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ASIA 
 

China 

Fitch says will cut China local govt 

ratings if data revisions are major  

23-Jan-2018  

BEIJING, Jan 23 (Reuters) - Fitch Ratings on 

Tuesday warned that it would take ratings 
action against Chinese local governments if 
revisions to their fiscal data were significant, 
after recent reports on fake economic data 
deepened concerns about governance and 
oversight.  

Local and regional governments in China have 
long been suspected of cooking up numbers. 
Blame is often put on ambitious local officials 

trying to brighten their career prospects by 
delivering stellar work reports. 
The agency's comments come after the 
autonomous region of Inner Mongolia earlier 
this month said its fiscal revenue for 2016 
ought to be 26 percent, or 53 billion yuan 
($8.3 billion), less than initially stated. 

Fitch reacted by downgrading its internal 
assessment of the creditworthiness of the 

northern Chinese region. It also cut the ratings 
on the senior unsecured bonds due 2020 issued 

by Inner Mongolia High-Grade Highway 
Construction and Development Co to BBB- from 
BBB, with a negative outlook. 
Local and regional governments globally do not 
have internationally accepted accounting 
policies. In China, Fitch relies on official fiscal 
data from provincial and local administrations, 

which are then approved by the local 
legislatures. 
Recent falsification by provincial governments 
may highlight shortcomings in the auditing 
process, particularly in terms of central 
government oversight, Fitch cautioned. 

"We would expect recent data manipulation 
problems to prompt a focus on tighter 

supervision, including stronger and more 
transparent reporting requirements and stricter 
disciplinary measures to discourage 
falsification," it said in a report on Tuesday. 
The National Audit Office said in December that 
10 city and county governments had been found 
to be inflating their fiscal revenue by a total of 

1.5 billion yuan. 
But the local authorities so far exposed for data 
manipulation represent only a small portion of 
the 44,000 local and regional governments 

across China, Fitch said. 
China will look into reports of irregularities in 
regional economic data, and will deal with any 

impropriety according to the law, the head of 
China's statistics bureau said last week. 
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($1 = 6.3996 Chinese yuan) 
(Reporting by Ryan Woo; Editing by Sam Holmes) 
(( Ryan.Woo@thomsonreuters.com ; +86-10-6627-
1214; Reuters Messaging: 
ryan.woo.reuters.com@reuters.net )) 
 
 

China central bank says overseas 

entities held $187.71 bln of domestic 

bonds at end-Dec  

24-Jan-2018  
BEIJING, Jan 24 (Reuters) - China's central 

bank said on Wednesday overseas entities 
held 1.20 trillion yuan ($187.71 billion) of 
domestic bonds as of end-December, up from 
1.104 trillion yuan at end-September. 

The foreign entities also held 1.17 trillion yuan 

of domestic equities at the end of 2017, 
compared with 1.021 trillion yuan at the end of 
the third quarter, data from the People's Bank of 
China showed. 
They had 739 billion yuan of outstanding 
domestic loans as of end-December, down from 
end-September's 780.7 billion yuan, it said. 

The overseas entities held 1.17 trillion yuan of 
domestic deposits at the end of last year, 
compared with 1.13 trillion yuan at end-
September. 
 
($1 = 6.3930 Chinese yuan renminbi) 
(Reporting by Beijing Monitoring Desk; Editing by Shri 
Navaratnam) 
(( LushaZhang1@thomsonreuters.com ; 8610-
66271276; )) 
 
 

China government spending and 

revenue growth pick up in 2017  

25-Jan-2018  
BEIJING, Jan 25 (Reuters) - China's fiscal 

spending rose 7.7 percent in 2017 to 20.33 
trillion yuan ($3.22 trillion), while revenues 
rose 7.4 percent to 17.26 trillion, the Ministry 
of Finance said Thursday. 

Those growth rates compare to 6.4 percent for 

spending and 4.5 percent for revenue in 2016.  
The 2017 data indicates China had a preliminary 
fiscal deficit of 3.07 trillion yuan last year, 

compared with a preliminary deficit of 2.86 
trillion yuan in 2016.  
The 2017 difference between spending and 
revenue amounted to 3.5 percent of last 
year's GDP, according to a Reuters calculation 
based on the finance ministry data. China was 
targeting a deficit equivalent to 3 percent of 
GDP in 2017. 

The figures are subject to revisions and the final 

amount of the deficit may be lower than 
preliminary indications.  
 
($1 = 6.3196 Chinese yuan) 
(Reporting by Beijing Monitoring Desk and Elias Glenn; 
Editing by Jacqueline Wong) 
(( Elias.Glenn@thomsonreuters.com ; +86 138 1600 
5903; Reuters Messaging: 
elias.glenn@thomsonreuters.com )) 

 
 

India 

India’s Rising Bond Yields Credit 

Negative For State-Run Banks, Moody's 

Says  

22-Jan-2018  
By Dharam Dhutia 
NewsRise 
MUMBAI (Jan 22) -- Rising Indian government 

bond yields are credit negative for the 

nation’s state-run banks, Moody’s Investors 
Service said.  

“The rising yields and falling prices are credit 
negative for Indian public-sector banks (PSBs), 

which are exposed to mark-to-market (MTM) 
losses from the government bonds’ reduced 
value in their investment portfolios,” Moody’s 

said in a statement today.  
The Indian benchmark bond yield had risen by 
67 basis points in October-December quarter, 
the biggest gain in 17 quarters.  
“In the last few quarters, a large proportion of 
PSBs’ operating profit was derived from the 
profitable sale of investments, which also 

cushioned necessary high loan loss 
provisioning,” Srikanth Vadlamani, Moody’s vice 
president and senior credit officer, said in the 
statement.  

On average, 10 state-owned banks Moody’s 
rated invested 21% of their total assets in 
Indian government securities in the year ended 

31 March 2017.  
Over the past few quarters, the contribution of 
profits on the sale of investments to operating 
profits increased significantly, reaching more 
than 50% for some banks such as Central Bank 
of India and Oriental Bank of Commerce.  

Moody’s rated state-run banks averaged a 41% 
contribution to operating profit from gains on 
the sale of investments in the quarter ended 
Sept. 30, the rating agency said. 
 
- By Dharam Dhutia; dharam.dhutia@newsrise.org; 
91-22-61353308 
- Edited By Vipin Nair 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India's recap bonds to be non-SLR, 

non-tradable  

24-Jan-2018  
MUMBAI, Jan 24 (Reuters) - India's bank 

recapitalisation bonds to state banks will be 
exempt from the amount lenders must set 
aside to buy sovereign bonds known as 
statutory liquidity ratio (SLR), banking 
secretary Rajeev Kumar said on Wednesday. 

These bonds worth 800 billion rupees ($12.56 
billion) will be issued in 2018 and will not be 
tradable, Kumar told reporters. 
The Indian government unveiled the details of 
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its mega bank recapitalisation plan aimed at 

tackling record bad debt woes. 

The bonds will be of 10-15 year tenure and the 
coupon will be set at a spread over the three-
month average yield, he added. 
The most traded bond yield eased by 1 basis 
point to 7.53 percent from 7.54 percent before 
the announcement, as traders were relieved that 

the bonds will not eat into the demand for SLR 
bonds. At 1106 GMT, the bond was trading flat 
at 7.54 percent. 
 
($1 = 63.6700 Indian rupees) 
(Reporting by Neha Dasgupta in New Delhi, writing by 
Suvashree Dey Choudhury; Editing by Subhranshu 
Sahu) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n
et )) 
 
 

India to inject nearly $14 bln into state 

banks by March in recapitalisation bid  

24-Jan-2018 
•Govt. details capital allocation for 20 of 21 
state banks 

•Banks with the high stressed-loan ratio to 
get the most funds 
•Capital allocation to banks dependent on 
implementing reforms 
•IDBI gets the biggest chunk, Indian Bank 
gets nothing 

By Neha Dasgupta and Devidutta Tripathy 
NEW DELHI/MUMBAI, Jan 24 (Reuters) - India's 

government pledged on Wednesday to inject 
nearly $14 billion combined into all but one 

state-run lender by March in return for them 
implementing reforms, in a bid to boost 
lending and tackle a record bad debt problem. 

The funds will be injected into 20 lenders 
majority-owned by the government, which 
together hold most of India's record $150 billion 
in soured loans. Lenders with high stressed-
asset ratios, such as IDBI Bank, will get a bigger 

portion of the money. 
The government last October said it would inject 

a total of 2.11 trillion rupees ($33.1 billion) into 
its state-run lenders over two years. The 881.4 
billion rupees announced on Wednesday will be 
injected by March, while the rest will be doled 
out over the next fiscal year. 

India desperately needs its lenders to get their 
bad debts off their books so they can start 
doling out credit again, after economic growth 
has slid in recent quarters. State-run lenders 
account for more than two-thirds of the 
country's banking assets. 
But the government on Wednesday said 

lenders must implement a series of reforms to 
get the funds, including improving their due 
diligence, allowing specialised monitoring for 
loans above 2.5 billion rupees, and limiting 
the number of lenders that can group together 
to dole out loans. 

Analysts had said mandating reforms would be 
critical to prevent banks from engaging in the 
same indiscriminate lending that led to the 

current problems. 
"All public sector banks will be adequately 
capitalised and enabled to serve people and 
support inclusive growth," Rajeev Kumar, 
India's top banking bureaucrat, told a news 
conference. 
"Capitalisation is dependent on the 
compliance of reforms." 

Of the funds to be injected by March, the 
government will raise 800 billion rupees by 
issuing recapitalisation bonds, which will not be 

tradeable in markets, and provide an additional 
81.4 billion rupees from its budget. 
Total recapitalisation will cross 1 trillion rupees 
this year, including sales of shares to external 
investors, he added.  
The capital allocation will boost state banks' 

ability to dole out credit by 5 trillion rupees, 
Kumar said, while another official said the bonds 
will not add to the country's fiscal deficit as they 
will be accounted for under a separate system. 
IDBI Bank, the lender with the highest stressed-
loan ratio, will get the biggest chunk of the 
money at 106.1 billion rupees. Top lender State 

Bank of India will get 88 billion rupees, while 
second-biggest Punjab National Bank will get 
54.73 billion rupees. 
Analysts said that the injections were just one 
step in the long process to clean up India's 
bad debt, and that the lenders' final capital 
position will also depend on how they 
undertake the central bank's directive to take 
nearly 40 large corporate loan defaulters to 

bankruptcy proceedings, which will likely 
involve haircuts on their loans. 

Srikanth Vadlamani, vice president of the 
financial institutions group at Moody's Investors 
Service, also noted that the reforms banks must 
undertake to receive the funds may not be 
enough. 
"While some of these changes are steps in the 

right direction, we do not judge them to be 
meaningful enough to address the structural 
corporate governance issues facing these 
banks," he said. 
The reforms announced also include directing 
lenders to have a formal process to recover 

stressed loans and having a better risk 

framework. Kumar, the bank bureaucrat, gave 
only an overview and did not provide much 
detail. 
Indian Bank, a smaller but profitable state-run 
lender, was the only bank to have not been 
allocated any capital in the latest round. 

State-run bank shares rose ahead of the 
announcement, with the Nifty public sector bank 
index closing 3.5 percent higher. 
 
($1 = 63.6900 Indian rupees) 
(Reporting by Neha Dasgupta and Devidutta Tripathy; 
Additional reporting by Swati Bhat, Suvashree Dey 
Choudhury, Nidhi Verma and Sankalp Phartiyal; 
Writing by Euan Rocha and Devidutta Tripathy; Editing 
by Rafael Nam and Hugh Lawson) 
(( devidutta.tripathy@thomsonreuters.com ; +91 
84518 40430; Reuters Messaging: 
devidutta.tripathy.thomsonreuters.com@reuters.net )) 
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India's SBI expects loan demand to 

rise with government spending  

24-Jan-2018  
By Paritosh Bansal 

DAVOS, Switzerland, Jan 24 (Reuters) - 
Demand for loans from Indian companies is 
still muted but should increase following more 
government spending on infrastructure 
projects, the head of the country's largest 
state-owned bank said on Wednesday. 

Rajnish Kumar, who was promoted last October 
to chairman of the State Bank of India, also said 
he expected the government to strictly monitor 

corporate governance and other reform 
measures after a $33 billion capital injection to 
bail out the state-run banking sector. 

"I would have liked to see a much bigger project 
pipeline than what it is today. But there are 
certain sectors which are seeing investment," 
Kumar said in an interview on the sidelines of 

the World Economic Forum in Davos, 
Switzerland. 
"But hopefully, the investment demand should 
revive now because of the government's spend 
on infrastructure," Kumar said. "So that should 
lead to the revival of investment demand." 
In recent months, the Indian finance ministry 

has said it wants to boost spending on sectors 
such as infrastructure, including ports and 
roads, to boost economic growth. 

The SBI is the largest of 21 lenders that are 
majority owned by the Indian government and 
together account for more than two-thirds of the 
nation's banking assets. The banks have, 
however, suffered more in recent years than 

their nimble private sector rivals after raking up 
record bad loans. 
An economic slowdown that led to stalling of 
large projects coupled with over-leveraged 
companies has hit loan growth to industries. 
Loan growth has recently started showing signs 
of a pick-up, partly due to a lower base, after 

falling to a 2-1/2 decade low at the end of last 
financial year ended March 2017. 
Among the sectors seeing a pick-up in activity, 

Kumar named renewable energy, roads and 
housing.  
"When the government spends also then the 

private sector investment will follow," Kumar 
said, referring to sectors such as steel and 
cement that would likely benefit from higher 
demand in roads and housing, and where plants 
are largely run by private sector companies. 
Separately, India pledged on Wednesday to 
inject by March nearly $14 billion in 20 state-run 

banks, including SBI, to help the sector boost 
lending and tackle bad loans. Weaker banks 
such as IDBI Bank and Bank of India received a 
larger share of the recapitalisation. 
Kumar called it a "balancing act", but added the 

next tranche of the capital allocation will be 
strictly based on performance of the banks 

against reform measures suggested by the 
government. 
"Message is also very loud and clear from the 

government that it's not that they will continue 

to be supported forever," Kumar said. 

 
(Reporting by Paritosh Bansal; Writing by Devidutta 
Tripathy; Editing by Adrian Croft) 
(( devidutta.tripathy@thomsonreuters.com ; +91 
84518 40430; Reuters Messaging: 
devidutta.tripathy.thomsonreuters.com@reuters.net )) 
orld. 
 
 

Indonesia 

Indonesia hires for dollar sukuk, could 

include Green tranche  

23-Jan-2018  

By Frances Yoon 
HONG KONG, Jan 23 (IFR) - The Republic of 

Indonesia, rated Baa3/BBB-/BBB, has 
appointed banks for a US dollar sukuk offering 
that could include the first offshore Green 
bond from an Asian sovereign. 

Abu Dhabi Islamic Bank, CIMB, Citigroup, Dubai 
Islamic Bank and HSBC are joint bookrunners. 
A series of fixed income investor meetings in 
Asia, Europe and the Middle East will start 

tomorrow.  
The proposed 144A/Reg S offering will be 
issued under the Republic’s $25 billion trust 
certificate issuance programme, including a 
sukuk offering under the sovereign’s Green 
sukuk framework. 

The sukuk maturities are expected to be of five 
and 10 years, and the issuer may also consider 
the possibility of a longer dated tranche.  

Poland was the first sovereign to issue Green 
bonds, in a euro-denominated transaction in late 
2016. In Asia, Hong Kong has also expressed 
interest in issuing Green bonds. 
Indonesia last issued dollar bonds in December, 
when it completed a $4 billion transaction split 

across three tenors. 
 
(Reporting by Frances Yoon; editing by Daniel 
Stanton) 
(( frances.yoon@thomsonreuters.com ; +852 2841 
5783; Reuters Messaging: 
frances.yoon.thomsonreuters.com@reuters.net )) 
 
 

Indonesia sells 8.63 trln rupiah of 

Islamic bonds, above target  

23-Jan-2018  
JAKARTA, Jan 23 (Reuters) - Indonesia's 

finance ministry sold 8.63 trillion rupiah 
($647.65 million) of Islamic bonds at an 
auction on Tuesday, above the indicative 
target of 8 trillion rupiah, its financing and 
risk management office said. 

The weighted average yield for Islamic T-bills 

maturing in July 2018 was 4.34844 percent, 

lower than 4.42703 percent in the previous 
auction on Jan. 9. 
The project-based sukuk maturing in March 
2020 had a weighted average yield of 5.60000 
percent, higher than 5.56759 percent in the last 
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auction. 

Those maturing in January 2022 had a weighted 

average yield of 5.83965 percent, lower than the 
previous auction's 5.90000 percent. 
The weighted average yield for the project-
based sukuk maturing in October 2025 was 
6.33951 percent, compared with 6.31306 
percent in the previous auction. 

The project-based sukuk maturing in February 
2037 had a weighted average yield of 7.31064 
percent, compared with 7.28711 percent in the 
last auction. 
There were no winning bids for the project-
based sukuk maturing in November 2031.  

Total incoming bids on Tuesday were 27.99 
trillion rupiah, down from 32.28 trillion rupiah in 
the previous auction. 

The highest bid-to-cover ratio was 7.36 for the 
Islamic T-bills maturing in July 2018.  
 
($1 = 13,325 rupiah) 
(Reporting by Nilufar Rizki; Editing by Subhranshu 
Sahu) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 

nilufar.rizki.thomsonreuters.com@reuters.net )) 
 
 

Israel 

Israel debt/GDP ratio dips to 61.1 pct 

for 8th straight drop  

22-Jan-2018  
JERUSALEM, Jan 22 (Reuters) - Israel's public 

debt as a proportion of economic output fell 
1.3 percentage points to 61.1 percent in 2017, 
helped by responsible fiscal policies, the 
Finance Ministry said on Monday. 

The debt-to-gross domestic product ratio has 

dropped eight straight years, from 62.4 percent 
in 2016 and 74.6 percent in 2009.  
Israel's government debt, in Maastricht terms, 
dipped to 59.4 percent from 60.7 percent in 
2016. 
"The continued decline in the debt-to-GDP 
ratio ... is a direct result of continued 
preservation of fiscal frameworks, favourable 

market conditions and effective debt 
management policies," Accountant General 
Rony Hizkiyahu said. 

"This continuous trend is indicative of the 
financial strength of the Israeli economy as 
expressed in the confidence of investors, 
analysts and credit rating agencies." 
Israel's cabinet last week approved the 2019 

budget draft that Bank of Israel Governor Karnit 
Flug said was unnecessarily loose given the 
strong economy. Flug believes a deficit target of 
2.9 percent of GDP rather than a previously 
planned 2.5 percent aim could raise the debt-to-
GDP ratio. 

The budget deficit was about 2 percent in 2017. 

 
(Reporting by Steven Scheer) 
(( steven.scheer@thomsonreuters.com ; +972 2 632 
2210; Reuters Messaging: 
steven.scheer.thomsonreuters.com@reuters.net ; 

Twitter: https://twitter.com/StevenMScheer 
 
 

Lebanon 

Lebanese government departments 

must cut 2018 budgets by 20 pct  

23-Jan-2018  
BEIRUT, Jan 23 (Reuters) - All Lebanese 

government institutions must cut their 2018 
budgets by 20 percent as part of the country's 
efforts to revamp its struggling economy, 
Prime Minister Saad al-Hariri said on Tuesday.  

Costs must be reduced "in accordance with the 
policy of spending rationalisation and controlling 

public finances," a statement from Hariri's office 

said.  
Lebanon's economy has been battered by six 
years of war in neighbouring Syria and by 
simmering political divisions.  
After years of paralysis in government decision-
making, Lebanon last year passed its first 

government budget since 2005. 
The government is now trying to finalise the 
2018 budget, in which analysts and politicians 
have said they hope to see serious efforts 
made to get the state's finances in order.  

Growth slowed from an average of eight percent 
before the Syrian conflict began in 2011 and the 
country has one of the world's highest ratios of 

debt to gross domestic product, around 140 

percent. 2017 growth is estimated to be about 
2.5 percent.  
The order to slash budgets comes ahead of a 
major donor conference to be held in Paris in 
March, at which Lebanon is expected to seek 
support for its economy and army and to help it 

deal with the approximately one million Syrian 
refugees the country is hosting.  
The country's crumbling infrastructure has not 
been overhauled since the end of a 15-year civil 
war in 1990 and Lebanon has plans for a 10-
year $16 billion capital investment programme. 

Lebanon recently engaged management 
consultant company McKinsey to help transform 

the stagnating economy.  
Ministries must present the amended budgets to 
the finance ministry within two weeks from the 
decree's publication.  
Hariri is attending the World Economic Forum in 

Davos, Switzerland this week.  
 
(Reporting by Lisa Barrington; Editing by Robin 
Pomeroy, William Maclean) 
(( lisa.barrington@thomsonreuters.com ; +961)(0)( 
1954456; )) 
 
 

Pakistan 

Fitch Revises Pakistan's Outlook to 

Negative; Affirms at 'B'  

25-Jan-2018  
HONG KONG, January 25 (Fitch) Fitch Ratings 

has revised the Outlooks on Pakistan's Long-

https://twitter.com/StevenMScheer
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Term Foreign- and Local-Currency Issuer 
Default Ratings (IDRs) to Negative from 

Stable and affirmed both IDRs at 'B'. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Pakistan's 'B' rating reflects a high public 
debt/GDP ratio, weak governance standards 
as measured by World Bank indicators, 
domestic political and security risks and a 
fragile external position, which are balanced 

by relatively strong growth. 

The revision of the Outlook on the Long-Term 
IDRs to Negative reflects the following key rating 
drivers: 
Since the successful completion of Pakistan's 
three-year IMF Extended Fund Facility in 
September 2016, there has been a partial 
reversal of gains made under the programme. 
In particular, reserves have declined and the 

fiscal deficit has widened. Measures have 
recently been taken to address these trends, 
including some currency depreciation, tax 
rebates on exports, and import duties on non-
essential items. However, these have proved 
insufficient thus far to arrest an ongoing decline 
in reserves. Moreover, political uncertainty and 

upcoming elections due by July 2018 are, in 
Fitch's view, likely to constrain the government's 
ability to address them convincingly in the near 
term. 
Fitch forecasts that reserves (including gold) will 

fall to USD16.8 billion at end-FY18 (2.9 months 
of external current account payments), after 

having peaked at USD22.6 billion at the end of 
the IMF-programme in October 2016. This 
forecast incorporates proceeds from the USD2.5 
billion in sukuk and Eurobond issuances at end-
November 2017. The deterioration could be 
sharper in the absence of further currency 

flexibility and tightening of macro policies 
sufficient to restrain domestic demand. 
The decline in reserves is driven by a rise in 
Pakistan's current account deficit, which widened 
to 4.1% of GDP in the fiscal year ending June 
2017 (FY17) from 1.7% in FY16. The deficit 
reflects rising capital imports for China-Pakistan 

Economic Corridor (CPEC) projects, higher 
energy prices, sluggish exports and loose 
macroeconomic policies. Fitch assumes a further 
modest widening of the current account deficit to 
4.7% of GDP in FY18 on the basis of a pickup in 
exports and levelling off of imports following 
recent currency depreciation as explained below. 

The decision by the State Bank of Pakistan (SBP) 
in early December to allow market forces to play 
a greater role in determining the exchange rate 
would, if implemented, relieve some of the 
pressure on Pakistan's reserves and current 
account. Immediately after the announcement, 

the SBP allowed the rupee to depreciate by 
nearly 5% against the US dollar, but the 

currency has been held stable since then, and 
reserves have continued to slide in recent 
weeks. It remains to be seen how much 
flexibility the authorities will tolerate should 
there be sustained downward pressure on the 

currency, especially given political resistance in 

the past. 
Fiscal consolidation efforts in Pakistan 
suffered a setback last year, limiting progress 
in reducing the elevated public debt/GDP 
ratio. The fiscal deficit surged to 5.8% of GDP 
in FY17 compared with 4.6% in FY16 and a 
revised target of 4.2%, driven by higher 
provincial government expenditures and an 

underperformance in revenues. The 
government views last year's breach of the 

target as temporary and aims to return to a path 
of fiscal consolidation. Fitch projects the FY18 
deficit to decline to 5.0% of GDP based on rising 
revenues and expenditure constraint, which 
would lead to a decline in the public debt ratio 
from 67.2% of GDP in FY17 to 66.8% in FY18. 

Recent revenue performance has improved, but 
risks remain as the upcoming elections could 
limit near-term improvements to both revenue 
and expenditure. 
Pakistan's 'B' IDRs also reflect the following key 
rating drivers: 
Despite the rising external and fiscal pressures, 

Pakistan's growth performance has continued to 
improve, with annual GDP growth accelerating to 
5.3% in FY17. This compares favourably with 
the 'B' country median of 3.5%. Fitch forecasts 
that growth momentum will be sustained, at 
5.5% in FY18 and FY19, bolstered by recent 
investments under the CPEC initiative and 

reduced capacity constraints. There have been 

improvements in electricity generation and 
distribution networks, which should help to 
alleviate capacity constraints in the 
manufacturing and export sectors. A nascent 
export recovery may provide additional support. 

Inflation in FY17 was low relative to Pakistan's 
historical average at 4.1%, but Fitch expects 
inflation to pick-up to around 5.5% over the 
next year due to pass-through from rupee 
depreciation and higher energy prices. Credit 
growth in the banking sector is robust. The 
system poses only limited risks to the sovereign 

as it is well capitalised and small relative to GDP. 
Non-performing loans have continued to decline 
from a peak of 14.8% of total loans in end-June 

2013, but remain elevated at 9.4%. 
Domestic security has improved in recent years, 
as evidenced by a decline in terrorist incidents 
and casualties. Nevertheless, ongoing domestic 

threats and attacks near the Afghan border, 
along with political uncertainty could weigh on 
investor sentiment and the economic outlook. 
Elections in mid-2018 heighten uncertainty in 
the coming year, particularly given the 
disqualification from office of Prime Minister 

Nawaz Sharif in July 2017 and ongoing 
corruption investigations. 
The accumulation of losses in public sector 
enterprises (PSE), particularly electricity 

distribution companies, previously led to fund 
injections from the federal government to clear 
debt. Efficiency improvements, higher tariffs and 

relatively low global energy prices have helped 
cut PSE losses from previous highs, but losses 
have begun to trend upward again. The lack of 
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faster progress towards privatisation impedes 

further progress in this area. PSE losses could 

rise considerably if Pakistan suffers an economic 
shock or there is a sharp rise in energy prices, 
ultimately feeding through to the government 
balance sheet. 
Pakistan's rating is constrained by structural 
weaknesses relating to the level of 
development and governance indicators. Per 

capita GDP stands at USD1,541, well below 
the USD3,376 median of its 'B' rated peers. 
Governance quality is low in Pakistan with a 
World Bank governance indicator score in the 
21st percentile ('B' median 30th percentile). 

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

Foreign-Currency IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR by applying its QO, 
relative to rated peers, as follows: 
•Structural Factors: -1 notch, to reflect domestic 
security concerns, political uncertainty, and 

geopolitical risks arising from tensions with 
neighbouring countries. Pakistan also has a low 
rank on the World Bank's Ease of Doing Business 
index relative to 'B' rated 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 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, individually or 
collectively, lead to negative rating action are: 
-Failure to implement and sustain an effective 
macroeconomic policy mix to address external 

imbalances leading to a heightened risk of 
economic and financial instability. 

-A further rapid loss of reserves or shift in 
investor confidence sufficient to undermine 
access to external funding, generating 
heightened external financing risks. 

-Deterioration in the fiscal position that leads 

to a rise in government debt ratios or increase 
in exposure to contingent liabilities from 
state-owned enterprises. 

The main factors that could, individually or 
collectively, lead to a positive rating action are: 
-Implementation of an effective policy stance to 
address external imbalances and halt the decline 

in reserves 
-Sustained fiscal consolidation and containment 
of contingent liabilities, for example, through a 

strengthening of the revenue base. 
-Sustained strong economic growth, for example 
resulting from improvements in the business 
environment, an improved security situation or 

decreased political risk. 

KEY ASSUMPTIONS 

-The global economy is assumed to perform 

broadly in line with Fitch's latest Global 
Economic Outlook. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'B'; 
Outlook revised to Negative from Stable 
Long-Term Local-Currency IDR affirmed at 'B'; 

Outlook revised to Negative from Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'B' 
Issue ratings on long-term senior unsecured 
foreign-currency bonds affirmed at 'B' 

Issue ratings on long-term senior unsecured 
local-currency bonds affirmed at 'B' 
Issue ratings on The Third Pakistan International 

Sukuk Company Limited's foreign-currency 
global certificates affirmed at 'B' 
 
Media Relations: Bindu Menon, Mumbai, Tel: +91 

22 4000 1727, Email: bindu.menon@fitchratings.com; 
Leslie Tan, Singapore, Tel: +65 67 96 7234, Email: 
leslie.tan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Qatar 

Qatar asks banks for proposals on first 

dollar bond issue since diplomatic 

crisis  

23-Jan-2018  
DOHA/DUBAI, Jan 23 (Reuters) - Qatar has 

sent out a request for proposals to banks to 

arrange an international bond issue, which 
would be Qatar's first appearance in the 
international debt markets since the 
beginning of a diplomatic crisis in the Gulf last 
year. 

Saudi Arabia, the United Arab Emirates, Bahrain 
and Egypt cut diplomatic and transport ties with 
Doha on June 5 last year, accusing it of 
supporting terrorism. Doha vehemently denies 

the charges. 
The government of Qatar issued its last 
international bond in 2016, raising $9 billion 
through the debt sale. There is no clarity on 
the size of the upcoming, potential bond sale, 
but banking sources say Qatar will likely raise 
a similar amount. 

A spokesman for the government did not 
immediately respond to a request for comment. 

Governments in the Gulf have been borrowing 
huge amounts of money internationally over the 
past few years to refill their coffers, hit by a 
slump in oil prices. 
Qatar's request for proposal (RFP) comes just 
after Saudi Arabia's RFP, sent out to banks last 
week, for the refinancing of an outstanding $10 

billion syndicated loan and for further U.S. 
dollar-denominated bond sales. 
 
(Reporting by Hadeel Al Sayegh and Tom Arnold; 
Writing by Davide Barbuscia; Editing by Sam Holmes) 

http://www.fitchratings.com/
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(( Davide.Barbuscia@thomsonreuters.com ; 
+971522604297; Reuters Messaging: 
davide.barbuscia.reuters.com@reuters.net )) 
 
 

Saudi Arabia 

Saudi finance ministry sells 5.85 bln 

riyals of domestic sukuk  

22-Jan-2018  
RIYADH, Jan 22 (Reuters) - Saudi Arabia's 

government sold 5.85 billion riyals ($1.56 
billion) of domestic sukuk in its fifth monthly 
offer of domestic sukuk, the Ministry of 
Finance said on Monday. 

The ministry sold 4.125 billion riyals of five-year 

sukuk, 225 million riyals of seven-year and 1.5 

billion riyals of 10-year. 
Last month, the ministry sold 4.775 billion riyals 
of domestic sukuk. 
 
($1 = 3.75 Saudi riyals) 
(Reporting by Marwa Rashad; Editing by Janet 
Lawrence) 
(( marwa.rashad@thomsonreuters.com ; 
+966114632603 ; Reuters Messaging: 
marwa.rashad.thomsonreuters.com@reuters.net )) 
 
 

South Korea 

South Korea's fin min says positively 

considering issuance of 50-yr treasury 

bond  

22-Jan-2018  
SEOUL, Jan 22 (Reuters) - South Korea is 

"positively considering" issuing a 50-year 
treasury bond and will review the matter after 
studying market demand, the finance minister 
on Monday. 

"I've heard that there is market demand for 50-

year treasury bonds and am quite positively 
considering the issuance," Finance Minister Kim 
Dong-yeon said in response to a reporter's 
question.  

South Korea issues 50-year treasury bonds on 
an irregular basis. 

 
(Reporting by Shinhyung Lee, Dahee Kim; Editing by 
Eric Meijer) 
(( Dahee.Kim@thomsonreuters.com ; +82 2 3704 
5643; Reuters Messaging: 
dahee.kim@thomsonreuters.com )) 
 
 

South Korea tax change to have limited 

impact on foreign investors  

22-Jan-2018  
SEOUL, Jan 22 (Reuters) - South Korea's 

proposed revision of capital gains tax for 
foreign investors will have a very limited 
impact on its market, the finance ministry said 
on Monday, as it applies only to investors 
from nations with which South Korea does not 
have tax treaties. 

The draft regulation cuts to 5 percent from 25 

percent the shareholding ownership threshold at 

which capital gains tax on listed securities 
transactions is triggered for such investors, the 
finance ministry said in a statement. 
The remarks followed a note late on Friday by 
international equity index compiler MSCI that 
said the proposal, if implemented, could 

potentially have negative impacts on Korean 
market accessibility. 
"The impact will be very limited and foreign 
investors subject to tax treaties will be excluded 
from those subject to taxation," the ministry 
said. 

The revision announced by the ministry this 
month will cut the threshold for capital gains tax 
set for listed securities transactions by non-

residents and foreign corporations. 
The Daeshin Securities said in a note on Monday 
that the new tax rule was likely to weigh on 
sentiment for foreign investment until the South 

Korean government provided a clear guideline. 
 
(Reporting by Haejin Choi; Writing by Ju-min Park; 
Editing by Clarence Fernandez)  
((Haejin.Choi@thomsonreuters.com;)) 
 
 

Yemen 

Yemen sets first budget since 2014  

21-Jan-2018  
ADEN, Jan 21 (Reuters) - Yemen announced on 

Sunday its first budget since the country 
descended into armed conflict in 2014, in a 
sign the Saudi-backed government seeks to 
get a handle on a chaotic economy as millions 
face starvation.  

Yemen has been divided by nearly three years of 
civil war between the internationally recognized 
government of President Abd-Rabbu Mansour 
Hadi, backed by northern neighbour Saudi 
Arabia, and the Iran-aligned Houthis. 
Based in the port city of Aden, Hadi's 
government controls the Central Bank there but 

has struggled to enforce order in the southern 

and eastern parts of Yemen that it controls or 
eject the Houthis from lands they run around the 
capital Sanaa. 
The conflict has unleashed what the United 
Nations says is the world's worst humanitarian 

crisis, including one of the most deadly cholera 
epidemics in modern times and economic 
collapse, which has spread hunger. 
Prime Minister Ahmed bin Daghr told 
reporters the new budget set total expected 
revenues in 2018 at 978 billion rials ($2.22 
billion) while spending would amount to 1.46 
trillion rials ($3.32 billion). 

"It's an austerity budget. It includes salaries for 

the military and civilians in 12 provinces," bin 

Daghr told journalists in Aden. "Salaries in 
Houthi-dominated areas will be limited to the 
education and health sectors," he said. 
The government has not paid most public sector 
salaries in northern areas for over a year, saying 
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the Houthis have put their fighters and 

appointees on wage rosters - a charge the group 

denies. 
It has also struggled to pay troops and other 
employees even in lands under its own control, 
as poor security and competing internal political 
agendas have marred their ability to govern. 
Lack of wages and soaring prices have pushed 

many basic commodities beyond the reach of 
many Yemenis.  
Oil revenues accounted for over two-thirds of 
Yemen's last budget, rolled out in Jan. 2014, but 
the war badly damaged the sector and analysts 
say exports are down by nearly a quarter. 

Asked how the government planned to cover the 
deficit or revive the oil sector to increase 
revenues, bin Daghr said the central bank and 

finance ministry were studying the issues. 
A $2-billion Saudi deposit into the central bank 
last week helped stabilize Yemen's currency, 
which plunged to new lows of over 500 rials to 

the dollar but has since recovered to around 
440, still down sharply from 215 before the war. 
 
(Reporting By Mohammed Ghobari; Writing by Noah 
Browning; Editing by Janet Lawrence) 
(( noah.browning@thomsonreuters.com ;)) 
 

EUROPE 

 

Albania 

Albania to sell 8 bln leks (59.4 mln 

euro) of 5-yr T-notes on Jan 30  

23-Jan-2018  
TIRANA (Albania), January 23 (SeeNews) – 
Albania will auction 8 billion leks ($72.7 
million/59.4 million euro) worth of five-year 
Treasury notes on January 30, data from the 
country's central bank showed. 

The government securities will mature on 
February 2, 2023. 
At the last auction of five-year T-notes held on 

November 6, Albania's central bank sold 7.47 
billion leks worth of government paper, slightly 
below the 7.5 billion leks target. Accepted yields 
rose to 5.45% from 5.28%in the previous 

auction. 
 
(1 euro = 133.168 leks) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bosnia 

IMF board to consider first review 

under loan deal with Bosnia on Feb 9  

22-Jan-2018  
SARAJEVO (Bosnia and Herzegovina), January 

22 (SeeNews) – The Executive Board of the 

International Monetary Fund plans to consider 
the first review under its three-year loan deal 

with Bosnia and Herzegovina on February 9, 
the IMF told SeeNews on Monday. 

"We confirm that a meeting of the IMF Executive 

Board is scheduled for February 9 and that the 
first review under the Extended Fund Facility 
(EFF) with Bosnia and Herzegovina is on the 
agenda", a spokesperson for the Fund's office in 
Bosnia said in response to a SeeNews enquiry. 
Following the meeting, Bosnia can expect the 

disbursal of some 76 million euro ($93.2 
million). 
In December, the IMF announced it has reached 
a staff-level agreement with Bosnia to conclude 
the first review under the EFF. 
At the time, the Fund noted that before the 

Executive Board convenes on the issue, Bosnia 
must fulfil  a number of conditions. "The 

Federation of Bosnia and Herzegovina (FBiH) 
parliament is expected to adopt the 2018 budget 
in line with IMF staff recommendations. And, the 
FBiH government is expected to initiate the due 
diligence of two FBiH state-owned telecom 

companies, BH Telecom and HT Mostar”, IMF 
mission chief for Bosnia and Herzegovina, 
Nadeem Ilahi, said. 
The Federation's budget was finally adopted on 
Friday by the House of Peoples of the the 
entity's Parliament, however steps are yet to be 
taken towards conducting a due diligence 

process in the telecom operators. 
In September 2016, the IMF approved a three-
year 553.3 million euro loan to Bosnia to support 

the country's economic reform agenda. 
However, the IMF delayed the release of the 
second loan tranche in May, after the Bosnian 

authorities failed to meet the agreed economic 
reform targets. 
The Fund released the first tranche of the loan in 
the amount of 79.2 million euro in 2016, while 
the remainder was said to be made available in 
11 installments subject to quarterly reviews. 
 
($=0.815630 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bulgaria 

Bulgaria posts third lowest debt-to-

GDP ratio in EU at end-Sept  

24-Jan-2018  
SOFIA (Bulgaria), January 24 (SeeNews) - 
Bulgaria had a government debt-to-GDP ratio 
of 25.6% at the end of the third quarter of 
2017, the third lowest in the European Union, 
after Luxembourg and Estonia, Eurostat said 
on Wednesday. 

Bulgaria's debt-to-GDP ratio also recorded the 
fourth largest drop year-on-year among EU 
member states as of end-September, of 2.1 

percentage points, Eurostat said in a statement. 
Among EU member states from Southeast 
Europe (SEE), Croatia posted the highest 
government debt-to-GDP ratio, of 81.0%. 

 
Copyright 2018 SeeNews. All rights reserved. 
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Croatia 

Croatia sells more T-bills than planned, 

yield falls further  

23-Jan-2018  
ZAGREB, Jan 23 (Reuters) - Croatia sold 1.4 

billion kuna ($230.86 million) worth of one-
year treasury bills on Tuesday, considerably 
beating its target, and the yield fell further, 
Finance Ministry data showed. 

The yield fell four basis points to 0.10 percent. 
The original target at the auction was to raise 

900 million kuna. 
The bids amounted to 3.77 billion kuna as local 

liquidity has been persistently smooth in recent 
period. Slightly above 50 percent of the bills 
were taken by banks. 
The ministry occasionally also auctions bills with 
3-month and 6-month maturities as well as 

those denominated in euros, but the one-year 
kuna bills have been mostly in focus in recent 
months. 
The next auction is planned for Jan. 30, 2018. 
 
($1 = 6.0642 kuna) 
(Reporting by Igor Ilic Editing by Jeremy Gaunt) 
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98 334 053;)) 
 
 

Croatia to offer 800 mln HRK in 1-yr T-

bills next week  

25-Jan-2018  
ZAGREB, Jan 25 (Reuters) - Croatia will offer 

800 million kuna ($134.62 million) worth of 
treasury bills at an auction next week, the 
Finance Ministry said on Thursday. 

The ministry will offer only one-year paper at 
the Jan. 30 auction, as it did this week. 
Occasionally it also offers bills of three-month 
and six-month maturities and those 
denominated in euros. 

This week's auction surpassed its target amid 

strong domestic liquidity and a shortage of 
alternative attractive investment instruments. 
The benchmark overnight rate on the local 
money market was quoted at 0.31 percent on 
Thursday, and the one-year rate at 0.61 
percent. Daily market rates change at 0900 

GMT.  
 
($1 = 5.9428 kuna) 
(Reporting by Igor Ilic; Editing by Peter Graff) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Poland 

Poland sells 7 bln zlotys worth of 

bonds at tender  

26-Jan-2018  

WARSAW, Jan 26 (Reuters) - Poland sold 

treasury bonds worth a total of 7.0 billion 
zlotys ($2.10 billion) at a tender on Friday, 
attracting investor demand worth 10.4 billion 
zlotys, the finance ministry said. 

The sale included: 405 million zlotys in paper 
due July 2020, 2.527 billion zlotys in bonds due 
November 2022, 2.158 billion zlotys in bonds 
due January 2023, 1.132 billion zlotys in bonds 

due April 2028, and 778 million zlotys in the 
paper due May 2028. 
 
($1 = 3.3294 zlotys) 
(Reporting by Marcin Goettig; Editing by Lidia Kelly) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Romania 

Romania rejects all bids for April 2024 

bonds  

22-Jan-2018  
BUCHAREST, Jan 22 (Reuters) - Romania 

rejected all bids at a tender to sell April 2024 
treasury bonds on Monday, central bank data 
showed.  

Debt managers, who had planned to sell 500 
million lei, last issued the paper in December at 
an average yield of 4.05 percent. On Monday, 

bids totalled 289 million lei. 
Low market liquidity and a rise in yields have 

driven the finance ministry to reject all bids at 
several tenders in the last months of 2017. 
So far this month, Romania has issued debt 
worth 2.92 billion lei.  
 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
 
 

Romania sells planned 500 mln lei of 

Oct. 2020 bonds  

25-Jan-2018  
BUCHAREST, Jan 25 (Reuters) - Romania sold a 

planned 500 million lei ($132.98 million) 
worth of Oct. 2020 treasury bonds on 
Thursday, at an average accepted yield of 3.4 
percent, central bank data showed.  

Debt managers last sold the paper in December 
of last year at an average yield of 3.38 percent.  
So far this month, Romania has issued debt 
worth roughly 3.4 billion lei.  
 
($1 = 3.7599 lei) 
(Reporting by Luiza Ilie) 
(( luiza.ilie@thomsonreuters.com ; +4021 305 5262; 
Reuters Messaging: 
luiza.ilie.thomsonreuters.com@reuters.net )) 
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Russia 

Moody's lifts Russian sovereign outlook 

to positive from stable  

26-Jan-2018  
MOSCOW, Jan 26 (Reuters) - Moody's said on 

Friday it had raised Russia's sovereign outlook 
to positive from stable, expecting 2018 
growth to largely overcome the adverse base 
effect caused by the industrial output-led 
slowdown in the last quarter of the past year. 

The reasons behind the decision are growing 
evidence of institutional strength and increased 

evidence of economic and fiscal resilience that 
has reduced Russia's vulnerability to further 

external shocks arising from geopolitical 
tensions or from renewed declines in oil prices, 
the rating agency said.  
It currently rates Russia Ba1. 
Moody's also said it expected the changes 
would lessen, but not eliminate, the economic 
volatility seen in the recent years. 
"More importantly from a credit perspective, 
Moody's expects the recent macro gains to be 
sustained over the longer term," it said. 

Russian Finance Minister Anton Siluanov said in 
a statement on Friday he hoped that "the macro 
stability which has formed in the Russian 
economy... would allow for rating agencies to 

raise the ratings themselves, not outlooks only". 

The Russian economy, hurt by weak energy 
prices and Western sanctions in past years, 
returned to moderate growth late in 2017.  
In the last year as a whole, the economy has 
grown by 1.4-1.8 percent, according to 

preliminary estimates. 
 
(Repotring by Denis Pinchuk and Darya Korsunskaya, 
Editing by Katya Golubkova) 
(( denis.pinchuk@thomsonreuters.com ; 
+74957751242; )) 
 
 

Russia/Ukraine 

Ukraine, Russia set for next round in 

$3 bln Eurobond court case  

22-Jan-2018  
By Karin Strohecker 
LONDON, Jan 19 (Reuters) - Russia and 

Ukraine begin the next round in their legal 
battle over a politically charged $3 billion 
Eurobond on Monday, when a hearing at the 
court of appeal kicks off in London. 

Ukraine is suffering sluggish growth and has 
come under international pressure for its slow 
progress in tackling corruption, one of the main 
obstacles to the disbursement of a long-delayed 

loan tranche under its International Monetary 
Fund aid-for-reforms programme. 
At the heart of the legal dispute is the debt 
raised in late December 2013 by then-Ukrainian 
President Viktor Yanukovich in Russia - less than 
two months before street protests in the ex-

Soviet republic toppled his Moscow-backed 

government. 

Switching to a pro-Western government and 
teetering on the brink of bankruptcy, Kiev signed 
up to a loan programme with the International 
Monetary Fund (IMF) and restructured its 
sovereign hard currency bonds. 
But Moscow declined to take part, insisting its 

bond which matured in December 2015 should 
be classed as sovereign, bilateral debt. Kiev 
refused to pay, saying Russia should have 
participated in the restructuring. 

Following Russia's request for a summary 
judgement, the court ruled in March that Ukraine 
did not provide "justiciable defence" and 
declined to send the case to full trial. 
Kiev appealed the decision. It argues its then-

government had lacked the capacity to enter 
into the agreement with Russia, incurred the 
debt under duress and on unfair terms. 
Ukraine had also argued non-payment was a 
countermeasure against interference in its 
economy and territory following Moscow's 

military 2014 intervention and annexation of 
Crimea. 
Signs are Ukraine will fight tooth and nail to 
avoid paying Russia. 
"Ukraine reaffirms the strong belief it has in its 
legal position, as asserted in these proceedings, 
as well as its commitment to standing firm in the 

face of this further aspect of Russia's aggression 
towards Ukraine and its people through until the 

full conclusion of the legal process," Alex Gerbi 
at Quinn, Emanuel, Urquhart & Sullivan LLP, the 
law firm representing Ukraine, said in a written 
statement.  
Russia's government, the sole holder of the 

notes, is represented by Cleary Gottlieb Steen & 
Hamilton LLP. The firm declined to comment. 
The debt has been structured as a Eurobond 
under English law, which is unusual because 
countries do not generally lend to each other 
under a third country's legal framework, 
opting instead for direct bilateral agreements 
where terms are often kept under wraps. 

The London court has suspended judgement 

until the appeal hearing has been concluded. 

That could be a while off. 
"We are still a long way from a situation where 
Ukraine will have to write a cheque - if the ruling 
is in fact against Ukraine," said BlueBay 
strategist Tim Ash. 
"Even if the ruling was tomorrow...they have the 

cash to pay. The problem is the politics of it, 
from a domestic Ukrainian perspective writing a 
cheque for $3 billion to Russia." 
While Ukraine's foreign currency reserves 
have recovered to nearly $19 billion at the 
start of the year - the equivalent of 3.6 
months of import cover - its economy has 
expanded just 2.1 percent in the third quarter 

and its debt-to-GDP ratio hit a record high of 
more than 80 percent. 

Investors have been worried over reform 
progress which stalled last year amid concerns 
the authorities are backtracking on 
commitments and unpopular policy changes 
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ahead of presidential and parliamentary 

elections in 2019. 

The hearing is scheduled to last up to five days, 
according to a court spokesman. The court is 
expected to deliver a ruling at a later stage. 
 
(Reporting by Karin Strohecker in London, additional 
reporting by Natalia Zinets and Alessandra Prentice in 
Kiev; Editing by Hugh Lawson) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Serbia 

Serbia sells 9.3 bln dinars (78 mln 

euro) of 5-yr T-notes, yield drops  

23-Jan-2018  
BELGRADE (Serbia), January 23 (SeeNews) – 
Serbia's finance ministry said on Tuesday it 
sold 9.3 billion dinars ($96 million/78 million 
euro) of five-year dinar-denominated 
Treasury notes, below target. 

The yield came in at 4.3%, down from 6.5% at 
the last auction of five-year dinar T-notes held 

on October 20, 2015, the ministry said in a 
statement. 
Demand for the government debt paper, which 
matures on January 25, 2023, stood at 28.3 
billion dinars. 

 
(1 euro = 118.514 dinars) 

Copyright 2018 SeeNews. All rights reserved. 
 
 

Ukraine 

Ukraine could sell new Eurobonds in H1 

2018  

22-Jan-2018  
By Karin Strohecker 
LONDON, Jan 22 (Reuters) - Ukraine could 

return to international bond markets in the 
first half of 2018 and is likely to heed some of 
the International Monetary Fund's (IMF) 
suggestions for a law to set up an anti-

corruption court, its finance minister said on 
Monday. 

Speaking in London, Oleksandr Danylyuk said 
raising funds through Eurobond sales did not 
impair Ukraine's drive to reform.  
"There are financial needs, and as a minister of 
finance I have to satisfy the needs. Whenever 
the markets are ready, whenever there is an 

optimal time for us, there is an obligation to tap 
the market," he told Reuters on the sidelines of 
a court case.  
"We have plans for this year and investors are 
waiting for us," he said, adding it was "a 

possibility" this could happen before the end of 

June. 
In response to reports that the IMF had told the 
Ukrainian authorities it does not support a draft 
law to create an anti-corruption court because 

the bill does not guarantee the court's 

independence, Danylyuk said the final outcome 

was paramount. 
"I hope we will get a document that will satisfy 
everyone," adding he would not be surprised to 
see some of the IMF suggestions incorporated 
into the law. 
"We always seriously look at what the IMF 

proposes to us, especially on issues where 
Ukraine has less experience." 
Slow progress in establishing a court to handle 
corruption cases while demonstrating 
independence and transparency has been one of 
the main obstacles to the disbursement of a 

long-delayed loan tranche under the country's 
IMF aid-for-reforms programme. 
Ukraine has never successfully completed an 
IMF programme to date, but Danylyuk added 
he was optimistic this time, if the reform 
momentum from last autumn was sustained.  

"There are not that many things which we still 
have on the table to be completed," he said, 
though he declined to comment on whether Kiev 

would ask for the programme to be extended 
beyond its deadline at the start of 2019.  
"2018 is not the end of the story – we have a 
very long-lasting cooperation with the IMF and it 
is clear we will continue to work together."  
Danylyuk did not comment on the court case he 
was attending at the court of appeal in London. 

Russia and Ukraine kicked off the next round in 
their legal battle over a politically charged $3 

billion Eurobond on Monday. 
 
(Reporting by Karin Strohecker; Editing by Richard 
Balmforth) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
 
 

Ukraine central bank plans talks with 

IMF about new programme  

25-Jan-2018  
KIEV, Jan 25 (Reuters) - The Ukrainian central 

bank plans to initiate talks with the 

International Monetary Fund on a new loans 
programme as Ukraine faces high foreign debt 
payments in 2018-2020, the acting head of 
the regulator, Yakiv Smoliy, said on Thursday. 

"The current programme ends in the first 
quarter of 2019. We have not yet started talks 
but we're already thinking about when this 
would be possible. We will initiate such talks 

with the IMF at a meeting with the finance 
ministry," Smoliy said. 
 
(Reporting by Natalia Zinets; Writing by Alessandra 
Prentice; editing by Matthias Williams and Toby 
Chopra) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
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LATIN AMERICA AND 

CARIBBEAN 

 

Moody's Says Latin American 

Sovereigns Will See Deterioration In 

Fiscal Profiles Through 2019  

24-Jan-2018  

Jan 24 (Reuters) –  
Moody's says Latin American sovereigns will 
see deterioration in fiscal profiles through 
2019. 

Moody's says expects that worsening debt and 
interest burdens will limit the ability of Latin 
American sovereigns to respond to potential new 

shocks. 

Moody's says given their expected debt metrics, 
concludes that brazil, colombia, costa rica are 
the govts with least relative fiscal space in 
region. 
Moody's says fiscal consolidation efforts will 
be key to halting deterioration in government 
debt metrics across the Latin America region. 

Moody's-while Paraguay, Chile, Peru will have 

experienced deterioration in debt ratios, they 
continue to retain relatively high levels of fiscal 
space. 
 
(( bangalore.newsroom@thomsonreuters.com ;)) 
 
 

Argentina 

Don't cry for us, learn from us, 

Argentina tells Davos  

25-Jan-2018  

DAVOS, Jan 25 (Reuters) - Argentine President 

Mauricio Macri has a blunt message for 
protectionist and populist-inclined 
governments: learn from us. 

"I invite them to visit Argentina and see what 
happens with an incredible country that adopted 
protectionism and isolation as a way of life," 
Macri said in an interview with Reuters on 

Thursday. 
"It didn't work. We only deepened our poverty 
problems." 
The rising threat of global trade wars is a major 
theme of talks at the World Economic Forum in 
the Swiss town of Davos. Policymakers and 
economists are bristling over U.S. President 

Donald Trump's protectionist agenda. 
Trump is due to speak to the forum on Friday. 
When Macri was elected in 2015, he took over a 
country that was on a path to financial ruin after 
a decade of free-spending populist policies. 
After the country's 2001 default, Argentina 
was frozen out of global capital markets for 

years. Former President Cristina Fernandez 
implemented currency controls, erected 
import barriers to protect domestic industry, 
and printed money to cover a widening fiscal 
deficit during her two terms from 2007-2015. 

The measures boosted certain sectors of the 

economy and financed an expansion of social 

programs for the poor, but generated a decline 

in central bank reserves and one of the world's 
highest inflation rates. 
Macri has unwound currency controls, slashed 
taxes on key grains exports, reduced import 
restrictions and overhauled the tax and 
pension systems. 
The measures have contributed to a dramatic 
decline in yields on Argentina's debt and a 

surging stock market. But Macri has struggled 
to slow double-digit inflation and convince 
companies the country is safe for long-term 
investment. 
Macri said his administration aimed to reach 
single-digit inflation by the end of 2019. He said 
his country was keen on multilateral and 

bilateral trade agreements as it sought to 
restore confidence in its future.  
"We have been so isolated that we have only 
room to improve and to create better and long-
term relationships," said Macri. 
"We want to be part of global solutions, not 
global problems." 

 
(Reporting By Alessandra Galloni) 
(( alessandra.galloni@thomsonreuters.com ; 
+390685224249; )) 
 
 

Chile 

Fitch Rates Chile's 2029 EUR Bonds 'A'  

25-Jan-2018  
NEW YORK, January 25 (Fitch) Fitch Ratings 

has assigned an 'A' rating to Chile's EUR830 
million notes maturing Feb. 1, 2029. The 
notes have a coupon of 1.440%. 

Proceeds from this issuance will be used for 
general purposes of the government. 

KEY RATING DRIVERS 
The bond rating is in line with Chile's Long-Term 
Foreign Currency Issuer Default Rating (IDR) of 
'A'. 
RATING SENSITIVITIES 
The bond rating would be sensitive to any 

changes in Chile's Long-Term Foreign Currency 
IDR, which Fitch downgraded to 'A' from 'A+' on 
Aug. 11, 2017 while revising the Outlook to 
Stable from Negative. 
 
Media Relations: Benjamin Rippey, New York, Tel: +1 
646 582 4588, Email: 
benjamin.rippey@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Uruguay 

DBRS Confirms Uruguay at BBB (low), 

Stable Trend  

24-Jan-2018  
Date of Release: January 24, 2018 
DBRS Confirms Uruguay at BBB (low), Stable 

http://www.fitchratings.com/
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Trend 

Industry: Public Finance--Sovereigns 
DBRS, Inc. has confirmed the Oriental 
Republic of Uruguay's Long-Term Foreign and 
Local Currency - Issuer Ratings at BBB (low) 
and Short-Term Foreign and Local Currency - 
Issuer Ratings at R-2 (middle). The trend on 
all ratings is Stable.  

The rating confirmation balances Uruguay's solid 
economic and political fundamentals with 
ongoing fiscal challenges. The economy 

expanded faster than anticipated in 2017. 
Strong real wage growth boosted private 
consumption. Recoveries in Argentina and Brazil 
strengthened external demand and contributed 
to a record tourist season. In the near term, 
these tailwinds are expected to continue. GDP is 

forecast to expand 3.1% in 2018 and 2019. In 
addition, a large potential investment in the pulp 
and paper sector presents upside risks to the 
medium-term growth outlook. Challenging 

fiscal dynamics, however, remain the key 
constraint to a rating upgrade. While the 
deficit appears to have narrowed in 2017, 
broadly in line with our expectations, a 
durable consolidation will depend on curbing 

expenditure growth.  

Uruguay's BBB (low) ratings are underpinned by 
several credit strengths. Uruguay benefits from 
high-quality public institutions, low levels of 
corruption, and policy predictability, all of which 
foster favorable conditions for economic growth. 

Conservative liability management provides the 

government with ample funding flexibility in the 
event of market stress. Furthermore, exchange 
rate flexibility and large foreign exchange 
buffers bolster the economy's defenses against 
potential shocks. These credit strengths are 
balanced by several policy and structural 
challenges. First and foremost, Uruguay has 

limited fiscal flexibility. Further tightening is 
needed to place public debt ratios on a clear 
downward trajectory and rebuild fiscal space. 
Second, high dollarization and low financial 
intermediation complicate the central bank's 
challenge of firmly anchoring inflation 
expectations around the midpoint of the target 

range. Third, Uruguay is a small open economy 

and, therefore, highly exposed to shifts in global 
commodity prices as well as the economic cycles 
of its large neighbors. One fundamental strength 
of Uruguay's credit profile is its strong public 
institutions. Uruguay is a stable liberal 
democracy with an effective government and 
low levels of corruption. The basic pillars of 

macroeconomic policy enjoy broad support 
across the political spectrum. General elections 
are scheduled for October 2019. While it is too 
early to assess the electoral outlook, DBRS does 
not anticipate any major changes to the policy 
framework. Conservative public debt 

management also supports the ratings. 
Rollover and liquidity risk are minimal. The 
average maturity of central government debt 
is 14 years. In the event of market 
turbulence, Uruguay has substantial funding 

flexibility. With $1.5 billion in redemptions in 

2018, the central government held $2.7 billion in 

liquid assets in September 2017. This is 

complemented by another $2.4 billion in 
contingent credit lines from multilateral 
organizations. Sound external accounts and 
large liquidity buffers further bolster the 
economy's defenses against potential shocks. 
Exchange rate flexibility has helped the economy 

adjust to evolving global conditions without 
generating excessive stress on balance sheets in 
the private sector. The current account is in a 
surplus position. Furthermore, reserves are high 
at 16.0 billion, or 27% of GDP. This provides the 
government with ample buffers in the event of 

an external shock.  
Despite the slowdown in 2015 and 2016, the 
Uruguayan economy has performed well over 
the last decade and growth prospects are 

relatively good. Product diversification and the 
incorporation of technological advances in the 
agricultural sector have generated large 
productivity gains and enhanced the economy's 

resilience to regional volatility. From 2006 to 
2016, the economy expanded at a compound 
annual rate of 4.4%. Looking ahead, a 
potentially large investment in the pulp and 
paper sector could raise growth prospects. If 
carried out, investment in the new mill and 
ancillary infrastructure is estimated to total $3.4 

billion, or 6% of GDP. The project would 
represent the largest private investment in the 
Uruguay's history and could boost growth as 

early as next year.  
Notwithstanding these positive developments, 
there are downside risks to the outlook. The 
small and open nature of the Uruguayan 
economy leaves it exposed to shifts in global 

commodity prices and the economic cycles of 

its large neighbors. Slower-than-expected 
recoveries in Brazil or Argentina could negatively 
affect Uruguay through the trade channel, 
specifically weaker demand for goods exports 
and tourism services. Outside of the region, an 
unexpected deceleration in China could affect 
Uruguay's outlook directly through the terms of 

trade channel, as well as indirectly through the 
trade channel, as demand could weaken from 

Uruguay's commodity-exporting neighbors. The 
key challenge facing the sovereign credit profile 
is the fiscal deficit. The consolidated public 
sector deficit widened from 0.9% of GDP in 2011 

to 3.9% in 2016. The Vázquez administration is 
implementing a gradual consolidation plan to 
narrow the deficit to 2.5% by 2019. Tax 
increases, higher utility and energy tariffs, and 
cuts in public investment have helped offset 
higher spending. The deficit is estimated to have 
narrowed to 3.3% of GDP in 2017. Meeting the 

2019 deficit target looks achievable, particularly 
given the strong growth outlook. A durable fiscal 
consolidation based on slower primary 

expenditure growth would likely have positive 
rating implications. However, implementing such 
an adjustment ahead of next year's elections 
could be politically difficult. Anchoring inflation 

expectations around the the mid-point of the 
central bank's target range is another policy 
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challenge. In March 2017, inflation fell below the 

upper limit of the target range for the first time 

in six years. Disinflation has been driven by peso 
appreciation, which has reduced price pressures 
on tradeable goods and services. However, 
inflation expectations over the next 12 months 
are still near the upper limit of the target range. 
The challenge of anchoring expectations is 

complicated by the weak transmission of 
monetary policy amid high financial dollarization 
and low financial intermediation.  
RATING DRIVERS  
Uruguay's credit profile would benefit from 
greater fiscal space and counter-cyclical 

capacity. A durable consolidation in the fiscal 
accounts would likely put upward pressure on 
the ratings. DBRS does not foresee much 

downside risk to the ratings in the near term. 
Nevertheless, the ratings could experience 
downward pressure if budget dynamics 
deteriorate or external buffers erode over time, 

thereby weakening Uruguay's resilience to 
adverse shocks. 
RATING COMMITTEE SUMMARY  
The DBRS Sovereign Scorecard generates a 
result in the A (low) - BBB range. Additional 
considerations factoring into the Rating 
Committee decision included: 1) Uruguay's high 

level of financial dollarization, low financial 
intermediation, and weak monetary policy 
transmission, and 2) downside risks to the fiscal 
trajectory given spending rigidities. The main 

points of the Rating Committee discussion 
included: 1) Uruguay's fiscal performance and 

outlook, 2) inflation dynamics, and 3) the 
balance of payments.  
KEY INDICATORS  
Fiscal Balance (% GDP): -3.9% (2016); -3.3% 
(2017F); -2.9% (2018F) Gross Public Debt (% 
GDP): 63.4% (2016); 62.0% (2017F); 61.3% 
(2018F) Nominal GDP (USD billions): 52.4 

(2016); 60.3 (2017F); 65.8 (2018F) GDP per 
capita (USD thousands): 15.1 (2016); 17.3 
(2017F); 18.8 (2018F) Real GDP growth (%): 
1.5% (2016); 3.5% (2017F); 3.1% (2018F) 
Consumer Price Inflation (%, eop): 8.1% 

(2016); 6.6% (2017); 6.7% (2018F) Domestic 
credit (% GDP): 30.1% (2016); 26.4% (Sept-

2017) Current Account (% GDP): 1.6% (2016); 
2.3% (2017F); 1.0% (2018F) International 
Investment Position (% GDP): -30.0% (2016); -
29.0% (Sept-2017) Gross External Debt (% 
GDP): 76.2% (2016); 67.4% (Sept-2017) 
Foreign Exchange Reserves (% GDP): 25.6% 

(2016); 26.5% (Sept-2017) Governance 
Indicator (percentile rank): 77.8 (2016) Human 
Development Index: 0.80 (2016)  
 
© DBRS Limited and DBRS, Inc. (collectively, DBRS). 
This publication may not be reproduced in any form, 
whether electronic or otherwise, without the prior 
written consent of DBRS. 
 

 

Venezuela 

Venezuela to resume local trading of 

hard-currency securities  

25-Jan-2018  
By Corina Pons and Deisy Buitrago 
CARACAS, Jan 25 (Reuters) - Venezuela will 

allow securities denominated in hard currency 
to trade on a local bourse, the central bank 
said on Thursday, allowing citizens to legally 
acquire foreign exchange without going 
through the country's 15-year-old currency 
controls.  

The crisis-stricken OPEC nation is struggling 
under hyperinflation and product shortages that 

economists widely blame on currency controls 
that even ruling Socialist Party officials recognize 
have been plagued with corruption. 
Creating legal mechanisms to obtain dollars 
could make it easier for businesses to import 

raw materials or machine parts. 
But it is unlikely to ease the economic crisis 
because the local bolivar currency has lost more 
than 99 percent of its value on the black market, 
leaving local firms largely unable to afford 
products acquired abroad. 

"This currency arrangement will reopen the 
market for securities for private citizens," 
Central Bank Director Pedro Maldonado said in a 
press conference. "Any private company that 

wants to issue debt in hard currency can sell it 
on the Bicentenary Exchange," he said, referring 
to a state-run bourse. 

Between 2004 and 2010, local trading of dollar 
securities served as a parallel foreign exchange 
market known as "permuta" that provided hard 
currency to buyers who did not have permits to 
acquire it at a state-backed favorable rate.  
The government of late President Hugo Chavez 
shut down the legal avenue for such trading in 

2010, arguing that speculators were using it to 
damage the economy.  
Buying dollars on the black market continues to 
be seen as legally suspect despite being routine. 

The central bank separately said the 
government-backed DICOM auction system, 

which was halted last year, will start selling 
euros. President Nicolas Maduro suspended 
DICOM in responses to financial sanctions by 
Washington. 
Venezuela's exchange controls provide dollars at 
the official rate of 10 bolivars for import of 
priority goods such as food and medicine. The 

black market rate is currently 263,803 per 
dollar, according to web-site DolarToday, which 
is the most widely-used reference.  
The central bank did not say what the new 
DICOM exchange rate would be. A Powerpoint 
presentation about DICOM says buyers will "pay 

the price they proposed." 

Before the auctions were halted, DICOM was 
selling dollars at 3,345 bolivars. Though the 
DICOM rate has been consistently more 
favorable than the black market, businesses 
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generally say it is of little use because it sells 

limited volumes, meaning it does not provide a 

steady supply of hard currency for imports. 
 
(Reporting by Corina Pons; Writing by Brian Ellsworth; 
Editing by Susan Thomas) 
(( andrew.cawthorne@thomsonreuters.com )( +58 
212 277 2655) (Reuters Messaging: 
andrew.cawthorne.thomsonreuters.com@reuters.net 
)( Twitter: https://twitter.com/ReutersVzla) ) 
 

AFRICA 
 

Cabo Verde 

Fitch Affirms Cabo Verde at 'B'; 

Outlook Stable  

22-Jan-2018  
LONDON, January 22 (Fitch) This 

announcement corrects the version published 
on 19 January, which incorrectly stated the 
Sovereign Rating Model output. 

Fitch Ratings has affirmed Cabo Verde's Long-
Term Foreign-Currency Issuer Default Rating 
(IDR) at 'B' with a Stable Outlook. 

A full list of rating actions is at the end of this 
rating action commentary. 
KEY RATING DRIVERS 
Cabo Verde's 'B' IDRs balance its high levels of 
public and external indebtedness, large 

sovereign contingent liabilities and the 

economy's heavy dependence on tourism, 
against a high degree of concessionality in public 
and external debt financing and strong 
governance indicators. 
Fitch estimates Cabo Verde's general 
government debt/GDP at 129.4% of GDP at 
end-2017, the highest among Fitch-rated sub-
Sahara African sovereigns. Debt/GDP has 
risen rapidly from a low of 57.2% of GDP in 

2008 as the previous government 
implemented a large countercyclical public 
infrastructure investment programme to 
respond to the global financial crisis and take 
advantage of a narrowing window for 

concessionary financing. Weak growth, 
appreciation of the non-euro debt stock and 
financing of losses at state-owned enterprises 
(SOE) have also contributed to the accumulation 

of public debt. 
Fitch forecasts government debt/GDP to peak 
in 2018 at 131.9% of GDP, a year later than 
our previous expectation during the July 2017 

rating review. The delayed turning point results 
from a delay in the government's execution of 
several investment projects to 2018 from the 
2017 budget. However, it does not detract from 

Fitch's forecast for debt/GDP to decline beyond 
2018 due to the government's fiscal 
consolidation strategy, as laid out in the multi-

annual framework of the 2018 state budget. 
Lower government stock-flow payments and 
lending to the SOEs would further accelerate 

public debt reduction. 
A high degree of concessionality on the debt 

stock, long average maturities and low debt 
servicing levels mitigate risks. Around 96% of 

the debt was contracted on concessionary 
terms, while the average maturity of debt was 

22 years at end-2016. At end-2016, 22% of 
total debt was CVE-denominated, 48% was EUR-
denominated, with the majority of the remainder 
SDR- and USD-denominated. 
Contingent liabilities to the government from 

SOE liabilities are high at an estimated 46.0% of 
GDP at end-2016 (of which government 
guarantees were just 6.7% of GDP), up from 
26% reported for end-2015. These are 
concentrated at the housing and real estate 
company IFH (12.3% of GDP), the utilities 
company Electra (10.5% of GDP), the state-

owned airline TACV (5.1% of GDP) and the 

airport ASA (3.9% of GDP). In 2016, the 
government continued to provide extra-
budgetary support in the form of loans and 
subsidies estimated at 4.5% of GDP, albeit 
concentrated at IFH and TACV. Following the 
sale of TACV's domestic operations to a foreign 

airline, it has been managed by a private 
company since end-2017 in preparation for 
privatisation in 2018. The government also plans 
to privatise IFH along with other SOEs, although 
this may be challenging. 
Public finances have been characterised by five 
consecutive years of narrowing deficits, 

reflecting the government's fiscal consolidation 
strategy to cut capital expenditure, expand the 

tax base and raise tax revenues to offset falling 
donor grants as Cabo Verde graduates to a 
middle-income status economy. 
The narrowing of the 2017 fiscal deficit to 0.4% 

of GDP from 3.5% in 2016 was caused by the 
under-execution of capital investments as well 
as an outperformance of tax revenues due to the 
continued economic recovery, policy measures, 
and efforts to counter tax evasion and 
avoidance. As a result of the delay of 

investments to 2018, Fitch forecasts the fiscal 

deficit to rise to 3.8% of GDP in 2018, before 

falling to 2.5% in 2019. Off-budget transfers to 
SOEs (averaging 4.1% of GDP in 2014-2016) 
are not included in the deficit figures, but are 

reflected in stock-flow adjustments in our public 
debt projections. 
Cabo Verde's economy is heavily dependent on 

imports of food, energy and capital goods, 
making the economy vulnerable to commodity 
price fluctuations. Tourism, the main driver and 
export sector of the economy, has a high import 
content resulting in large trade deficits as the 
sector grows. These are partly offset by strong 
emigrant remittances. Fitch estimates the 2017 

current account deficit will have widened 
significantly to 9.1% of GDP (2016: 2.8%) due 
to robust growth in private consumption and 
investments, and unfavourable developments in 

the terms of trade in 2017, but will narrow to 
5.1% by 2019. 
Strong FDI inflows have financed a large share 

of the current account deficit in recent years and 
limited the rise of external debt. However in 
2017, a temporary fall in net-FDI and a strong 
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9.6% appreciation of the USD against the CVE 

resulted in a spike in net external debt to 60.9% 

of GDP (2016: 43.5%). 
External debt consists mainly of public 
external borrowing and stable diaspora 
deposits, with external financing risks 
mitigated by low concessional borrowing 
rates and long maturities. The bulk of external 

debt is euro-denominated. Official reserves at 
end-2017 were equivalent to 5.1 months of 

external payments. 
Fitch estimates real GDP growth to have risen 
slightly to 4.0% in 2017 (2016: 3.8%) and 
forecasts growth to remain relatively stable in 
the forecast horizon (against the government's 
5.0%-5.5% forecast). Growth will be driven by 
robust tourist activity and a large portfolio of 

tourism-related FDI in the coming years. 
Governance indicators were ranking in the 66th 
percentile of Fitch-rated sovereigns, more in line 
with the 'BBB' median than the 'B' median, 
reflecting Cabo Verde's strong and democratic 
institutions, and underpinning confidence for 

concessionary financing and foreign 
investments. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns Cabo Verde a 
score equivalent to a rating of 'B+' on the Long-
Term Foreign-Currency (LT FC) IDR scale. 

Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 

IDR by applying its QO, relative to rated peers, 
as follows: 
•Public Finances: -1 notch, to reflect the very 
high level of government debt. The SRM is 
estimated on the basis of a linear approach to 

government debt/GDP and does not fully capture 
the extra risk at higher levels. It also reflects the 
risk of the large stock of SOE contingent 
liabilities materialising on the sovereign's 
balance sheet. 
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 risks to the rating are broadly balanced. 
The main factors that individually or collectively, 
could trigger negative rating action are: 

•A rise in the public debt/GDP ratio, resulting 

from a failure to consolidate the public 
accounts or from the materialisation of 
contingent liabilities. 

•Declining growth prospects. 
•A sharp increase in the sovereign's debt service 
burden. 
•A failure to narrow the current account deficit, 

particularly if not covered by net-FDI, or a 
marked increase in net external debt. 

The main factors that individually or collectively, 

could trigger positive rating action are: 

•A marked decline in the public debt/GDP ratio. 
•An improvement in medium-term growth 
potential. 
•Sustained improvement in the current account 
balance and reduction in net external liabilities. 
KEY ASSUMPTIONS 

Fitch assumes the peg with the euro will be 
maintained. 
Fitch assumes that concessional financing to 
Cabo Verde will continue to decline in line with 
the country's graduation to middle income 
status. 

Fitch assumes eurozone growth will be broadly 
in line with our forecast of 2.3% in 2017 and 
2.2% in 2018. 

The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 'B'; 
Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'B'; 

Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 'B' 
Short-Term Local-Currency IDR affirmed at 'B' 
Country Ceiling affirmed at 'B+' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Egypt 

IMF raises Egypt's GDP outlook, says 

on right track in latest review  

23-Jan-2018  
•IMF says Egypt has made strong progress on 
reforms 
•Revises growth up to 4.8 pct for current 
fiscal year 
•Says Egypt committed to new fuel price 
hikes by end-2018 

By Arwa Gaballa, Nadine Awadalla and Eric 
Knecht 

CAIRO, Jan 23 (Reuters) - The International 

Monetary Fund hailed Egypt's progress on 
economic reforms on Tuesday in its second 
major review of the country's loan 
programme, revising up its growth outlook 
but warning against the risks of not pushing 
forward with austerity. 

Egypt's economy has been struggling since a 
2011 uprising drove tourists and foreign 

investors away, but economic reforms tied to a 
$12-billion three-year IMF programme agreed in 
late 2016 have led to positive indicators after 
years of turmoil.  
The IMF raised its forecast for Egypt's GDP 
growth for the 2017/18 fiscal year ending in 
June to 4.8 percent from 4.5 percent in a 
report last year, citing a recovery in 

consumption and private investment.  

"Egypt's economic outlook is favourable, 
provided prudent macroeconomic policies are 

http://www.fitchratings.com/
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maintained and the scope of growth-enhancing 

reforms is broadened," the report said.  

Foreign investment in Egypt's equity markets 
has reached record highs since the country 
embarked on the reforms, and foreign direct 
investment has begun picking up. 
In its report, the IMF said the private sector, 
which has been hampered over the past year by 

interest rate hikes intended to contain soaring 
inflation, should take the lead in boosting the 
economy. 
"The overall aim of these reforms in Egypt 
should be to encourage private sector 
investment, innovation, growth and job 

creation," said Subir Lall, IMF Mission Chief for 
Egypt, Middle East and Central Asia Department, 
in a webcast held to discuss the review's 

findings.  
"Only the private sector can create the 700,000 
jobs Egypt's young and growing population 
needs every year." Lall said.  

RISKS 
Egypt has been hit by a broad range of 
challenges since its 2011 uprising, from an 
Islamic State insurgency and a growing 
number of attacks to an acute hard currency 
shortage and price rises that have decimated 
purchasing power. 

The IMF did not see a presidential election slated 
for March, which incumbent President Abdel 

Fattah al-Sisi is expected to win easily, as 
representing a serious risk to the reform 

programme. 
It said inflation should taper off to around 12 
percent by June and reach single digits by 2019. 
Annual inflation stood at around 20 percent 
during the latest reading in December. 

The December figure was the lowest since the 
import-dependent country floated its pound 
currency in late 2016, roughly halving it in value 
and sending prices soaring. 
Egypt's central bank has raised key interest 
rates by 700 basis points to contain inflation, 
which hit around 35 percent in July, but 

economists expect rates to come down in 
coming months as inflation cools.  
The IMF warned against a premature rate cut 

but said the central bank, whose next monetary 
policy meeting is on Feb. 15, should remain 
vigilant and consider a gradual easing of rates.  

"The exact timing and magnitude is up to the 
central bank and will be data driven, including 
how inflation does for example in January and in 
coming months," Lall said.  
Lall said Cairo was committed to fuel price hikes 
by the end of 2018, with the timing of the next 
increase to be discussed after the next review. 

Egypt has committed to eliminating fuel 
subsidies by the end of the programme, he said. 
It expected the fuel subsidy bill to decline to 2.4 
percent of GDP this fiscal year from 3.3 percent 

last year. 
Newly-discovered gas fields, including the Zohr 
field whose estimated 30 trillion cubic feet 

makes it the largest in the Mediterranean, is also 
expected to help Egypt tighten its finances by 
eliminating the need for gas imports. 

The North African country is expected to reduce 

arrears to international oil companies, which 

stood at around $2.4 billion last June, to about 
$1.2 billion by July and to eliminate them 
entirely by July 2019, the report said.  
The growing gas production and a recovery in 
tourism should help Egypt's current account 
deficit fall to 4.5 percent of GDP this fiscal year 

from about 6 percent last year, the report said. 
 
(Writing by Arwa Gaballa; Editing by Catherine Evans 
and Janet Lawrence) 
(( arwa.gaballa@thomsonreuters.com ; +20 2 2578 
3290; )) 
 
 

Ghana 

Ghana central bank keeps policy rate 

unchanged at 20 pct  

22-Jan-2018  
ACCRA, Jan 22 (Reuters) - Ghana's central 

bank kept its benchmark interest rate at 20 
percent on Monday, citing the need to keep 
inflation within its medium-term target of 8 
percent plus or minus two percentage points, 
governor Ernest Addison told a news 
conference in the capital Accra. 

The major commodity exporter is in its final year 
of a $918 million credit deal with the 
International Monetary Fund to narrow deficit, 

debt and inflation. The Central bank has eased 

rates by 550 basis points in the past year to 
foster growth. 
Addison said the central bank does not recognize 
bitcoin as a tradeable medium of exchange. "It 
is not legal tender and it is not regulated". 
But the bank will not clamp down on users, he 

said, adding that the bank would soon announce 
a policy on digital currencies. 
Ghana earned $5.78 billion from gold exports 
last year, up from $4.91 billion in 2016 while 
cocoa revenue totalled $2.71 billion compared to 
$2.57 billion in 2016. Oil receipts amounted to 
$3 billion from $1.34 billion. 

Net international reserves stood at $4.52 billion, 

or 2.5 months of imports cover, compared to 
two months cover of $3.4 billion at the end of 
2016. Total public debt stood at $31.4 billion, 

representing 68.7 percent of GDP as of 
November 2017 , compared to 73.3 percent at 
the end of 2016. 

 
(Reporting by Kwasi Kpodo; Editing by Tim Cocks and 
Toby Chopra) 
(( kwasi.kpodo@thomsonreuters.com ; +233)( 
244696990; Reuters Messaging: 
kwasi.kpodo.thomsonreuters.com@reuters.net )) 
 

Kenya 

Kenya fiscal deficit to fall to 6.0 pct of 

GDP in 2018/19 fiscal year  

22-Jan-2018  
NAIROBI, Jan 22 (Reuters) - Kenya's fiscal 
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deficit is projected to fall to 7.2 percent of 
GDP in the financial year to the end of June, 

from 8.9 percent in the previous period, the 
Treasury said in a draft budget policy 
statement seen by Reuters on Monday. 

The deficit was expected to fall further to 6.0 
percent of GDP in the 2018/19 (July-June) 
financial year, the Treasury said. 
 
(Reporting by Duncan Miriri; Editing by Toby Chopra) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 

duncan.miriri.thomsonreuters.com@reuters.net )) 
 
 

Kenya pledges to try to live within its 

means after criticism  

22-Jan-2018  
•Targets fiscal deficit of 6.0 pct of GDP in 
2018/19 
•Says has a target of 3.0 pct deficit target by 
2022 
•Lowers 2017 economic growth estimate to 
4.8 pct 

By Duncan Miriri 
NAIROBI, Jan 22 (Reuters) - Kenya plans to cut 

spending to lower its budget deficit to 
internationally acceptable levels in the next 
five years, the Treasury said in a budget 

document, after investors criticised the fiscal 
gap. 

The deficit grew to 8.9 percent of gross domestic 

product in the financial year to last June. The 
ministry of finance said it would be reduced to 
6.0 percent in the financial year from next July 
and to 3.0 percent by 2022. 

"We are clearly conscious of our limited fiscal 
space," Henry Rotich, the finance minister, said 
in a draft budget policy statement seen by 
Reuters on Monday. 
Kenya has been criticised for failing to cut 
borrowing after ramping up debt in the past 

five years. The funds went to fund a range of 
ambitious infrastructure projects, including a 

modern railway line from the port of Mombasa. 
President Uhuru Kenyatta's government 
contracted debt from international capital 

markets, nations like China and other entities 
like the African Development Bank since 2013, 
to build much-needed roads, bridges and power 
plants. 
That drove up total public debt to more than 
50 percent of GDP, angering citizens who 
accuse the government of mortgaging future 
generations, and investors who said the debt 
was undermining Kenya's economic 
credentials. 

Last month, the World Bank said the wide fiscal 
deficit was one of the main risks facing Kenya's 
economic outlook. 

Rotich said the government would partner with 
private companies to build infrastructure, 

allowing the government to use its own funds to 
roll out universal health care, boost food 
security, support manufacturing and build 
affordable houses. 
Kenyatta, who was sworn in for a second term in 

late November, has identified the four areas as 

his priorities for the next five years. 

"This will accelerate economic growth, create 
jobs and reduce poverty," Rotich said. 
Economic growth was estimated at 4.8 percent 
last year, the finance ministry said in the 
document, lowering the government's last 
estimate of 5.1 percent growth for the year, 

which was issued last November.  
It blamed the uncertainty brought by the 
prolonged presidential election, after the 
Supreme Court nullified the initial vote and 
ordered a repeat, and a drought in the first 
quarter. The economy grew 5.8 percent the 

previous year. 
 
(Editing by Larry King) 
(( duncan.miriri@thomsonreuters.com ; Tel: +254 20 
4991239; Reuters Messaging: 
duncan.miriri.thomsonreuters.com@reuters.net )) 
 
 

Nigeria 

Yields rise at Nigerian bond auction 

after central bank rate impasse  

25-Jan-2018  
LAGOS, Jan 25 (Reuters) - Nigeria raised 110 

billion naira ($360 mln) at rates higher than 
at its previous bond auction, the debt office 

said on Thursday, days after its central bank 
cancelled a meeting to set interest rates due 
to a lack of quorum. 
The Debt Management Office sold 45.12 
billion naira in 5-year debt on Wednesday at 
13.38 percent and auctioned 64.88 billion 
naira of 10-year bonds at 13.49 percent, 
higher than 13.19 percent and 13.21 percent 
respectively it fetched at the last auction. 

The total subscription at the sale was 150 billion 

naira. 
The central bank said on Monday it would not 
hold a meeting to fix interest rates due to its 
inability to form a quorum and maintained 
benchmark rates at 14 percent, a level it has 
kept them at for over a year. 

Traders said investors bought bonds at higher 

yields at the auction to hedge against a possible 
rate cut later in the year, as inflation continues 
to decline, fuelling speculation about the outlook 
for official interest rates. 
Investors bid as high as 14.50 percent for the 
notes. However, the government has been 
offering debt at lower yields to track declining 

inflation, which fell for the eleventh month in 
December to 15.37 percent. 
 
($1 = 305.75 naira) 
(Reporting by Chijioke Ohuocha; editing by Alexander 
Smith) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

Nigeria eyes $2.5 bln Eurobond sale in 
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Q1 to refinance local debt  

25-Jan-2018  

By Chijioke Ohuocha 
LAGOS, Jan 25 (Reuters) - Nigeria will consider 

raising $2.5 billion through Eurobonds in the 
first quarter to refinance a portion of its 
domestic treasury bill portfolio at lower cost, 
the head of the Debt Management Office told 
Reuters on Thursday. 

Patience Oniha said the country will also try to 
get back into the JP Morgan Government Bond 
Index (GBI-EM), with improving liquidity in the 
local currency market. 
She said a Eurobond placement will depend on 
market conditions, pricing and tenor. 
"We are looking the issue probably first quarter 

depending on what the advisers say and subject 

to the market conditions," the DMO director 
general told Reuters by phone. 
Nigeria could also look at a possible syndicated 
loan as an alternative, Oniha said, adding that 
the issue is part of a $5.5 billion fund raising 

program approved by parliament last year.  
Nigeria has said it plans to refinance $3 billion 
worth of a local treasury bill portfolio of 2.7 
trillion naira ($8.9 bln).  
In November, Nigeria sold $3 billion in 
Eurobonds, part of which it used to fund its 
2017 budget, and then paid off 198 billion 
naira in treasury bills. 

Oniha said local debt yields have started to fall 

after it paid off the bills in December, though 

debt was still attractive especially to foreign 
funds looking at emerging market bonds. 
"The reason JP Morgan took us out of the index 
was liquidity in the FX market. Now there's an 
investor window where activities have picked up, 

that's a good reason to try to get back in," Oniha 
said. 
Nigeria plans to raise $2.8 billion in new offshore 
loans as part of its 2018 budget. Oniha said she 
could tap capital markets or concessionary loans 
from the World Bank. But the budget has to be 
approved by lawmakers before funding options 

can be considered. 
 
(Reporting by Chijioke Ohuocha; Editing by Peter 
Graff) 
(( chijioke.ohuocha@thomsonreuters.com ; +234 703 
4180 621; Reuters Messaging: 
chijioke.ohuocha.thomsonreuters@reuters.net )) 
 
 

South Africa 

South Africa finance minister warns 

country will feel pain of tough budget  

24-Jan-2018  
By Alexis Akwagyiram 
DAVOS, Switzerland Jan 24 (Reuters) - South 

Africa's budget has involved making tough 
decisions to stabilise the country's debt and 
the country will feel some pain as a result, its 
finance minister said on Wednesday.  

The South African economy, Africa's second 
largest and most industrialised, has slowed to a 

near standstill. 

Finance Minister Malusi Gigaba said the 

upcoming budget, to be unveiled in the spring, 
would involve interventions in order to boost 
confidence and grow the economy, as part of 
what he described as "a difficult fiscal 
framework". 
"What I will be doing at the budget will be 

going to announce the tough decisions to 
stabilise the debt but reduce the budget 
deficit," he said, speaking on the sidelines of 
the World Economic Forum in Davos.  
"We have to announce tough decisions and 
South Africans will have to bear some pain (as 
a result) of some of the decisions we are 
going to have to announce in order to stabilise 

our debt," he said. He did not give details of the 
proposals.  

President Jacob Zuma's reign has been beset by 
allegations of influence-peddling in government 
and mismanagement of state-owned enterprises 
which have dented consumer and business 
confidence. Zuma has denied allegations that he 
has allowed his friends to influence the 
appointment of ministers. 

South Africa's economy grew 2.5 percent in the 
three months to the end of June, after 
contracting by 0.6 percent in the first quarter 
and by 0.3 percent in the final quarter of 2016.  
But since South Africa emerged from its 2009 
recession, growth has fallen short of the 
government's target of five percent, the level 

economists say is needed to curb 
unemployment. 
RATING  
A Moody's rating review could see South Africa's 
rating cut to junk and the country's bonds 
ejected from a key index. That could in turn 

cause capital to flee the country, raising bond 
yields and pressuring the currency. 
"We are certainly going to avoid it. I'm very 
confident," Gigaba said when asked about the 
possibility of a downgrade.  
He said ratings agencies had previously 
expressed concern over political and policy 

certainty, as well as the government's 
commitment to fighting corruption.  

Gigaba said these issues had largely been 
resolved after Cyril Ramaphosa won the race in 
December to be the new leader of the ruling 
African National Congress (ANC). 
Earlier this month the new ANC leader said 

South Africa wanted to attract foreign investors 
to help it kick-start economic growth and will 
crack down on corruption. 
 
(( alexis.akwagyiram@thomsonreuters.com ; +234 
8188 779 319; Reuters Messaging: 
alexis.akwagyiram.thomsonreuters.com@reuters.net / 
Twitter: https://twitter.com/alexisak) ) 
 

Tunisia 

Fitch: Social and Political Tensions 

Raise Tunisia Reform Risks  

23-Jan-2018  
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HONG KONG/LONDON, January 23 (Fitch) 
Continued social unrest and tensions in the 
governing coalition ahead of a busy electoral 
calendar may weaken Tunisia's political 
consensus on fiscal and economic reforms, 
Fitch Ratings says. 

Protests spread across several regions of Tunisia 
in the second week of January as the 2018 
budget that was approved by Parliament last 
December entered into force. They appear to 

have lost momentum although sporadic 
demonstrations are still taking place. 
The government has resisted calls by unions and 
some political parties to withdraw some of the 
main provisions of the 2018 budget law. It has 
only made minor concessions, such as a TDN70 
million (USD28.7 million) increase in social 

spending. However, a renewed flare-up of social 
tensions remains possible and could raise risks 
to fiscal consolidation. The failure to reduce the 
deficit in 2017 was partly in response to social 
tensions, which saw a planned freeze in public-
sector wages cancelled. 
The 2018 budget contains significant 
measures to reduce wide imbalances. It 
targets a reduction of the fiscal deficit to 

4.9% of GDP in 2018 from 6% in 2017. The 
budget law raised the value-added tax by one 
percentage point and increased other indirect 
taxes, custom duties, taxes on bank profits and 
social security taxes. The government also aims 

to reduce the high public-sector wage bill 

through its voluntary redundancy scheme. 
Implementing the budget is a key test of the 
government's ability to deliver reforms. 
The January protests occurred against the 
background of growing tensions within the ruling 
coalition. The government is still backed by a 

majority in Parliament. However, the cabinet's 
political support has been eroded by the 
withdrawal of small parties that account for 
around 16% of seats. Two of these parties have 
expressed disagreements over the 2018 budget. 
Divisions have deepened both within the 
president's Nidaa Tounes party and between 

coalition partners amid calls to revise the 
constitution to bolster the president's powers. 

Political tensions could crystallise around the 
long-delayed May 2018 municipal elections or in 
the run-up to the legislative and presidential 
elections in 2019, possibly leading to a shift in 

the balance of power. 
Persistent social and political tensions have 
raised challenges to implementing fiscal and 
economic reforms in Tunisia. This has led to 
delays in the disbursement of funds under the 
USD2.9 billion 2016-2020 IMF programme, 
which are important in covering external 
financing shortages and in maintaining wider 

confidence in economic policy-making. The 
third IMF loan tranche was due to be disbursed 

in March 2017 but a staff-level agreement was 

not reached until December, with board approval 
now likely in 1Q18. 
We affirmed Tunisia's sovereign rating at 'B+' 
with a Stable Outlook on 17 November. The 
rating balances high income per capita, ease of 

doing business and governance indicators 

relative to 'B' category peers against high 

government and external debts. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 
The above article originally appeared as a post on the 
Fitch Wire credit market commentary page. The 
original article can be accessed at 
www.fitchratings.com. All opinions expressed are 
those of Fitch Ratings. 
 
 

Tunisia to sell bonds worth $1 bln the 

second half of March  

23-Jan-2018  

TUNIS, Jan 23 (Reuters) - Tunisia's parliament 

on Tuesday approved a plan by the central 
bank to sell bonds worth $1 billion to help 
finance the 2018 budget, the state news 

agency said. 

The finance ministry directed the central bank 
after the approval by parliament's financial 
committee to issue the bonds in the second half 
of March, the agency said. 
The North African country previously said it 
needed $3 billion in loans next year to finance 

its budget of 36 billion dinar ($14.7 billion) in 
2018. 
It forecasts the budget deficit to fall to 4.9 
percent of gross domestic product in 2018, 
from about 6 percent expected in 2017. 
Tunisia aims to raise GDP growth to about 3 
percent next year from 2.3 percent this year. 
Tunisia is under pressure from the 
International Monetary Fund to speed up 
policy changes and help its economy recover 

from militant attacks in 2015 that hurt its 
vital tourism industry. 

The country has been praised as the only 
democratic success among the nations where 
“Arab Spring” revolts took place in 2011. But 
successive governments have failed to make the 
changes needed to trim deficits and create 
growth. 

Protest against tax and price increases had 

erupted this month. They have abated but social 
tensions simmer as Tunisia is locked in an 
economic crisis. 
Tunisia had decided after the outbreak of 
protests to increase support for poor families 

and needy people by some $70 million. 
 
($1 = 2.4 Tunisian dinars) 
(Reporting by Tarek Amara; Writing by Ulf Laessing; 
Editing by Matthew Mpoke Bigg) 
(( matt.bigg@thomsonreuters.com ; +44 20 7250-
1122 ; )) 
 
 

Uganda 

Uganda's ten-year Treasury bond yield 

declines  

24-Jan-2018  
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KAMPALA, Jan 24 (Reuters) - The yield on 

Uganda's three-year Treasury bond edged up 
while the rate on the ten-year bond declined 
at a central bank auction on Wednesday 
where a combined total of 180 billion shillings 
($49.52 million) worth of debt was offered. 

The weighted average yield on the three-year 
bond notched up to 11.263 percent from 11.217 
percent at the last sale on Nov.29. 
The yield on the 10-year bond fell to 14.044 

percent from 14.542 percent fetched at the last 
auction held on Oct. 4. 
 
($1 = 3,635.0000 Ugandan shillings) 
(Reporting by Elias Biryabarema; Editing by Duncan 
Miriri) 
((Email:elias.biryabarema@thomsonreuters.com; Tel. 
+254 20 499 1232; Reuters Messaging:  
elias.biryabarema.thomsonreuters.com@reuters.net)) 
 
 

Zimbabwe 

IMF's Lagarde welcomes Mnangagwa's 

promise to revive Zimbabwe economy  

25-Jan-2018  

WASHINGTON, Jan 25 (Reuters) - IMF chief 

Christine Lagarde on Thursday welcomed a 
commitment by Zimbabwe's new President 
Emmerson Mnangagwa to stabilize the 
country's economy and work to improve 
relations with the international community. 

Lagarde met with Mnangagwa on the sidelines of 
the World Economic Forum in Davos, 
Switzerland. It was their first meeting since 

Mnangagwa took power in November when the 
military ousted Robert Mugabe, who ruled for 37 
years. 
"This was an opportunity to share views on ways 
to address the severe economic challenges that 
Zimbabwe is facing, and how the IMF can help," 
Lagarde said on Twitter after the meeting. 

Afterward, the International Monetary Fund said 
Lagarde "welcomed President Mnangagwa's 
commitment to stabilizing the Zimbabwean 
economy and working towards normalizing the 

country's engagement with the international 
community." 

International donors withdrew support for 
Mugabe's government after he imposed policies 
that included violent seizure of white-owned 
commercial farms. 
The country has not been able to borrow from 
international lenders since 1999 when it 
started defaulting on its debt. 
The country cleared its 15-year-old financial 
arrears to the IMF in 2016. It is, however, still 

in arrears to the World Bank and African 
Development Bank, which hampers its ability 
to tap development financing from the two 
institutions. 

The IMF has told Zimbabwe not to clear its 
$1.75 billion foreign arrears by borrowing from 
lenders, which would worsen the country's 
debts. 
Instead it has suggested cuts to public sector 

wages, reducing farm subsidies, improving 

transparency in the mining sector and reaching 

an agreement on compensating farmers. 

Addressing an audience in Davos on Monday, 
Mnangagwa promised to hold transparent 
elections by July and said he would respect the 
outcome of the vote even if the opposition wins. 
The election will be the first big test of his 
legitimacy since he took power. 

 
(Reporting by Lesley Wroughton; Editing by James 
Dalgleish) 
(( lesley.wroughton@thomsonreuters.com ; +1-202-
354-5982)) 
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GLOBAL MARKETS-Euro climbs to 

highest in 3 years on ECB signals; bond 

yields gain  

25-Jan-2018  
•Euro hits three-year high vs dollar 
•Oil prices rise; Brent briefly tops $71 a barrel 
•U.S. stocks up in midday trading 
By Caroline Valetkevitch 

NEW YORK, Jan 25 (Reuters) - The euro rose to 

its highest in three years and bond yields 
climbed on Thursday, after the European 

Central Bank showed little concern about the 
single currency's hottest run in nearly four 
years.  

Concerns about U.S. protectionism kept the U.S. 
dollar weak after its worst day in six months, but 
it was the absence of ECB worries over currency 
volatility after its first meeting of 2018 that sent 
the euro bulls charging again. 
The ECB also kept its ultra-easy monetary 
policy firmly on hold. ECB President Mario 
Draghi cited the region's "solid and broad" 
growth and said inflation was likely to rise in 
the medium term. 

Draghi limited his comments to the side effects 
of currency volatility, rather than addressing the 
lofty level of the euro. Some market participants 
had expected Draghi to take a firmer stance to 

address the euro's potentially damaging surge 

against the dollar. 
"Overall, the comments regarding the exchange 
rate were benign," said Eric Viloria, currency 
strategist at Wells Fargo Securities in New York. 
"There was a lack of any forceful comments with 
respect to the recent euro strength."  

The dollar index, tracking the greenback against 
a basket of major currencies, fell 0.58 percent, 
with the euro up 0.69 percent to $1.2492. The 
euro earlier jumped about 1 percent to $1.2536, 
its highest since mid-December 2014.  
U.S. Treasury debt yields for most maturities 
rose from earlier lows, in line with euro zone 

bonds following Draghi's remarks. The yield on 
10-year German government bonds, the 

benchmark for the bloc, hit a six-month high at 
0.579 percent. 
U.S. benchmark 10-year notes last rose 3/32 in 
price to yield 2.6448 percent, from 2.654 
percent late Wednesday. 
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In the U.S. equity market, the benchmark S&P 

500 index edged up modestly, though it was off 

early highs spurred by solid earnings reports and 
a decline in the dollar. 
Weighing on the index was Caterpillar Inc, 
whose shares turned negative as investors 
booked profit after an earlier jump of as much 
as 2.8 percent following its results. 

The Dow Jones Industrial Average  rose 157.42 
points, or 0.6 percent, to 26,409.54, the S&P 
500 gained 5.36 points, or 0.19 percent, to 
2,842.9 and the Nasdaq Composite added 22.12 
points, or 0.3 percent, to 7,437.18. 
The pan-European FTSEurofirst 300 index lost 

0.64 percent and MSCI's gauge of stocks across 
the globe gained 0.16 percent. 
Investors awaited comments from U.S. President 

Donald Trump, who is scheduled to speak in 
Davos later.  
"Our economy is now booming and with all I am 
doing, will only get better...Our country is finally 

WINNING again!" Trump tweeted. 
On Wednesday in Davos, U.S. Treasury 
Secretary Steven Mnuchin made a major 
departure from traditional U.S. currency policy, 
saying "obviously a weaker dollar is good for us 
as it relates to trade and opportunities." 
In the oil market, U.S. crude rose 0.67 percent 

to $66.05 per barrel and Brent was last at 
$70.87, up 0.48 percent on the day.  
Gold held near its highest since August 2016 as 
a weak dollar helped it extend gains. Spot gold  

was up 0.1 percent at $1,359 an ounce.  
 
(Additional reporting by Marc Jones in London and 
Saqib Iqbal Ahmed in New York; Editing by Bernadette 
Baum) 
(( caroline.valetkevitch@thomsonreuters.com ; +1 
646 223 6393; Reuters Messaging: 
caroline.valetkevitch.thomsonreuters.com@reuters.net 
)) 

 
 

 


