weekly open market 

operations at a glance; drains 1.185 

trln yuan so far in 2017  

08-Sep-2017  
Sept 8 (Reuters) - The People's Bank of China 

(PBOC) has drained 1.185 trillion yuan 
($182.90 billion) on a net basis from money 

markets via open market operations so far 
this year. 

The PBOC injected 298 billion yuan into the 
financial system via one-year medium-term 
lending facility (MLF) loans on Thursday. 
The PBOC injected 1.7272 trillion yuan on a net 
basis into money markets in 2016, with the 

outstanding balance in its open market 

operations standing at 1.315 trillion yuan as of 
end-December. 
 
($1 = 6.4791 Chinese yuan) 
(Reporting by the Shanghai Newsroom; Editing by Biju 
Dwarakanath) 
(( winni.zhou@thomsonreuters.com ; +86 21 6104 
1777; Reuters Messaging: 
winni.zhou.thomsonreuters.com@reuters.net )) 
 
 

Hong Kong 

Fitch Affirms Hong Kong at 'AA+'; 

Outlook Stable  

04-Sep-2017  

HONG KONG, September 03 (Fitch) Fitch 

Ratings has affirmed Hong Kong's Long-Term 
Foreign- and Local-Currency Issuer Default 
Ratings at 'AA+' with a Stable Outlook. 

A full list of rating actions is at the end of this 
Rating Action Commentary. 
KEY RATING DRIVERS 
Hong Kong's ratings are underpinned by its 

exceptionally strong public and external 
finances, a credible policy framework, high 
income levels, and a resilient and flexible 
economy. The ratings are principally 
constrained by the territory's deeper 
integration with lower-rated mainland China 
(A+/Stable). 

The territory's robust external finances are 
exemplified by its status as the third-largest net 
external creditor among Fitch-rated sovereigns 

http://www.fitchratings.com/
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(275% of GDP), as well as its record of current 

account surpluses going back more than 20 

years. Exports have recovered in 2017 alongside 
the expansion in global trade, but imports have 
grown slightly more rapidly, resulting in a 
modest widening of the merchandise trade 
deficit. Fitch nevertheless expects a recovery in 
services exports to keep the current account in 

substantial surplus at a projected 4.1% of GDP 
in 2017. 
The Hong Kong dollar has weakened since early 
2017, as ample liquidity across the territory's 
financial system has impeded domestic interest 
rates from rising in tandem with US interest 

rates. Fitch believes these price developments 
are consistent with the territory's rules-based 
currency board system, which only requires 

automatic intervention should fund outflows 
result in the Hong Kong dollar hitting the weak 
end of the convertibility band of HKD7.85 versus 
the US dollar. Foreign reserve holdings 

equivalent to 1.9x the monetary base at end-
July 2017 also suggest the authorities have 
ample financial resources to defend the currency 
board, if required. 
Public finances are a key rating strength 
compared with 'AA' peers, and the territory 
has run a consistent budget surplus for over a 

decade. The surplus for the fiscal year ending 

March 2017 (FY16) was recorded at 4.4% of 
GDP (HKD110 billion), significantly above the 
original budget estimate of 0.5% (HKD11.4 

bilion), due in large part to higher revenues from 
land sales and stamp duty associated with a 
buoyant property market. Fitch projects a FY17 
budget surplus of 2% of GDP - above the 

government's original estimate of 0.6% - as 
three major land auctions in June 2017 have 
resulted in stronger-than expected revenue 
performance thus far in 2017. 
Reported government debt of 42% of GDP 
does not reflect the accumulation of fiscal 
liabilities, and consists almost entirely of 
notes issued by the Hong Kong Monetary 

Authority to manage the currency board. Fiscal 
reserves rose to 38% of GDP in FY16, equivalent 
to 23x the FY17 projected budget expenditure, 

which provides substantial flexibility in the event 
of an unexpected fiscal shock. The authorities 
appear to be taking a more proactive approach 
to housing and tax policy, and have proposed 

the introduction of a two-tiered tax system to 
reduce the burden on SMEs, while affirming their 
commitment to maintaining balanced budgets, 
as enshrined in Article 107 of the Basic Law. 
Fitch forecasts economic growth to remain 
robust at 3.4% in 2017, but expects a 
deceleration to 2.4% in 2018, a level broadly 
in line with our assessment of Hong Kong's 

trend growth rate. Growth has accelerated over 
the past year due to a cyclical rebound in 
mainland China and the global economy. Real 

GDP grew by 3.8% in 2Q17, up from 2.0% in 
2016, with substantial contributions from private 
consumption and investment. A stabilisation in 
visitor arrivals has supported retail sales, which 

returned to positive growth in early 2017 

following two consecutive years of contraction. 

These developments have had a positive spill-

over effect on the labour market, with the 
seasonally-adjused unemployment rate falling to 
3.1% in July 2017 from 3.4% a year prior. 
Property prices remain at historical highs, and 
have risen by a further 9% year-to-date despite 
the introduction of higher stamp duties in late-

2016 and a further round of counter-cyclical 
measures in May 2017. Rising domestic interest 
rates alongside Fed normalisation will increase 
borrowers' debt-servicing burden, raising the 
near-term likelihood that the property market 
will enter a gradual downward cycle. A sharp 

price decline would undoubtedly have an impact 
on consumption through a negative wealth 
effect, while Fitch believes that strict prudential 

measures and low loan-to-value caps enacted 
since 2010 mitigate direct banking-sector risks. 
Fitch views the mainland China exposures of 
Hong Kong's banks as the territory's most 

salient rating constraint. The agency estimates 
that these exposures accounted for 29% of 
sector-wide assets at end-1Q17, up from a 
trough of 27% at end-1Q16 when market 
concerns over Chinese yuan depreciation lead to 
a reduction in cross-border bank claims. The 
classified loan ratio for mainland-related lending 

remains low at 0.8%, and we expect the 
system's liquidity and capitalisation to remain 
sound. Official disclosures suggest the majority 
of loans are backed by collateral, but recovery 

rates in the event of an economic shock in China 
could be much lower than expected - given that 

bankruptcy procedures are still largely untested. 
Hong Kong's new Chief Executive Carrie Lam 
was sworn into office in July 2017 during 
President Xi's official visit to mark the 20-year 
anniversary of the territory's return to Chinese 
sovereignty. The new administration is seeking 
to prioritise socioeconomic issues such as high 

income inequality and youth employment 
opportunities in order to create a more 
conducive atmosphere under which future 
constitutional reforms - as envisioned under the 
Basic Law - could successfully take place. 

Unresolved social cleavages over Hong Kong's 
long-term political development could potentially 

spark periodic social demonstrations, but Fitch 
does not expect disruptions in the size or scale 
experienced during the 2014 "Occupy Central" 
movement. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Hong Kong a 
score equivalent to a rating of 'AA+' on the 
Long-Term Foreign-Currency IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 

•Public Finances: +1 notch, to reflect that Hong 
Kong's government debt stock is not fiscal in 
nature and primarily constitutes notes issued by 
the Hong Kong Monetary Authority to manage 
the currency board. Hong Kong's fiscal reserves 
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also add an additional buffer to the credit profile. 

•Structural Features: -1 notch, reflecting Hong 

Kong's significant linkages with lower-rated 
mainland China (A+), including via the banking 
sector. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 

including one year of forecasts, to produce a 
score equivalent to a Long-Term Foreign-
Currency IDR. Fitch's QO is a forward-looking 
qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 

are not fully quantifiable and/or not fully 
reflected in the SRM. 
RATING SENSITIVITIES 

The main factors that could lead to negative 
action, individually or collectively, are: 
•Further concentration of banking sector 
exposures to mainland China that make it 

increasingly difficult to distinguish financial 
sector risks in Hong Kong from those in 
mainland China. 
•Heighted risk of a sharp slowdown in mainland 
China or evidence that its structural rebalancing 
will have a destabilising effect on Hong Kong's 
financial sector or broader economy. 

•Political disruption sufficiently large and 
prolonged to disrupt Hong Kong's economic 
growth or attractiveness as an international 
financial centre. 

The main factors that could lead to positive 
action, individually or collectively, are: 

•Confirmation that the economies of both Hong 
Kong and mainland China are resilient to China's 
transition away from debt-fuelled growth or 
resilient to a full economic cycle. 
KEY ASSUMPTIONS 
•China avoids a 'hard landing' or banking sector 
crisis. 

•Hong Kong maintains the present Linked 
Exchange Rate System with the US dollar. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 
'AA+'; Outlook Stable 

Long-Term Local-Currency IDR affirmed at 
'AA+'; Outlook Stable 

Short-Term Foreign-Currency IDR affirmed at 
'F1+' 
Short-Term Local-Currency IDR affirmed at 'F1+' 
Country Ceiling affirmed at 'AAA' 
Issue ratings on long-term senior-unsecured 
local-currency bonds affirmed at 'AA+' 

Issue ratings on short-term senior-unsecured 
local-currency bonds affirmed at 'F1+' 
Issue ratings on global sukuk trust certificates 
affirmed at 'AA+' 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 

 

India 

India Bonds Steady After Lower U.S. 

Yields Spurred Early Gains  

06-Sep-2017  

By Mrigank Dhaniwala 
NewsRise 
MUMBAI (Sep 06) -- Indian sovereign bonds 

were little changed in afternoon trade after an 
overnight fall in U.S. Treasury yields made 
emerging market debt attractive for investors, 
spurring early gains in the notes. 

The benchmark 6.79% bond maturing in 2027 

changed hands at 102.14 rupees, yielding 
6.49%, at 1:00 p.m. in Mumbai, against 102.07 

rupees yesterday.  
“There is some buying by foreign banks but 
state banks are likely still selling,” a dealer with 
a private bank said. “The range for the market 
remains 6.45%-6.50% as of now.” 
The 10-year U.S. yield fell nine basis points 
yesterday to close at 2.07%, as global risk 
sentiment weakened after North Korea tested 
an advanced hydrogen bomb over the 
weekend, increasing geopolitical tensions in 
the region. 

The tensions between the U.S. and North Korea 
flared up after Han Tae Song, ambassador of the 
Democratic People’s Republic of Korea to the 

U.N., said yesterday that his country was ready 

to send “more gift packages” to the U.S., 
according to Reuters. 
Investors now await the U.S. Federal Reserve’s 
two-day policy meeting on Sep. 19 and Sep. 20. 
A weak inflation data has pushed back 
expectations for a third rate hike by the 

authority this year, while investors await cues on 
the U.S. central bank’s plans to trim its more-
than $4-trillion balance sheet this year. 
They also await the European Central Bank’s 
meeting tomorrow for further cues amid 
expectations that the central bank will start 

tapering its massive quantitative easing policy 
sooner than expected. 

India’s federal government is auctioning 91-day 
and 182-day Treasury bills worth 170 billion 
rupees today. It will sell 150 billion rupees of 
notes on Sep. 8. 
The benchmark Brent crude oil contract was at 

$53.26 per barrel against $53.38 in the previous 
session. India imports 80% of its crude oil 
requirements.  
 
- By Mrigank Dhaniwala; 
mrigank.dhaniwala@newsrise.org; +91-22-61353306 
- Edited By Murukesh Krishnan 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2017 NewsRise Financial Research & 
Information Services LLP 
 
 

Indian government urged to inject 

more funds into lenders  

07-Sep-2017  
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MUMBAI, Sept 7 (Reuters) - India's deputy 

central bank governor Viral Acharya called on 
the government to inject "substantial 
additional capital" into state-owned lenders, 
saying the country had to urgently address 
the weak balance sheets in its banking sector. 

Acharya's comments come after data last week 
showed gross domestic product grew only 5.7 
percent in the April-June quarter, its slowest 
pace in more than three years, in part as private 

investments have waned as banks find 
themselves saddled with a record $155 billion in 
bad debt. 
The RBI deputy governor, in a speech to bankers 
in Mumbai, welcomed central bank and 
government efforts to deal with the issue, 
including forcing lenders to more quickly 

recognise bad loans and the capital injections 
announced by New Delhi.  
But he added more needed to be done given 
the scale of bad debt in the banking sector 
and the need to revive "almost moribund 
credit growth."  

"Every few days, I wake up with a sense of 
restlessness that time is running out: we have 

created a due process for stressed assets to 
resolve, but there is no concrete plan in place for 
public sector bank balance-sheets," Acharya 
said. 
"Substantial additional capital infusion is almost 
surely required." 
Credit rating agencies have also called on the 

Indian government to inject more funds into 
state-owned lenders.  
A Moody's study showed that the top 11 of 
India's 21 banks would need a capital infusion of 
950 billion rupees by March 2019, far above the 
200 billion rupees allotted by the government.  

 
(Reporting by Sankalp Phartiyal and Rafael Nam; 
Editing by Keith Weir) 
(( sankalp.phartiyal@thomsonreuters.com ; +91-22-
61807186; Reuters Messaging: 
sankalp.phartiyal.thomsonreuters.com@reuters.net )) 
 
 

Rajan throws down fiscal gauntlet for 

New Delhi  

08-Sep-2017  
By Una Galani 
NEW DELHI, Sept 8 (Reuters Breaking views) - 
India’s rock star central banker has found his 
voice. Former Reserve Bank of India Governor 
Raghuram Rajan has broken his roughly one-
year long silence on the country to impart 

some timely advice. The ex-International 

Monetary Fund economist told Reuters Breaking 
views that New Delhi should sell stakes in state 
firms to fund a bank bailout. He’s right: 
borrowing more would give up the credibility 
India has won with international markets with its 
healthy finances. It also throws down the fiscal 

gauntlet for New Delhi.  
New Delhi needs billions of dollars to fund a 
bank bailout. In his new book, “I do what I 
do”, Rajan dismisses the idea of setting up a 
bad bank and advocates a direct 

recapitalisation. Rajan went further in an 

interview, saying the strong performance of 

India's stock market provided a good 
opportunity to sell assets to fund such a move. 
His view runs counter to the current consensus 
that India can afford to relax fiscal consolidation 
for such an important reform.  
India is already straining to hit the fiscal 

deficit goal of 3.2 percent in the current 
financial year for various reasons, including a 
halving of a payout from the RBI following 
Prime Minister Narendra Modi’s unorthodox 

currency experiment. Chief Economic Adviser 
Arvind Subramanian earlier this year said a 
bailout could cost as much as 4 percent of GDP. 
If that was borrowed and added to the existing 
position, India could end up with a deficit to rival 

its peak following the global financial crisis. That 
ultimately fed into the currency turmoil Rajan 
had to manage in 2013 when he took over the 
RBI - his success then earning him widespread 
acclaim. 
One reason India has enjoyed record inward 

investment under Modi is because of strong 
leadership as well as healthy finances, with twin 
fiscal and current-account deficits under control 
and a stable currency. India, though, has been 
helped by low oil prices and has less power to 
control the current account than to maintain 
fiscal credibility. Rajan is right to dampen the 

unbridled confidence and warn New Delhi to 
stick to the path of prudence.  

CONTEXT NEWS 
- India could sell stakes in state-owned 
companies to fund a bank recapitalisation 
without straying from the path of fiscal 
consolidation, the former head of the Reserve 

Bank of India (RBI) said on Sept. 8.  
- Stronger, better-managed banks should be 
given the capital they need to absorb losses as a 
matter of high priority, Raghuram Rajan, who 
left the RBI last year, told Reuters 
Breakingviews in an interview at the Chicago 

University offices in New Delhi. 
- “The whole point about the fiscal consolidation 
process is saying that you are making hard 
choices, so if you are staying within that you 

have to find other places where you either cut 
spending or raise resources,” Rajan said.  
- He said the government might sell some assets 

to raise funds and that a strong stock market 
provided a good opportunity for divesting. 
- The former International Monetary Fund 
economist was in India to mark the publication 
of his book, “I Do What I Do”. 
 
(Editing by Quentin Webb and Katrina Hamlin) 

(( una.galani@thomsonreuters.com ; Reuters 
Messaging: 
una.galani.thomsonreuters.com@reuters.net )) 
 

mailto:sankalp.phartiyal@thomsonreuters.com
rm://sankalp.phartiyal.thomsonreuters.com@reuters.net/
mailto:una.galani@thomsonreuters.com
rm://una.galani.thomsonreuters.com@reuters.net/
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Israel 

Israel set for $28 bln infrastructure 

spending boost  

03-Sep-2017  
JERUSALEM, Sept 3 (Reuters) - Israeli Prime 

Minister Benjamin Netanyahu said on Sunday 
his office would soon publish a multi-year 
infrastructure spending plan worth more than 
100 billion shekel ($28 billion). 

Speaking at the start of Israel's weekly cabinet 
meeting, Netanyahu said the planned projects 

would include private sector investment. 
Bank of Governor Karnit Flug told the meeting 
that improving public transport infrastructure 

would be one area of investment. 
"The level of infrastructure in Israel is 
insufficient, particularly in the area of public 
transportation, and mainly in the major cities, 

but also in the electricity delivery system and in 
communication infrastructure," Flug told 
ministers. 
"The volume of annual investment is low by 
international comparison, and we are therefore 
not closing the gap in the level of infrastructure 
compared to other advanced economies, which 

weighs down productivity and the growth 
potential of the economy." 
Flug said the government should set up a 
special unit to specialise in the management 
and monitoring of public-private partnership 
(PPP) tenders and contracts.  

"It is important that an informed estimation of 
the costs be made, and that the budgetary 

sources be defined, in order to avoid stopping 
projects and sharp cutbacks in projects as has 
happened in the past at times of budgetary 
stress," she said. 
 
($1 = 3.5705 shekels) 
(Reporting by Steven Scheer; Editing by Susan 
Fenton) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/StevenMScheer)) 
 
 

Israel's credit profile is supported by 

economic resilience, effective 

governance, falling debt ratios  

06-Sep-2017  
Sept 6 (Reuters) - Moody's: 
Moody's says Israel's credit profile is 
supported by economic resilience, effective 
governance and falling debt ratios. 

Moody's says Israel's fiscal strength likely to 
benefit from discovery of offshore gas reserves, 
particularly once production begins at Leviathan. 

Moody's says in its view there is little risk that 
geopolitical events could undermine Israeli 
government. 
Moody's - In its view, there's little risk that 
geopol events could also bring to power 

administration that differed in any substantial 

manner on fiscal/economic policy. 

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

Kazakhstan 

Kazakh tenge rebounds from 10-mth 

low on central bank support  

07-Sep-2017  
ASTANA, Sept 7 (Reuters) - The Kazakh tenge 

rebounded from a 10-month low on Thursday 
after the central bank said it was undervalued 

against the rouble and disclosed recent 
interventions in support of the local currency. 

The tenge climbed 1.6 percent to 336.00 per 
dollar on the interbank market by 0745 GMT. 
The central bank said in a statement on 
Thursday it had sold $70 million on the domestic 
market in August and had continued foreign 
currency sales in the first week of September, 

but did not disclose the volume of those. 
The regulator said its forecast was that the 
tenge would remain at its current levels if the 
price of oil did not fall below $50 per barrel and 
the Russian rouble did not weaken beyond 59-60 
per dollar. 

"Moreover, the current exchange rate level is 
undervalued against the rouble, which creates 
premises for its correction," it said. 

The tenge's bout of weakness followed the 
central bank's surprise policy rate cut on Aug.21. 
The bank cut the rate to 10.25 percent from 
10.50 percent when the market had expected 

the regulator to hold it unchanged. 
The Central Asian nation switched to a free float 
for the tenge in 2015 after the plunge in oil 
prices made maintaining a dollar peg too costly 
and threatened to deplete its reserves. 
 
(Reporting by Maria Gordeyeva; Writing by Olzhas 

Auyezov; Editing by Alison Williams) 
(( christian.lowe@thomsonreuters.com ; +7 495 775 
12 42; Reuters Messaging: 
christian.lowe.thomsonreuters.com@reuters.net )) 
 
 

Mongolia 

Mongolia dollar-bonds under pressure 

after parliament ousts PM  

08-Sep-2017  
LONDON, Sept 8 (Reuters) - Mongolia's 

sovereign dollar bonds fell on Friday after 
parliament voted to oust the country's prime 
minister late on Thursday.  

The 2022 issue fell 0.462 cents to 97.538 cents 

- the biggest decline since July - according to 

Tradeweb data. The 2021 bond lost 0.270 cents 
to trade at 117.729 cents.  
Parliament voted to oust Prime Minister 
Jargaltulga Erdenebat after his ruling Mongolian 
People's Party was defeated in a July presidential 
election. No prime minister of the thinly 

https://twitter.com/StevenMScheer)
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populated and mineral-rich country sandwiched 

between Russia and China has completed a four-

year term since 2004. 
 
(Reporting by Karin Strohecker, editing by Alexander 
Winning/Nigel Stephenson) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Philippines 

End-August 2017 GIR Level Rises to 

US$81.51 Billion  

07-Sep-2017  
Preliminary data showed that the country's 

gross international reserves (GIR) level rose 
to US$81.51 billion as of end-August 2017 
from the end-July GIR level of US$81.07 
billion, Bangko Sentral ng Pilipinas (BSP) 
Officer-in-Charge Diwa C. Guinigundo 

announced today. This level could adequately 
cover 8.7 months' worth of imports of goods and 
payments of services and primary income. It is 
also equivalent to 5.6 times the country's short-

term external debt based on original maturity 
and 3.7 times based on residual maturity.  
The build-up in reserves was due mainly to 
inflows arising from the revaluation 
adjustments on the BSP's gold holdings 
resulting from the increase in the price of gold 
in the international market, National 
Government's (NG) net foreign currency 
deposits, and income from the BSP's 

investments abroad. However, these were 

partially offset by the payments made by the NG 
for its maturing foreign exchange obligations 
and the foreign exchange operations of the BSP.  
Net international reserves (NIR), which refer to 
the difference between the BSP's GIR and total 
short-term liabilities, increased by US$0.45 

billion to US$81.51 billion as of end-August 
2017, compared to the end-July 2017 NIR of 
US$81.06 billion.  
The final data on GIR are released to the public 

every 19th day of the month in the Statistics 
section of the BSP's website under the Special 
Data Dissemination Standards (SDDS). If the 

19th day of the month falls on a weekend or is a 
non-working holiday, the release date shall be 
the working day nearest to the 19th. 
Short-term debt based on residual maturity 
refers to outstanding external debt with original 
maturity of one year or less, plus principal 
payments on medium- and long-term loans of 

the public and private sectors falling due within 
the next 12 months.  
 
(C) Copyright 2017 - Central Bank of the Philippines 
 
 

Qatar 

Qatar's central bank raises yields in 

three-month, six-month T-bill sale  

06-Sep-2017  

DUBAI, Sept 6 (Reuters) - Qatar's central bank 

said it sold 1 billion Qatari riyals ($274.7 
million) worth of treasury bills in a monthly 
auction on Wednesday, with yields higher 
than in its previous offer. 

The bank sold 650 million riyals of three-month 
notes with a yield of 2.25 percent, higher than 

the 2.14 percent yield at which the bank sold 
750 million riyals one month ago in a sign that 
sanctions against Qatar continue to exert 
pressure on liquidity in the Qatari money 
market.  
It sold 350 million riyals treasury bills with a six-

month maturity and a yield of 2.49 percent, it 
said on its website. 

 
($1 = 3.6400 Qatar riyals) 
(Reporting by Sylvia Westall; editing by Jason Neely) 
(( sylvia.westall@thomsonreuters.com ; Dubai 
Newsroom +971 56 216 6204; Reuters Messaging: 
sylvia.westall.thomsonreuters.com@reuters.net )) 
 
 

Saudi Arabia 

Saudi reform tweaks won't affect key 

economic policies  

07-Sep-2017  
By Katie Paul and Reem Shamseddine 

RIYADH/KHOBAR, Saudi Arabia, Sept 7 
(Reuters) - Saudi Arabia is revising parts of an 

economic development plan released a year 
ago but key policies, including fiscal reforms 
and a massive privatisation programme, won't 
be affected by the review, sources familiar 
with the matter told Reuters. 

In June 2016, the government published a 
National Transformation Programme (NTP) that 

included hundreds of steps to modernise the 
economy and society, from speeding up handling 
of court cases to improving pilgrims' satisfaction, 
developing e-commerce rules and encouraging 
Saudis to play more sports. 
It is looking increasingly unlikely that some of 

the targets can be hit by their 2020 deadline, 
however, partly because they were complex and 
ambitious, and partly because inefficient 
ministries have had trouble implementing steps. 
Officials and consultants are therefore drawing 
up a streamlined version of the plan known as 
NTP 2.0, the sources said, speaking 

anonymously as the government has not yet 
published it. Government officials did not 
respond to requests for comment. 
"The leadership is annoyed at some ministries 
for their lack of compliance and wants a reboot," 
said one consultant. Another source said some 
targets were being eased while data errors in 

the original document were being cleaned up. 
A draft of NTP 2.0 is to be completed by the end 
of October, according to an official document 
seen by Reuters. 
Ten ministries are to be involved in the 
revised plan, the document shows, down from 
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18 in the original. The new version boils the 
plan down to 36 objectives such as increasing 

the participation of women in the workforce, 
improving access to health care and 
developing a digital economy. 

The NTP is part of a much broader reform 
initiative known as Vision 2030. The big 
economic policy decisions designed to stabilise 
Saudi state finances in an era of cheap oil, and 
diversify the economy beyond oil exports, aren't 

part of the NTP, the document showed. 
Riyadh has embarked on tough spending cuts 
and tax rises designed to cut its budget deficit, 
which hit a record $98 billion in 2015, to zero by 
2020. 
It is also launching a privatisation programme 
that it says will raise over $200 billion, including 

the sale of a stake in national oil giant Saudi 
Aramco, and planning to develop industries such 
as shipbuilding and entertainment with the 
backing of state funds. 
Monica Malik, chief economist at Abu Dhabi 
Commercial Bank, said that while sluggish 

economic growth and low oil prices were 
hindering some of Saudi Arabia's economic 
reforms, the revision of the NTP did not indicate 
momentum for reform was slowing. 
"From our understanding, much of the potential 
changes are likely aimed at providing greater 
definition, framework and structure to the NTP. 

This is rather than any wholesale changes or 
diluting the original reform plan." 

 
(Writing by Andrew Torchia; Editing by Hugh Lawson) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

Sri Lanka 

Sri Lanka passes reforms intended to 

simplify taxes, increase revenue  

07-Sep-2017  
COLOMBO, Sept 7 (Reuters) - The Sri Lanka 

parliament passed tax reforms on Thursday 
that should simplify the tax system, widen the 
tax base and increase government revenue, as 
agreed with the International Monetary Fund 
in exchange for a $1.5 billion, three-year loan. 

The Inland Revenue Act, Sri Lanka's biggest 
major tax reform since it gained independence 
from Britain in 1948, should increase 

government revenue by at least 45 billion 
rupees ($295 million) per year, Finance Minister 
Mangala Samaraweera said. 
"Under the current complicated income tax 
framework, we have faced several risks. Sri 
Lanka has become one of the countries which 
gets lowest tax revenue in the world," 

Samaraweera told parliament. 

Few companies and people are registered to pay 
taxes, Samaraweera said, and they pay less tax 
than they should. 
The reforms are expected to support fiscal 
consolidation, make the tax system more 

efficient and equitable and generate resources 
for social and development programs, the 

IMF, which approved its loan last year, said in 
August. 

Some of the proposals will take effect Oct. 1. 
More will be implemented at the start of the next 
fiscal year, on April 1, 2018, finance ministry 
officials have told Reuters. Samaraweera said 
the reforms would broaden the direct tax base 

and reduce the indirect tax burden on the 
people.  
The bill follows pressure from the IMF to 
increase revenues after repeated balance-of-
payment crises that have led to a 29 percent 
depreciation in the Sri Lankan rupee since 
2008 and external borrowing surged in the 
final phase of a 26-year war against Tamil 
separatists. 

Tax revenue has risen to 12.4 percent of gross 

domestic product in the last two years, after 
falling to 10.1 percent in 2014. It increased 9.2 
percent to 1.66 trillion rupees ($11 billion) last 
year, as Sri Lanka hit its budget deficit target of 
5.4 percent of GDP, down from 7.4 percent in 
2015. 
 
($1 = 152.6000 Sri Lankan rupees) 
(Reporting by Ranga Sirilal; Writing by Shihar Aneez; 
Editing by Larry King) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez)) 
 
 

Tajikistan 

Tajikistan launches US$500m 10-year 

amortising bond at 7.125%  

07-Sep-2017  
LONDON, Sept 7 (IFR) - Tajikistan has 

launched a US$500m 10-year amortising bond 
at a yield of 7.125%, according to a lead. 

That compares with guidance of 7.50% area and 

initial price thoughts of 8% area.  
The deal is today's business via Citigroup and 

Raiffeisen Bank International. 
The Reg S/144A senior unsecured bonds have a 
weighted average life of 8.75 years. The net 
proceeds of the offering will be used to provide 
financing for the Rogun Hydro Power Plant. 

The sovereign is rated B3 by Moody's and B- by 
S&P. 
 
(Reporting by Sudip Roy; Editing by Philip Wright) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; Reuters Messaging: 
sudip.roy.thomsonreuters.com@reuters.net )) 
 

EUROPE 

 

Sovereign insolvency rules could help 

enforce euro zone discipline  

07-Sep-2017  

https://twitter.com/shiharaneez)
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By Jan Strupczewski 

BRUSSELS, Sept 7 (Reuters) - Euro zone 

integration could include sovereign insolvency 
rules to help discipline governments on fiscal 
rules, especially if the bloc were to create its 
own central budget, Slovak Finance Minister 
Peter Kazimir said. 

His remarks play into a larger debate about the 
future of the single currency area, now 
comprising 19 countries. Its two biggest 

economies, France and Germany, are pushing 
for more integration in the wake of Britain's 
scheduled exit from the EU in early 2019. 
Ideas that have been floated include a special 
euro zone budget, a treasury and a finance 
minister, turning the euro zone's ESM bailout 
fund into a European Monetary Fund and 
possibly some form of jointly issued debt - a 
euro zone safe asset. 

In a speech at an event organised by the 
Bruegel think-tank, Kazimir said a euro zone 
fiscal capacity - European Union jargon for a 
budget - was needed to make up for the loss of 
monetary and exchange rate policy in euro zone 
countries. 
But Kazimir, whom euro zone officials mention 

as a potential candidate to replace Jeroen 
Dijsselbloem as chairman of the bloc's finance 
ministers group, stressed that a shared budget 
could not possibly be created without fiscal 
discipline. 
"The current enforcement mechanism (of fiscal 

discipline) is questionable. On paper, everything 
works fine, but you know how it is in practice," 
Kazimir said. 
He said more discipline imposed through some 
new euro zone central authority would only 
trigger more anti-EU sentiment, which was 
already vibrant after the sovereign debt and 

migration crises. On the other hand, completely 
automatic sanctions, which some have 
proposed, would entail that the rules are 
perfectly suited to all countries and 
circumstances, which was unrealistic. 
"The second way, a fully credible no-bailout rule, 
basically means introducing an insolvency 

procedure for sovereigns. That is a very hot 

potato," Kazimir said. 
He noted that for such a procedure to be 
introduced, other elements would have to fall 
into place as well. 
"I think a full no-bailout rule could work – if all 
the proper checks and balances on the market 

are in place," he said. 
"Specifically, a fully functional banking union, 
common mechanisms against shocks, and last 
but definitely not least, the European safe 
asset," he said. 
Kazimir said completing the banking union, 

which would entail agreeing on a joint deposit 
guarantee scheme and a backstop for the EU's 
Single Resolution Fund for banks, would be 

necessary. 
"Otherwise, the insolvency of one member state 
could threaten the national banking system – 
and then, in turn, drag down the financial 

system in the rest of the euro zone," he said. 

If there were to be no bailouts, a euro zone 

budget would become even more important to 

cushion shocks that are too large for national 
fiscal policy to deal with but not so bad as to call 
in the euro zone bailout fund ESM, he said.  
"The fiscal capacity should step in and prevent 
such moderate shocks from turning into 
catastrophic ones," he said. 

"Finally, the safe asset is needed in order to 
prevent self-fulfilling prophecies, when market 
overreaction pushes countries into insolvency, 
even though this there is no good fundamental 
reason for that," he said. 
 
(Reporting By Jan Strupczewski; Editing by Hugh 
Lawson) 
(( jan.strupczewski@thomsonreuters.com ; +32 2 287 
68 37; Reuters Messaging: 
jan.strupczewski.reuters.com@reuters.net )) 
 
 

Albania 

Albania sells 7.2 bln leks (54 mln euro) 

of 1-yr T-bills, yield up  

05-Sep-2017  
TIRANA (Albania), September 5 (See News) - 
Albania's finance ministry raised 7.2 billion 
leks ($64.2 million/54 million euro) at an 
auction of one-year Treasury bills on Tuesday, 
in line with the target, according to auction 
data posted on the website of the central 

bank on Tuesday. 

The coupon of the issue settled at 2.29%, 
compared to 2.23% at the previous auction of 
one-year Treasury bills held on August 23. 
 
(1 euro = 133.317 leks) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Hungary 

Hungary's negative debt yield can be 

repeated at upcoming tenders 

05-Sep-2017  

BUDAPEST, Sept 5 (Reuters) - Hungary's 

negative debt yields can be repeated at 
upcoming tenders, Economy Minister Mihaly 
Varga said in a statement on Tuesday after 
the debt agency AKK for the first time sold all 
three-month bills on offer at a yield below 
zero. 

"Based on the trends of the past weeks we can 
expect that the negative yield reached at today's 

auction can be repeated at upcoming tenders as 
well," Varga said. 
 
(Reporting by Gergely Szakacs and Krisztina Than) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
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Hungary posts 163.1 bln forint Aug 

budget deficit  

07-Sep-2017  
BUDAPEST, Sept 7 (Reuters) - Hungary posted 

a 163.1 billion forint ($637.86 million) budget 
deficit in August after a 94.4 billion forint 
surplus in July, the Economy Ministry said on 
Thursday, adding it was on track for a 2017 
deficit target worth 2.4 percent of economic 
output. 

In the January-August period, the deficit 
widened to 979.9 billion forints from 274 billion 
in the same period a year ago, the ministry said. 
The ministry said payroll tax income and 

revenues linked to consumption rose from the 
previous year. 

On the other hand, spending on European 
Union-backed projects rose to 1.32 trillion 
forints, nearly double the levels seen last year, 
while housing subsidies to families also 

increased by a third from the previous year, the 
ministry said. 
 
($1 = 255.7 forints) 
(Reporting by Gergely Szakacs and Sandor Peto) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
 
 

Poland 

Fitch Affirms Poland at 'A-'; Stable 

Outlook  

06-Sep-2017  
PARIS/LONDON, September 06 (Fitch) This 

commentary replaces the version published 
on 7 July 2017 to correct the Applicable 
Criteria. 

Fitch Ratings, London, 06 September 2017: 
Fitch Ratings has affirmed Poland's Long-Term 
Foreign- and Local-Currency Issuer Default 
Ratings s at 'A-' with a Stable Outlook. 

A full list of rating actions is at the end of this 

rating action commentary. 
KEY RATING DRIVERS 
Poland's 'A-' ratings reflect its solid macro 
fundamentals, supported by a sound monetary 
framework and healthy banking sector. The 

ratings are constrained by a weak level of 
GDP per capita relative to the peer median 

and high net external debt (34% of GDP in 
2016 vs. -3% for the 'A' median). Government 
debt, at 54.4% of GDP at end-2016, is in line 
with the peer median. 

Fitch forecasts GDP growth will rise to 3.3% in 
2017 from 2.7% in 2016. Household revenues 
are benefiting from a decline in unemployment 

(to a historical low of 4.8% in May) and 
increased transfers under the Family 500plus 

programme. The ramp up in disbursements of 
EU funds from 2017 will support investment, and 
Poland is benefiting from stronger growth in EU 
trading partners. GDP growth is set to decelerate 

slightly after 2017, to 3.2% in 2018 and 2019, 

in part reflecting the expected monetary policy 

tightening from 2018 and a slowdown in growth 
in the EU. Potential weaker than expected 
external demand is the main downside risk to 
the outlook. Higher than expected recovery in 
investment is the main upside risk. 
Monetary policy has remained accommodative in 

recent years as inflation was well below the 
central bank's 2.5% target. Inflation has 
accelerated to 1.5% y/y in May (based on 
Harmonized Index of Consumer Prices data) 
from -0.2% on average in 2016. The agency 
expects it will increase to 2.5% by end-2019 as 

the rise in domestic demand and lower 
unemployment translate into upward pressures 
on wages and prices. Fitch expects that higher 

inflation will lead to a gradual increase in the 
policy rate from 2018. 
Fitch expects the general government deficit will 
be 2.6% of GDP in 2017, up from 2.4% in 2016. 

The cost of increased transfers to families 
(+0.3% of GDP in 2017) and implementation of 
an earlier retirement age from October 2017 
(+0.1% in 2017 and 0.5% in 2018) will largely 
be offset by a strong increase in revenue, 
reflecting the stronger economy and improved 
tax compliance (+30% y/y for VAT collection in 

the first five months of 2017). From 2018, the 
agency expects that the fiscal stance will remain 
accommodative with a deficit at 2.5% of GDP in 
2018 and 2019. 
The agency expects that government debt, at 
54.4% in 2016, should remain stable in 2017 
and gradually decline thereafter, assuming 
some fiscal tightening, real GDP growth 

slightly higher than 3%, a recovery in 
inflation towards 2.5% and a gradual increase 
in interest rates. Given the high share of debt 
in foreign currency (32% of total state 
treasury debt in April 2017), a key risk to the 
debt dynamics is currency depreciation. The 
authorities aim to reduce the share of foreign 
debt to below 30% of the total by 2020. 

Tensions with the EU have moderated relative to 
2016. The escalation of the "rule of law" 

procedure, launched by the European 

Commission in early 2016, seems to have halted 
in recent months. Potential tensions with the EU 
and the departure of the UK from the bloc could 
affect the discussion on the EU budget and the 
country's allocations for the next EU financial 
perspective (2021-2027). This would possibly 

reduce inflows to Poland, the current largest 
recipient of EU funds, over the medium term. 
Local elections at end-2018 will be a test for the 
ruling party, which has led in the polls since its 
electoral victory in 2015. The next general 
election is due in 2019. 
The banking system is well capitalised (17.7% 

as of end-2016), liquid and profitable. Various 
policies are under discussion to support CHF 

mortgage borrowers (18% of total loans to 
households, 6% of GDP). Fitch believes potential 
costs for the banks would be limited and 
manageable. Policies considered include 

compensation for the exchange rate spread, 
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incentives for voluntary restructurings including 

higher capital requirements for CHF loans, and 

relaxing eligibility criteria to an existing fund 
financed by banks to support distressed 
borrowers. 
The current account deficit reduced to 0.2% of 
GDP in 2016 from 0.6% in 2015, reflecting 
strong growth in exports and low domestic 

investment in 2016. The agency expects that the 
current account deficit will increase from 2017 
as domestic demand ramps up. Combined with 
capital inflows, including continuing grants from 
the EU, this should remain consistent with a 
gradual decline in net external debt, to 27% of 

GDP by 2019 from 34% in 2016. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 

Fitch's proprietary SRM assigns Poland a score 
equivalent to a rating of 'A' on the Long-Term FC 
IDR scale. 
Fitch's sovereign rating committee adjusted the 

output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
•External finances: -1 notch, to reflect the high 
net external debt relative to the peers. 
Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 

variables based on three year centred averages, 
including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 

to allow for adjustment to the SRM output to 
assign the final rating, reflecting factors within 

our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The Stable Outlook reflects Fitch's assessment 
that upside and downside risks to the rating are 
currently balanced. Nonetheless, the following 
risk factors could, individually or collectively, 

trigger negative rating action: 
•Any sign that the relevance of the 3% of GDP 
EU deficit criteria weakens as a fiscal anchor, or 
failure to tighten fiscal policy in order to stabilise 
the debt-GDP ratio in the medium term. 

•Weaker macro-economic policy framework 
potentially resulting in deterioration in the 

investment climate, macro instability and lower 
GDP growth. 
The following risk factors could, individually or 
collectively, trigger positive rating action: 
•Continued high GDP growth that supports 
income convergence towards the 'A' category 

median. 
•Continued reduction in external debt ratio 
supported by stronger current account balances 
and 
non-debt capital inflows. 
KEY ASSUMPTIONS 
Fitch assumes that economies in the eurozone, 

Poland's main economic partners, will grow 
2.0% in 2017, 1.8% in 2018 and 1.4% in 2019 
from 1.6% in 2016. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'A-

'; Outlook Stable 

Long-Term Local-Currency IDR affirmed at 'A-'; 

Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F2' 
Short-Term Local-Currency IDR affirmed at 'F1' 
Country Ceiling affirmed at 'AA-' 
Issue ratings on long-term senior-unsecured 

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

Poland's reserve assets in August 2017  

07-Sep-2017  
At the end of August 2017, Poland's official 
reserve assets, managed by Narodowy Bank 
Polski, stood at EUR 92.2bn, or USD 109.7bn 
in US dollar terms.  

On 7 September 2017, NBP released data on the 

country's official reserve asset holdings. 
According to the release, these amounted to 
EUR 92.2bn as at the end of August 2017, 
having decreased by EUR 1.4bn on the end-of-
July figure. There was also a decrease in the 
reserve holdings expressed in US dollars - of 

USD 0.1bn, to USD 109.7bn.  
In managing foreign exchange reserves, 
Narodowy Bank Polski - while striving to 
maximize the return on the assets - gives 
priority to their safe investment and the 

requisite level of liquidity. NBP invests the 
reserves in typical instruments used by central 
banks. The bulk of the reserves is invested in 
Treasury securities and certain amounts are held 

as securities issued by international institutions 
and government agencies. A fraction of the 
reserves is maintained in the form of term 
deposits at banks with a high credit standing 
and in gold.  
  
(C) Copyright 2017 - National Bank of Poland 
 
 

Romania 

Romania sells planned 500 mln lei (109 

mln euro) of 2020 T-notes, yield falls  

07-Sep-2017  
BUCHAREST (Romania), September 7 
(SeeNews) - Romania sold on Thursday 500 

million lei ($131 million/109 million euro) 
worth of Treasury notes maturing on April 29, 
2020, in line with target, central bank data 
showed. 

The average accepted yield fell to 1.85% from 

2.63% achieved at the last auction of 
government securities of the same issue held in 
September 2015, the data indicated. 
Demand for the T-notes, which carry an annual 

http://www.fitchratings.com/
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coupon of 5.75%, fell to 1.038 billion lei from 

1.225 billion lei at the September 2015 auction. 

The issue will be reopened on Friday when the 
finance ministry hopes to raise 75 million lei in a 
non-competitive tender. 
Romania's finance ministry plans to auction 
3.9 billion lei worth of government securities 
and to sell an additional 405 million lei in non-
competitive offers in September. 

In August, the finance ministry sold 3.28 billion 
lei worth of domestic debt paper and an 
additional 345 million lei in non-competitive 
offers, slightly below target. 
So far this year, the finance ministry has sold 
some 35 billion lei and 340 million euro worth of 
government bills and bonds and has tapped 

foreign markets for 1.75 billion euro of 2027 and 

2035 Eurobonds. 
In June, the ministry said it plans to sell 7.5 
billion euro worth of eurobonds on the 
international markets in the following two years. 
The ministry also plans to sell about 2.5-3.0 
billion euro worth of Eurobonds on the 

international markets and some 48-50 billion lei 
worth of leu-denominated domestic debt this 
year. 
 
(1 euro=4.5980 lei) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Serbia 

Serbia examining pros and cons of new 

deal with IMF 

04-Sep-2017  

By Marja Novak 
BLED, Slovenia, Sept 4 (Reuters) - Serbia is 

examining whether to seek a new loan deal 
with the International Monetary Fund after 
the current one expires in February, the 
country's prime minister said on Monday. 

She said a final decision will be taken by the end 
of the year.  

"There are pros and cons," Ana Brnabic told 
Reuters on the sidelines of a regional forum in 

the Slovenian town of Bled. 
"It ensures a fiscal discipline that we sometimes 
might lack ourselves and is a good sign for the 
international partners and international financial 
institutions," she said. 
"On the negative side the IMF is indeed 
sometimes overly conservative and there’s 
focus mostly on the reduction of public debt 
rather than GDP growth and we need a 
stronger GDP growth." 

Serbia signed a 1.2 billion euro ($1.43 billion) 
loan deal with the Fund in February 2015 and 
committed to a series of savings measures to 
curb debt and cut the budget deficit.  

Brnabic said the government and the IMF 
delegation will have "frank and open" 
discussions this month during the eighth and 
final review of the current loan deal.  
"It is equally possible that we might have a 
different kind of arrangement with the IMF that 

ensures structural reforms but also GDP 

growth," she said.  
Brnabic said economic growth in 2017 is 
expected to be 2.5 percent, falling behind the 
IMF and central bank forecast of 3 percent. 
Growth will accelerate to 3.5 percent next 
year, she said.  

"We are having a very difficult year," Brnabic 
said.  
"The first quarter was difficult because of a very 

(heavy) winter which reflected negatively on our 
electricity production in thermal power plants, 
the second quarter was bad with the drought 
and electricity production in the hydro sector." 
On top of that the drought is expected to hit 
Serbia's agricultural sector, which accounts for 
11.9 percent of national output and nearly 20 

percent of the country's exports. 
"I am hoping next year will be much, much 
better," she said.  
"We are thinking of increase of salaries in the 
public sector, some increase in pensions," she 
said. "We will place a bigger emphasis on the 

water supply systems on the infrastructure 
projects."  
 
($1 = 0.8402 euros) 
(Reporting by Marja Novak; Writing by Ivana 
Sekularac; editing by Jeremy Gaunt) 
(( ivana.sekularac@thomsonreuters.com ; +381 11 30 
44 930; Reuters Messaging: 
ivana.sekularac.thomsonreuters.com@reuters.net)) 
 
 

IMF poised to cut 2017 growth forecast 

for Serbia  

06-Sep-2017  
BELGRADE, Sept 6 (Reuters) - The IMF is likely 

to cut its 2017 growth forecast for Serbia's 
economy from 3 percent, its country 
representative said on Wednesday, citing an 

expected fall in agricultural output due to 
drought and a sharp drop in power production 
in winter.  

Sebastian Sosa said the International Monetary 
Fund, with which Serbia has a 1.2 billion euro 
($1.43 billion) loan deal, would announce the 

figure in the next few weeks.  
Prime Minister Ana Brnabic told Reuters on 

Monday growth was expected to be 2.5 percent 
in 2017, accelerating to 3.5 percent in 2018. 
Presenting a Fund report on Serbia's economy, 
Sosa said future growth "will depend on further 
improving the environment for private sector 
investment and employment growth".  
An IMF mission arrives in Serbia next week for 

discussions on the 2018 budget. The current 
loan deal expires in February and Serbia is yet 
to decide whether it would seek a new one.  
Fiscal overperformance might leave space for an 
increase in wages and pensions, Sosa said.  
"How much remains still to be agreed," he told a 

news conference. The government would have 

to use part of the money for pension and wage 
increases and the rest for public infrastructure 
investment or to reduce the tax burden.  
Sosa commended the central bank policy of 

mailto:ivana.sekularac.thomsonreuters.com@reuters.net)
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targeting inflation, but said more day-to-day 

exchange rate flexibility should be allowed.  

The bank intervenes in the interbank currency 
market to stem big fluctuations in Serbia's dinar 
currency.  
 
($1 = 0.8380 euros) 
(Reporting by Ivana Sekularac; editing by John 
Stonestreet) 
(( ivana.sekularac@thomsonreuters.com ; +381 11 30 
44 930; Reuters Messaging: 
ivana.sekularac.thomsonreuters.com@reuters.net )) 
 
 

Serbian central bank cuts benchmark 

rate to 3.75 pct  

07-Sep-2017  

By Aleksandar Vasovic 

BELGRADE, Sept 7 (Reuters) - Serbia's central 

bank surprised markets by cutting its 
benchmark interest rate on Thursday by 25 
basis points to 3.75 percent to boost lending 
and spur growth, after 13 months of keeping 
it steady. 
All 10 analysts and traders polled by Reuters this 
week and last said the central bank would keep 
the rate on hold.  

Last month, the bank said uncertainties in 
international markets motivated it to keep the 
rate steady.) 
Weak growth appeared to be the key to the 
bank's decision, particularly after Prime Minister 

Ana Brnabic's remarks that the economy could 

expand by just 2.5 percent this year, below the 
previously foreseen 3 percent. 
Brnabic also said Serbia may not seek a new 
loan from the International Monetary Fund after 
the expiration of a current 1.2 billion euro ($1.4 
billion) standby arrangement in 2018. 
The central bank's Executive Board said that low 

inflation and good fiscal performance motivated 
it to cut the rate.  
"By lowering the benchmark interest rate ... the 
Serbian central bank gives additional support to 
lending activity and economic growth," it said. 
The bank said lower dinar-indexed import prices 
and a drop of country's risk premiums have 

contributed to lower inflationary pressures.  
The bank has repeatedly said it expects inflation 
to remain within its 2017 target of 3 percent 
give or take 1.5 percentage points. July inflation 
stood at 3.2 percent, down from 3.6 percent a 
month earlier. The Statistics Office will release 
August inflation data on Sept. 12. 

The rate cut came too late and would have little 
real impact on growth in 2017, said Dejan 
Soskic, bank's former governor and lecturer of 
economics at the University of Belgrade.  
"This ... does not send a message about 
consistency and credibility to financial markets," 

Soskic told Reuters.  

"On the other hand, if short-term investors see 
this measure as an announcement of possible 
rate cuts in the future, it may have impact on 
movements on the currency market." 
The dinar has remained strong against the euro 
since the bank's last policy move, bolstered by 

foreign currency inflows for investments and 

remittances, but dealers and traders have said 

the currency was likely to weaken seasonally 
later in the year. 
After the rate decision, the dinar the dinar 
traded at the rate of 119.60 to euro, 0.2 percent 
down from the previous close, Reuters data 
showed. It further weakened to 119.75 later in 

the day. 
 
(Reporting by Aleksandar Vasovic; Editing by Toby 
Chopra) 
(( ivana.sekularac@thomsonreuters.com ; +381 11 30 
44 930; Reuters Messaging: 
ivana.sekularac.thomsonreuters.com@reuters.net )) 
 
 

Slovenia 

Slovenia must tackle labour market 

reform, privatisation  

05-Sep-2017  
LJUBLJANA, Sept 5 (Reuters) - Slovenian 

economic expansion is seen exceeding 4.5 
percent in 2017, above a previous forecast of 
3.8 percent, but the country must tackle 
labour market bottlenecks and push 
privatisations to sustain long-term growth, 
the OECD said on Tuesday. 

The Organization for Economic Cooperation and 
Development said in a report the government 

should also press ahead with pension reform and 
increase investment in skills and training. 
While the budget deficit and public debt have 
both declined as a share of economic output 
and are currently on a downward trajectory, 
age-related spending pressures will continue 
mounting in the long term without further 
action, the OECD said. 

Slovenia, which narrowly avoided an 
international bailout for its banks in 2013, 
introduced a pension reform in that year which 

will gradually raise the retirement age to 65 by 
2020. 
But the OECD says the retirement age should be 
raised to 67 for both men and women, from 63 

and 61 respectively, to ease the pressure of an 
ageing population on the state budget. 
"The primary focus of Slovenia's efforts 
should be on increasing both the statutory as 
well as the effective pension ages," OECD 
Secretary-General Angel Gurría told reporters. 

The OECD said Slovenia must also improve the 
management of state-owned enterprises, 
continue with privatisation and narrow the group 
of state firms that are considered strategic. 
Widespread public ownership, together with 

strong government involvement in business 
operations, reduces the scope for business 
investments and hinders foreign direct 
investment in the domestic market, the OECD 

said in its report. 
Over the past decades, Slovenia has been 

reluctant to privatize major companies and 
banks. The Slovenian government controls about 
50 percent of the economy and some 44 percent 
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of the banking sector.  

 
(Reporting by Maja Zuvela in Sarajevo; Editing by 
Gareth Jones) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 
 
 

Turkey 

Turkey dismisses head of $40 billion 

wealth fund after slow start  

08-Sep-2017  
•Fund set up last year, now worth at least 
$40 bln 
•Head of stock exchange to take over in 
interim 

•Gov't was impatient with lack of progress -
Erdogan adviser 
Recasts, adds adviser, details and background 

By Orhan Coskun 
ANKARA, Sept 8 (Reuters) - Turkey has 

dismissed the head of its $40 billion sovereign 
wealth fund, officials said on Friday, alluding 
to impatience on the part of President Tayyip 
Erdogan over a failure to launch any major 
investment projects a year after its founding. 

Mehmet Bostan was removed as chairman of the 
fund as of Thursday, a senior official told 
Reuters. The head of the Borsa Istanbul stock 
exchange, Himmet Karadag, has been named as 

acting chairman, the official added, declining to 
be identified because of the sensitivity of the 
issue. 

The fund had so far not shown the "performance 
expected by the public", the official said, without 
elaborating. Reuters was not immediately able 
to reach Bostan or Karadag for comment. 
The dismissal was confirmed by Erdogan adviser 
Hatice Karahan, who told Bloomberg HT 
television the fund had experienced "delays" in 

the last year, but commended Bostan for his 
efforts. 
"There have been delays. We have information 
that there has been no progress," she said.  

The fund was set up last year by the 
government to develop and increase the value of 

Turkey's strategic assets and provide resources 
for investment. Historically, sovereign wealth 
funds have been set up with oil producers such 
as Norway or Gulf states, using money from 
energy exports for investment. 
But Turkey imports almost all of its energy 
and some economists have said the 
government could better spend money paying 

down a national debt that runs at roughly 30 
percent of economic output. 

The government has transferred stakes worth 
billions of dollars of state assets, including 
stakes in flag carrier Turkish Airlines, major 

banks and fixed-line operator Turk Telekom.  
MAJOR PROJECTS 
The government has said it wanted the fund 

to manage $200 billion in assets as soon as 
possible. One senior official told Reuters this 
year that the fund could be used to secure 

financing for major infrastructure projects.  

Ratings agency Standard & Poor's has said the 

fund was more akin to a national development 

bank, with its design suggesting an effort to 
create a funding vehicle by leveraging up assets. 
Under Erdogan, who supports using large-scale 
projects to bolster the construction industry and 
domestic demand, Turkey has built high-speed 

railways, suspension bridges and undersea 
tunnels. 
Other planned mega-projects include one of the 
world's biggest airports in Istanbul and a huge 
canal that would render a large chunk of the city 
an island. 
Some analysts and opposition politicians have 

expressed concern that the fund would lead to 
greater political control over state assets and a 

decrease in outside oversight. 
 
(Additional reporting by Daren Butler and Ezgi 
Erkoyun; Writing by David Dolan; Editing by Daren 
Butler) 
(( daren.butler@tr.com ; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net )) 
 
 

Turkey's Erdogan says sovereign 

wealth fund to be reorganised  

08-Sep-2017  
ISTANBUL, Sept 8 (Reuters) - Turkish President 

Tayyip Erdogan said on Friday the country's 

sovereign wealth fund would be reorganised 
once he returns from a trip abroad and that its 
chairman had been dismissed as it had not 
achieved its targets. 

"The desired goals and progress were not 
achieved in the wealth fund," Erdogan told 
reporters at Istanbul's Ataturk Airport. We need 
to reorganise the wealth fund and we will take 
that step after the Kazakhstan visit." 

A senior official earlier told Reuters Mehmet 
Bostan was removed as chairman of the fund on 
Thursday, with the head of the Borsa Istanbul 
stock exchange, Himmet Karadag, named as 
acting chairman. 
 
(Reporting by Ezgi Erkoyun and Dirimcan Barut; 
Writing by Daren Butler; Editing by Dominic Evans) 
(( daren.butler@tr.com ; +90-212-350 7053; Reuters 
Messaging: 
daren.butler.thomsonreuters.com@reuters.net )) 
 
 

Ukraine 

Ukraine parliament votes to remove 

tax on foreign profit from debt swaps  

07-Sep-2017  
KIEV, Sept 7 (Reuters) - Ukraine's parliament 

voted on Thursday to remove a tax for foreign 
investors on profit earned on debt swap 
operations, after Prime Minister Volodymyr 
Groysman said this was needed to allow 

Ukraine to borrow in September. 

"I ask you to pass this in its entirety so that in 
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September we can refinance in order to save 

budget funds on state debt servicing," he told 

parliament ahead of the vote.  
 
(Reporting by Natalia Zinets; Writing by Alessandra 
Prentice; Editing by Alison Williams) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
 
 

Urging reforms, Poroshenko says 

Ukraine can't cope without IMF  

07-Sep-2017  
By Natalia Zinets 
KIEV, Sept 7 (Reuters) - President Petro 

Poroshenko said on Thursday that Ukraine 
would struggle badly if it ditched its IMF aid 

programme, urging lawmakers to pass anti-
corruption and pension reforms that the Fund 
has called for. 

Ukraine has received $8.4 billion from the 
International Monetary Fund, helping it recover 
from a two-year recession following the 
annexation of Crimea by Russia in 2014 and the 
outbreak of a Russian-backed insurgency in its 

industrial east. 
But Fund officials are concerned that the 
country is backsliding on some of its 
promises, while reformist politicians and 
activists have questioned the authorities' 
commitment to enacting lasting change. 

Further disbursements from the $17.5 billion 
programme depend in part on the pension 
reform being implemented and a review of gas 

prices that could lead to a rise in utility tariffs. 
Both policies face stiff opposition from populist 
lawmakers. 
Poroshenko said the economy was expected to 
grow 1.8 percent this year, but that continued 
macroeconomic stability depended on Ukraine 

honouring its commitments.  
"We need to implement the IMF programme, 
without which Ukraine is extremely 
vulnerable," he said in a speech to parliament. 
"I hope the pension reform will be passed at 
the next session." 

"It is urgent to establish a special anti-corruption 
judicial body," he added. He did not say how this 
body should be structured.  

The IMF wants Ukraine to set up an independent 
court to focus on tackling corruption, which 
remains entrenched. 
An alternative proposal by Kiev for an anti-
corruption chamber in existing courts has been 
criticised as insufficiently independent by reform 
activists. 

Poroshenko has been accused by activists and 
opposition politicians, including former Georgia 
president Mikheil Saakashvili, of either abetting 
or turning a blind eye to corruption and vested 
interests while paying lip service to reform.  

Saakashvili was invited to become governor of 
the southern Ukrainian Odessa region but he 

quit in November, part of an exodus of 
reformers who left after joining the pro-Western 
government that emerged from the 2014 Maidan 

protests. 

MP Yegor Sobolev, who heads parliament's anti-

corruption committee, said the president needed 
to follow through on his promises. "Poroshenko 
can say the most correct things, but the problem 
is he then does the complete opposite thing," he 
told Reuters.  
Regarding other reforms, an IMF-backed 

proposal to lift a moratorium on sales of 
agricultural land has also proved contentious in 
parliament. 
The Fund has said Ukraine does not need to pass 
any land laws for the disbursement of the next 
loan tranche, but it will likely be a pre-condition 

for any further tranches. 
Poroshenko said he would not force parliament 
to back land reforms. 

He also said he was against holding early 
elections. Presidential and parliamentary polls 
are scheduled for 2019 but many lawmakers 
have talked up prospects of an early vote. 

 
(Additional reporting by Pavel Polityuk; Writing by 
Alessandra Prentice; editing by Matthias Williams and 
John Stonestreet) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
 
 

Ukraine launches tender offer for 2019, 

2020 Eurobond swap  

07-Sep-2017  
LONDON, Sept 7 (Reuters) - Ukraine on 

Thursday launched a tender offer to holders of 
its dollar bonds maturing in 2019 and 2020 to 
swap the paper, according to a statement 
from representatives of Ukraine's finance 
ministry. 

The deadline for tendering the paper was Sept. 

15. 
Sources earlier told Reuters that Ukraine had 
appointed Rothschild as an advisor, with a view 
to extending its debt maturities. 
Kiev is preparing to return to international 
capital markets this month, having appointed 
Citi, Goldman Sachs and JPMorgan to lead a 

bond issue - its first since a 2015 debt 
restructuring. 
 
(Reporting by Sujata Rao and Alexander Winning) 
(( alexander.winning@tr.com ; Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
 

LATIN AMERICA 

 

Argentina 

Argentina increases 2024 bond 

issuance for 3rd time in 2 months  

05-Sep-2017  
BUENOS AIRES, Sept 5 (Reuters) - Argentina 

increased its dollar-denominated Bonar 2024 
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sovereign bond issuance by up to $5 billion, 
the government said in the official gazette on 

Tuesday, the third time it has increased the 

bond in a little over two months. 
President Mauricio Macri's government also 
inked a repurchase deal for $1.8 billion worth of 
the bonds with UBS AG London branch, 
Deutsche Bank, Banco Bilbao Vizcaya Argentaria  
and BBVA Banco Frances. 
The bond was originally sold in 2014 for $3.25 
billion with a 8.75 percent coupon. At the time 
the country was locked out of the 
international capital markets due to a debt 
default dispute that was resolved last year, 
soon after President Mauricio Macri came to 
power in late 2015. 

The government had increased the Bonar 2024 
bond issuance by $4 billion in early August, 

inking a $2.7 billion repo deal, and by $4 billion 
in late June, along with a $1.5 billion repurchase 
deal.  
 
(Reporting by Hernan Nessi; Writing by Luc Cohen) 
©Thomson Reuters 2017. All rights reserved. 
 
 

Brazil 

Brazil's Congress approves softened 

budget targets  

06-Sep-2017  

BRASILIA, Sept 5 (Reuters) - Brazil's Congress 

on Tuesday approved softened budget targets 
for 2017 and 2018 on a final vote, paving the 
way for the government to partly roll back 
crippling spending cuts. 

Brazil will now target a primary deficit target of 
159 billion reais ($49.7 billion) for this year and 
next, up from 139 billion reais this year and 129 
billion reais for 2018. 

 
(Reporting by Maria Carolina Marcello; Editing by 
Sandra Maler) 
(( jake.spring@thomsonreuters.com ; +55 61 99653-
2429; Reuters Messaging: 
jake.spring.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/jakespring) ) 
 
 

Uruguay 

Uruguay sets 8.625% final yield on 10-

year global peso bond  

07-Sep-2017  
By Paul Kilby 
NEW YORK, Sept 7 (IFR) - Uruguay on 

Thursday set a final yield of 8.625% on its 10-
year global peso bond expected to price later 
in the day, a source told IFR. 

Final pricing is well inside initial price thoughts of 

9% to low 9% and at the tight end of guidance 
of 8.75% (+/-12.5bp) after books reached 
around US$4bn earlier in the day, according to 
an investor.  

The deal's final size will depend on the response 

to a tender for dollar and inflation linked bonds 

which is being done in conjunction with the new 

issue.  
Deutsche Bank, HSBC and Santander are acting 
as leads. The bond, which matures in 2028, is 
expected to be rated Baa2/BBB/BBB-. 
 
(Reporting by Paul Kilby; Editing by Shankar 
Ramakrishnan) 

(( paulj.kilby@thomsonreuters.com )) 
 
 

Venezuela 

Venezuela's Maduro says will shun U.S. 

dollar in favor of yuan, others  

08-Sep-2017  
CARACAS, Sept 7 (Reuters) - Venezuela's 

President Nicolas Maduro said on Thursday 
that the cash-strapped country would seek to 
"free" itself from the U.S. dollar and that the 
country's weakest official exchange 
mechanism would next week use a basket of 
other currencies, including the Chinese yuan. 

"Venezuela will implement a new mechanism of 
international payment and create a basket of 
currencies," said Maduro, who also increased the 
country's minimum wage by 40 percent, making 
it a total of just under $7 per month at the black 
market exchange rate. 
 
(Reporting by Deisy Buitrago and Corina Pons; Writing 
by Girish Gupta; Editing by Clive McKeef and Sandra 
Maler) 
((Venezuela newsroom)) 
 

AFRICA 
 

Algeria 

Algeria approves measures to cover 

budget deficit  

07-Sep-2017  
•Exceptional measures to tackle deficit 
•Three years of low oil prices hit economy 
•Oil, gas finance 60 percent of budget 

By Hamid Ould Ahmed 
ALGIERS, Sept 7 (Reuters) - Algeria's 

government has approved draft amendments 
to a law aimed at securing new funding 
sources to cover budget deficts as it struggles 
to cope with a sharp fall in energy earnings. 

Amendments to the Money and Credit Law were 
endorsed at a cabinet meeting on Wednesday, 

chaired by President Abdelaziz Bouteflika, that 
discussed plans for the newly appointed 
government of Prime Minister Ahmed Ouyahia. 
The North African OPEC member country has 

been facing financial pressure since crude oil 
prices started falling in mid-2014, halving its oil 
and gas revenue, which accounts for 60 percent 

of state budget. 
The amendment will "authorise the central 
bank to lend directly to the public treasury so 
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as to finance budget deficits and internal 
public debt and provide resources to the 

National Investment Fund", the presidency 
said in a statement late on Wednesday. 

This type of "exceptional funding" will be 
implemented for five years and "accompanied 
with financial and economic structural reforms", 
it said, without elaborating. 
"Algeria will temporarily turn to this funding 

after resisting for three years the effects of a 
severe financial crisis caused by a serious 
collapse in hydrocarbons prices," the statement 
added. 
Bouteflika in June called for "internal 
uncoventional funding" to avoid turning to 
foreign debt, estimated now at less than $4 
billion. 
Algeria expects its budget deficit at 8 percent 

for 2017 down from 15 percent in 2016. 

The cabinet meeting also approved government 
action plan, which aimed at "improving business 
environment and boosting investment in all 
sectors". 
The amendments and government plans will still 
need final approval by parliament, where 

Bouteflika's backers have an overwhelming 
majority. 
Algeria has cut public spending by 14 percent for 
this year after a 9 percent reduction in 2016, 
and is struggling to reduce its imports bill 
despite increasing restrictions since early 2016. 
That coincides with failures to implement 

reforms and diversify the economy away from oil 
and gas, which account for 94 percent of export 
revenue. 
 
(Reporting by Hamid Ould Ahmed; Editing by Alison 
Williams) 
(( hamid.ouldahmed@thomsonreuters.com ;)) 
 
 

Congo 

Fitch Upgrades the Republic of Congo's 

Foreign-Currency IDR to 'CC'  

06-Sep-2017  

HONG KONG, September 06 (Fitch) Fitch 

Ratings has upgraded the Republic of Congo's 
Long-Term Foreign-Currency Issuer Default 
Rating to 'CC' from 'RD' (Restricted Default). 
The issue rating on long-term senior-
unsecured foreign-currency bonds also been 
upgraded to 'CC' from 'D' (Default). 

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

KEY RATING DRIVERS 
The upgrade of Congo's Long-Term Foreign-
Currency IDR reflects the following key rating 
drivers: 
The payment of principal and interest, initially 
due on 30 June 2017, on Congo's US dollar 

notes maturing in 2029 (ISIN XS0334989000) 

was made to investors last week. The funds had 
been frozen in the custody of Congo's trustee in 
the US under two restraining notices issued on 
behalf of Commissions Import Export SA 

(Commisimpex), a former contractor of the 

Republic of Congo. The restraining notices were 

lifted by a New York District Court on 22 August 
on the court's assessment that the issuer no 
longer held an interest in the frozen funds. 
Fitch downgraded Congo's Long-Term Foreign-
Currency IDR to 'C' from 'CCC' on 17 July after 
the payment was missed and entered the grace 

period. We further downgraded the IDR to 'RD' 
on 2 August following the expiry of the 
stipulated grace period. 
The upgrade to 'CC' reflects the resumption of 
payments, which has cured the default. It is 
based on our view that some legal uncertainty 
persists leading to lingering risks of 
disruptions to future payments to 
bondholders. It also reflects Congo's 

fundamental weaknesses including weak 
public finance management, tight financing 
conditions and high and growing government 
debt. 

Congo's 'CC' Long-Term Foreign-Currency IDR 
also reflects the following key rating drivers: 
Some uncertainty surrounds the actual level of 
Congo's gross general government debt 

(GGGD). Based on the currently available 

information, we forecast Congo's GGGD to 
increase to 88.5% of GDP at end-2017, more 

than quadrupling since 2010. However, media 
reports have pointed to the accumulation of 
undisclosed liabilities by the government and 
state-owned enterprises, notably in the oil 

sector, which could lead to a material upwards 

revision to our GGGD estimate. 
Congo's weak governance and public finance 
management is a major credit weakness. 
Congo's payment track record to creditors and 
suppliers has been historically weak, as 
illustrated by the two missed payments on 
Congo's Eurobonds since June 2016. 

Transparency and data availability are weak and 
public finances are highly dependent on oil 
revenues. 
Fitch expects financing conditions to remain 
tight. Fiscal buffers have dwindled as Congo's 
deposits with Banque des Etats d'Afrique 

Centrale (BEAC, the Central Bank of the CEMAC 

region) have fallen to XAF115.2 billion at end-
May 2017, equivalent to 2.4% of GDP, down 
from 19.3% at end-2014. Statutory advances 
from BEAC have reached their ceiling and have 
been frozen at that level under a decision taken 
by the CEMAC heads of states in December 

2016. Access to external bilateral loans has 
reportedly become more difficult. Tapping the 
regional market is unlikely to secure sufficient 
financing given its limited absorption capacity 
and the tight liquidity conditions prevailing in 
CEMAC. 
We expect the negotiations between Congo 

and the IMF on a support programme to 
resume shortly, after the holding of legislative 
elections in July and the formation of a new 

government in August. An IMF programme 
would ease the strain on funding in the short 
term and contribute to stabilising CEMAC's 
pooled foreign exchange reserves. Should an 
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agreement be concluded, compliance with the 

programme's milestones will remain subject to 

material risks due to the structural weaknesses 
of the PFM framework and the magnitude of the 
fiscal adjustment needed to stabilise debt. Even 
with an IMF programme, additional support from 
official bilateral creditors will also be needed to 
restore the sustainability of public finances. 

SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
As per its published sovereign criteria, for 
ratings of 'CCC' and below, Fitch has not utilised 
the SRM and QO to explain the ratings, which 
are instead guided by rating definitions. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three year centred averages, 

including one year of forecasts, to produce a 
score equivalent to a LT FC IDR. Fitch's QO is a 
forward-looking qualitative framework designed 
to allow for adjustment to the SRM output to 

assign the final rating, reflecting factors within 
our criteria that are not fully quantifiable and/or 
not fully reflected in the SRM. 
RATING SENSITIVITIES 
The Long-Term IDRs do not have an Outlook. 
Developments that could result in a downgrade 
include: 

•New legal procedures initiated against the 
sovereign and causing disruptions to payments 
to bondholders 
-Intensified economic and financial stress 

leading to heightened risk of non-payment of 
principal or interest due on debt securities 

issued in public markets 
Developments that could, individually or 
collectively, result in an upgrade, include: 
-Reduced risk of litigation-related disruptions to 
payments to bondholders 
-Improvement in the liquidity of the 
government, resulting for example from a 

successful agreement on an IMF support 
programme 
-Evidence of a material improvement in public 
finance management capacity. 
KEY ASSUMPTIONS 

Fitch assumes no break-up of the CEMAC 
monetary zone and no devaluation of the CFA 

franc. 
Global economic trends and commodity prices 
are expected to develop as outlined in Fitch's 
Global Economic Outlook. Fitch assumed that 
Brent crude will average USD52.5/barrel in 
2017, USD55/barrel in 2018 and USD60/barrel 

in 2019. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR upgraded to 
'CC' from 'RD' 
Long-Term Local-Currency IDR affirmed at 'CCC' 
Short-Term Foreign-Currency IDR affirmed at 'C' 
Short-Term Local-Currency IDR affirmed at 'C' 

Country Ceiling affirmed at 'B+' 
Issue ratings on long-term senior-unsecured 
foreign-currency bonds upgraded to 'CC' from 'D' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 

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

 
 

Guinea 

China to loan Guinea $20 bln to secure 

aluminium ore  

06-Sep-2017  
By Saliou Samb 
CONAKRY, Sept 6 (Reuters) - China agreed on 

Wednesday to loan Guinea $20 billion over 
almost 20 years in exchange for concessions 
on bauxite, an ore of aluminium which the 
West African country has in abundance, the 

mines minister said. 

The projects guaranteed by the loan included 
China Power Investment Corp's (CPI) planned 
alumina refinery and Aluminium Corp of China's 
(Chalco) bauxite mine and another bauxite 
project by China Henan International 
Cooperation Group, all of them in the 

northwestern town of Boffa. 
"Those are the three projects targeted as 
priorities for the first phase," Mines Minister 
Abdoulaye Magassouba told Reuters. "The 
revenues these projects generate will serve as 
reimbursement for the loans." 
The minister said the money would be spent 
on badly needed infrastructure - Guinea is one 

of the world's least developed countries - a 
roads-for-minerals formula that China often 
uses to gain access to Africa's resources.  

Projects earmarked included roads in the capital 
Guinea and highways upcountry, a project for 
extending the port of Conakry, an electric 
transmission line and the building of a 
university, Magassouba said. 

Chalco said last month it plans to invest $500 
million in the project in Boffa, about 200 
kilometres from the capital Conakry, which was 
abandoned by BHP Billiton in 2013. The $6 
billion CPI alumina project has been on the cards 

since at least 2012.  
Guinea, Africa's leading bauxite producer, holds 

some of the world's richest bauxite and iron ore 
deposits, including the Simandou iron ore 
deposit, in its remote east, which is mired in 
legal disputes but has nevertheless attracted 
intense interest from China.  
 
(Reporting by Saliou Samb; Writing by Tim Cocks; 
Editing by Susan Fenton) 
(( tim.cocks@thomsonreuters.com ;)) 
 
 

Kenya 

Court ruling on Kenyan election is 

credit negative  

04-Sep-2017  
LONDON, Sept 4 (Reuters) - Credit rating 

http://www.fitchratings.com/
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agency Moody's said on Monday that a ruling 
by Kenya's Supreme Court to invalidate last 

month's presidential election result was a 
credit negative for the East African country. 

Moody's said in a statement that the ruling 
would prolong a period of political uncertainty 
that has damaged business confidence and 
undermined growth in Kenya. 
"The events would "further stymie the 

development of policies to address the country's 
main credit challenges, in particular the large 
fiscal deficit of 10 percent of GDP," the agency 
added. 
Last week, Kenya's Supreme Court declared that 
an Aug. 8 election won by President Uhuru 
Kenyatta was void, citing irregularities, and 

demanded a new poll with 60 days. 

 
(Reporting by Alexander Winning; editing by Sujata 
Rao) 
(( alexander.winning@tr.com ; Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
 
 

South Africa 

South Africa hires banks for US dollar 

bond  

06-Sep-2017  
By Sudip Roy 
LONDON, Sept 6 (IFR) - South Africa has 

picked banks for a potential US dollar bond 
deal, according to market sources. 

The sovereign has hired a mix of international 
and local banks for the transaction, which could 
come as early as next week, said one banker 
away from the deal. 
South Africa sent an RFP for the deal in July. 

The sovereign last issued in international 
markets in October with a US$3bn dual-tranche 
offering of 12-year and 30-year bonds. 
South Africa is rated Baa3/BB+/BB+. 
 
(Reporting by Sudip Roy, editing by Julian Baker) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; Reuters Messaging: 
sudip.roy.thomsonreuters.com@reuters.net )) 
 
 

 

 

Tanzania 

Tanzania nets US$500m 5-yr loan  

06-Sep-2017  
The Republic of Tanzania has closed a 
US$500m loan five-year led by Credit Suisse, 

according to banking sources, which could set 
a benchmark for other African sovereigns 
tapping the loan market. 

Nedbank and Bank of China also participated in 
Tanzania's loan, one of the bankers said. 
This is the first syndicated loan for the east 
African country since August 2011, when it 

signed a US$250m multi-tranche loan with a 

group of local and international banks to fund 

development projects, including road and rural 
electrification. 
That three-tranche loan was led by Stanbic Bank 
Tanzania and its parent bank, Standard Bank 
Group, which acted as global coordinator. 
The five-year maturity on Tanzania's new loan 

has set a benchmark for other African 
sovereigns -- in particular Kenya, which could 
tap the loan market in coming months to 
refinance a US$750m two-year deal that 
signed in December 2015. 

“The five-year tenor was a surprise. A precedent 
has now been set and Kenya could well now ask 
for a five-year loan,” said one banker. 
However lenders will not feel under pressure to 

match the terms of Tanzania’s loan, bankers 
said. 
“I don’t think banks will be under any pressure. 
If we want to do a five year loan we will do it. 
We have to wait until we see what Kenya’s 
funding plans are for next year before a decision 
is made,” another banker said. 
Kenya's 2015 loan was placed via arrangers 
Citigroup, Standard Bank and Standard 
Chartered. It paid a margin of 520bp and has 
been extended for six months amid the 
political uncertainty surrounding the recent 
Kenyan elections on August 8. 

The re-election of incumbent president Uhuru 
Kenyatta has been annulled and fresh elections 

ordered to be held within 60 days after 

Kenyatta’s main opponent Raila Odinga 
contested the results of the election in the 
Supreme Court. 
However, the loan can only be extended once, 
so a refinancing will have to take place within six 
months. 
If Kenya cannot access the bond market – which 

may now be closed to it because of the political 
uncertainty – it will have to tap the loan market. 
Kenya was last in the market in May when it 
raised a US$1bn loan divided between a 
US$766m two-year tranche paying 500bp 
over Libor and a US$234m three-year tranche 
paying 520bp. 

The facility was underwritten by Citigroup, Rand 

Merchant Bank, Standard Bank, and Standard 
Chartered Bank as bookrunners and initial 
mandated lead arrangers. 
 
((Sandrine.bradley@thomsonreuters.com; +44 207 
542 0651; Reuters Messaging: 
Sandrine.bradley.com@reuters.net;)) 
 
 

Zimbabwe 

Zimbabwe businesses warn Mugabe 

growing deficit could destabilise banks  

07-Sep-2017  

By MacDonald Dzirutwe 
HARARE, Sept 7 (Reuters) - Zimbabwean 

business leaders told President Robert 
Mugabe on Thursday that his government's 

mailto:Sandrine.bradley.com@reuters.net;)
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expanding fiscal deficit was unsustainable and 
that financing it through local borrowing 

could destabilise the banking sector. 

At the first such meeting in 10 years, executives 
from the mining, manufacturing, banking and 
farming sectors and representatives of foreign 
airlines told Mugabe and his cabinet ministers 
they must exercise fiscal discipline. 
"The current levels of the fiscal deficit and the 

mode of financing, against diminished fiscal 
revenue sources, is measurably 
unsustainable," said Charles Msipa, who 
represented the business leaders at the 
meeting in Harare.  

"This scenario invariably leads to an 
unsustainable domestic debt build up, with 
significant adverse implications on the banking 
sector stability," Msipa said. 

Mugabe did not directly respond, but said there 
should be more meetings between his cabinet 
and business leaders.  
In July, Finance Minister Patrick Chinamasa 
said the budget deficit had risen to $1.4 
billion in 2016, worse than previously 
estimated and equivalent to 10 percent of 
national output. 

Zimbabwe has not been able to borrow on 

international financial markets since 1999 after 
defaulting on repayments to the International 
Monetary Fund and other foreign lenders and 
must rely on domestic taxes to fund its $4 billion 
budget. 

The government is borrowing from banks by 
issuing Treasury Bills, which analysts say is a 

major cause of liquidity shortages in the 
economy. 
The central bank says the total stock of Treasury 
Bills in the market is $2.5 billion, but bankers 
and financial analysts say the figure is much 
higher. 

Msipa said foreign currency shortages meant 
businesses were struggling to pay for imports, 
echoing a warning by a retailers' association this 
week that problems importing could lead to 
shortages of basic goods. 
Last month, the central bank ordered platinum 
and chrome miners, the country's main foreign 

currency earners, to surrender 80 percent of 
their export earnings to it -- up from 50 percent 
-- to contain a crippling dollar note shortage. 
 
(Reporting by MacDonald Dzirutwe; Editing by Ed 
Stoddard and Catherine Evans) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 
macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
 

OCEANIA 
 

Fiji 

Moody's upgrades Fiji's ratings to BA3 

from B1  

06-Sep-2017  

Sept 6 (Reuters) - Moody's Investors Service: 

Moody's upgrades Fiji's ratings to BA3 from 
B1; changes outlook to stable from positive. 

Moody's - factors driving rating upgrade is 
expectation that strengthening in Fiji's 
institutional framework, policy effectivenes will 
support economic growth. 
Moody's says expects Fiji's engagement with 
international financial institutions to continue to 

enhance government debt affordability, overall 
fiscal strength. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 

EMERGING MARKET 

 
 

Emerging market inflows down $4 bln 

from July to lowest since Jan  

05-Sep-2017  
By Dion Rabouin 
NEW YORK, Sept 5 (Reuters) - Foreign 

investors cut capital flows to emerging 

market debt and equities in August, reducing 
inflows to $15.8 billion as investor caution 
and profit-taking have slowed flows, a survey 
from the Institute of International Finance 
revealed on Tuesday. 
The reading marked the lowest level of inflows 
since January's $13.2 billion reading. 

Emerging market stocks showed their first 
negative print since November and EM debt saw 

$16.5 billion of inflows. 
Net capital flows to China, the world's second-
largest economy and largest emerging 
market, were negative with some $23 billion 
in outflows. China is considered an emerging 
market because of its exceptional growth 
rate. 

Still, August marked the ninth consecutive 
month of positive inflows for the asset class. 

Through the first eight months of 2017, 
combined equity and debt portfolio inflows to 
emerging markets have totaled just over $200 
billion, nearly double the pace of the previous 

two years, IIF said. 
That pace remains behind the 2010-2014 
average of $230 billion of inflows. Analysts also 

cautioned that flows tend to slow significantly in 
the later months of the year.  
"We could see another slow end to the year if 
markets begin to take the (Federal Reserve) 
more seriously on rate hikes and balance sheet 
unwind," IIF said in a statement.  
The group also pointed out that the last four 

months or one-third of the year have accounted 
for only 13 percent of annual flows over the past 
three years. 
Late last month IIF warned that investor caution 
and profit-taking may be starting to creep into 

emerging markets following their meteoric rally 

so far this year. 
A combination of increasing global growth, 
low interest rates and a weak dollar have 
fuelled the surge in emerging economy 
currencies and assets, but the group's capital 
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flow tracker pointed to possible signs of a 
pause. 

"While flows to emerging markets have been 

resilient over the past few weeks, our investor 
sentiment metrics suggest a more cautious 
tone," a previous IIF report said. 
"Our EM risk appetite metric suggests that 
investors continue to take on credit risk in 
search for yield, but have turned slightly 

negative on EM currency risk despite recent U.S. 
dollar weakness." 
EM Asia saw $6.1 billion in combined equity and 
debt inflows, led again by inflows to Indian debt. 
Latin America was close behind with $5.9 billion 
– a four month high – led by inflows to Brazil 

equities. 
 
(Reporting by Dion Rabouin; Additional reporting by 
Marc Jones; Editing by Chizu Nomiyama) 
(( Dion.Rabouin@thomsonreuters.com ; +1 646 223 
5946; Reuters Messaging: 
dion.rabouin.reuters.com@reuters.net )) 
 
 

Nord Korea tensions knock stocks, EM 

bond yields go sub 6 pct  

06-Sep-2017  
By Alexander Winning 
LONDON, Sept 6 (Reuters) - Nerves over North 

Korea knocked emerging market stocks and 
pushed the cost of insuring Seoul's debt to the 
highest this year on Wednesday, but a rally in 
bonds drove average local debt yields below 6 

percent for the first time since early 2015. 

Appetite for EM equities waned again as South 
Korean President Moon Jae-in told Russia's 
Vladimir Putin the situation on the Korean 
peninsula could become unpredictable, after a 
top North Korea diplomat had promised more 
"gift packages" for the United States. 

MSCI's emerging stock index dropped 0.4 
percent, with a fifth straight day of losses in 
South Korea  compounded by falls across EM 
markets from Russia to South Africa. 
The cost of South Korean credit default swaps, a 
derivative investors use to protect them against 
rising risk aversion, was also at its highest of the 

year, as the contract rose by 5 basis points to 72 
bps, according to data provider Markit. 
But the moves have not been enough to derail 
the year's blistering rally in emerging markets. 
The benchmark MSCI stock index is up over 25 
percent this year, following an eight-month long 
rally that saw it hit a three-year high last week. 
The average yield on emerging market local-
currency debt, as tracked by JP Morgan, fell 
below 6 percent on Wednesday too for the 
first time since February 2015, reflecting 
strong appetite for bonds. 

Underscoring that demand further, $7 billion 
economy Tajikistan is readying a $1 billion bond. 

It will be the second poorest country after 

Ethiopia to tap global borrowing markets.  
"EMs have really been supported by lower U.S. 
rates and the rally seems really powerful 
because despite this rebound of risk aversion 
nothing really happens," said Credit Agricole 

senior emerging market strategist Guillaume 

Tresca. 
"That being said the room for further EM 
performance is really shrinking. Valuations 
are quite high so we are turning a little bit 
more cautious than before."  

The simmering North Korea tensions and global 
risk-off mood meant most emerging market 
currencies were slightly weaker on Wednesday, 

though losses were kept in check by the recent 
bout of dollar weakness. 
The Russian rouble outperformed, rising 0.4 
percent and adding to gains from Tuesday, when 
a sharper-than-expected fall in inflation and 
jump in oil prices encouraged investors to pile 
into Russian bonds. 

Commerzbank analysts said in a note that they 

saw further upside for the rouble in the short 
term, predicting only cautious rate cuts by the 
Russian central bank.  
Among other risers, the Chinese yuan gained 0.2 
percent against the dollar and the Malaysian 
ringitt strengthened to a near 10-month high 

after data showed exports surged more than 
expected in July. 
In a sign that investor appetite for emerging 
markets could be starting to ease, however, a 
survey from the Institute of International 
Finance showed on Tuesday that investors cut 
capital flows to EM debt and equities in August. 

Inflows fell to $15.8 billion, the lowest level 
since January's $13.2 billion reading. 

 
(Reporting by Alexander Winning and Marc Jones; 
Graphic by Marc Jones; Editing by Catherine Evans) 
(( alexander.winning@tr.com ; Reuters Messaging: 
alexander.winning.thomsonreuters.com@reuters.net )) 
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