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ASIA 
 

Azerbaijan 

Azeris aggravate bank bondholders  

24-May-2017  

By Christopher Spink 
LONDON, May 24 (IFR) - The International 

Bank of Azerbaijan's plan to swap US$3.34bn 
of foreign currency debt, principally for 
sovereign bonds with longer maturities, looks 
likely to be backed by creditors despite some 
protest from bondholders.  

The bank, the country's largest, is 91% owned 
by the state, and state oil fund Sofaz is the 

biggest individual creditor facing the 
restructuring, with US$1bn in term deposits. 

Under the proposal unveiled in London on 
Tuesday, Sofaz would receive new IBA seven-
year bonds paying 3.5% through a par 
exchange. 

All other creditors in the restructuring can take 

sovereign bonds, unless they prefer the new IBA 
bonds. 
Trade finance related instruments, with a 
nominal value of US$861.5m, will be given the 

most lenient treatment. US commodities trader 

Cargill owns US$715m of those instruments. 
Some 21%, or US$181m, can be swapped at par 
for three-month sovereign notes paying 0.85%. 
The other US$680.5m, or 79%, can be 
exchanged, again at par, for four-year 2.82% 
notes. 

These will amortise in equal amounts annually 
over the four years. 
Together these two portions of the debt - the 
Sofaz deposits and the trade finance instruments 
- account for 56% of the total debt outstanding. 
UPSET CREDITORS  
Under the proposed scheme two-thirds of the 

debt by nominal value has to back the plan for 
it to go ahead. Their inclusion makes it less 
likely that the offer will be derailed by more 
upset creditors. 

Holders of the US$500m 5.625% 2019 Eurobond 
are likely to be among the latter group, but they 
only account for 15% of the total debt stack 
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targeted. "Even without the bondholders the 

debt restructuring can go ahead," said Eric Lalo, 

managing director at Lazard, IBA's adviser. 
Bondholders, together with other owners of 
the US$1.38bn of senior instruments targeted, 
can choose between swapping into a new 12-
year sovereign bond at 80 cents in the dollar 
paying 5.125% or taking a 15-year sovereign 
note at par paying 3.5%. 

The first amortises in three equal amounts in 

years 10, 11 and 12 and the second in two equal 
lumps in years 14 and 15. A minimum of 
US$500m must be allocated to each option. If 
either falls short then Sofaz will pick up the 
remainder. 
The only class of creditor that faces any definite 
cut to its principal is the US$100m subordinated 

note held by Rubrika Finance, on which IBA 
defaulted on May 10. Rubrika will receive half of 
this back in the new 12-year sovereign note, 
under the same terms as above. 
The proposals to give these creditors a haircut, 
either nominally or by net present value 
calculations, left a bitter taste in the mouths of 

some bondholders attending the meeting with 
bank officials and Azeri finance minister Samir 
Sharifov in London. 
One who attended the packed meeting said the 
country risked upsetting investors for a limited 
gain. "You are giving a bit of haircut but for the 

reputational damage why do you bother?" said 
the bondholder. 

"When countries can't pay and restructure, fair 
enough. But why do this when a country can pay 
and is the biggest bank in the country [and is] 
systemically important? It was trading at par 
two weeks ago. No one expected the 

restructuring. It caught people off guard." 
Sharifov said that the proposal allowed 
creditors to "enhance" their credit by 
swapping their bank paper for sovereign 
notes. The bondholder also said the fact that 
creditors were being asked to vote together 
despite receiving different offers made the 
deal unpalatable. 

"They have treated creditors differently. They 
included the US$1bn from Sofaz to help get two 

thirds of votes. You piss investors off. It sounds 
very confrontational where it didn't need to be," 
he said. 
He did admit that many were happy with the 
proposal. Another investor at the meeting, 
without a position in IBA, said: "On the whole 

the offer looks fair and reasonable. I don't think 
there will be much concern." 
CONSIDERING OPTIONS 
The cash price of the IBA 2019s only slipped 1 
point to be bid at 82 cents in the dollar after the 
terms were unveiled. Two creditor groups, one 
advised by law firm Shearman & Sterling, are 

believed to be forming to consider the options. 
Lazard and law firm White & Case, who are 

advising the bank, said they hoped to publish an 
information memorandum with full terms on 
June 14, a month ahead of a claimants' meeting 
on July 13 to back the proposals. 
A separate vote is not required to change the 

terms of the Eurobond, or any other instrument, 

since all are being invited to instead swap their 

liabilities for new notes. The new instruments, 
written under English law, will be distributed on 
August 24. 
A key part of the plan is for state vehicle 
Aqrarkredit to acquire a further M4.9bn 
(US$2.9bn) of bad assets on top of the M9.9bn 

it has already taken on. 
Most of these stem from loans made under the 
disgraced former chief executive, who stepped 
down in March 2015 and has since been jailed 
for embezzlement. The latest transfer is 
conditional on the restructuring plan being 

approved. 
"We believe that this proposal fairly serves 
the interests of the bank's foreign creditors," 
said Sharifov. "The government has 
consistently supported the bank but have 
never said its debts are governed by a state 
guarantee. Now we are offering credit 
enhancement rather than a haircut." 

The bank said the measures would improve the 
core Tier 1 ratio from -4.7% at the end of 

December 2016 to 13%. Sharifov said the 
government then hoped to privatise the lender, 
looking at options from next year. 
The government's debt will rise by US$2.34bn, 
or 6 percentage points, after the restructuring to 
25.2% of its GDP. 
 
(Reporting by Christopher Spink; Additional reporting 
by Davide Scigliuzzo, Joshua Franklin; Editing by Marc 
Carnegie, Sudip Roy and Ian Edmondson) 
(( chris.spink@thomsonreuters.com ; +44 20 7542 
3814; Reuters Messaging: 
chris.spink.thomsonreuters.com@reuters.net )) 
 
 

Fitch: IBA Plan Raises Azerbaijan Debt, 

Costs May Rise Further  

25-May-2017  
PARIS/LONDON, May 25 (Fitch) International 

Bank of Azerbaijan's (IBA) proposed debt 
restructuring would increase Azerbaijan's 
public debt without ending uncertainty about 
the total cost to the sovereign of supporting 
the banking sector, Fitch Ratings says. 

IBA on Tuesday launched an offer to creditors 
that would exchange USD3.3 billion of its debt 

for around USD2.3 billion of new sovereign debt. 
Approval of the proposal requires the support of 
two-thirds of affected creditors at a claimants 
meeting tentatively scheduled for 13 July. 
The fall in oil prices, and subsequent economic 
slowdown and manat devaluation, has left 

Azerbaijan's already weak banking sector in a 
very fragile condition. IBA, the largest bank in 
the country, has also been affected by past 
mismanagement. 
In 2015 and 2016 the bank transferred 
around AZN10 billion of bad assets to a 
dedicated institution, Aqrarkredit, which 
issued bonds subscribed by the Central Bank 
of the Republic of Azerbaijan (CBAR) and 

guaranteed by the state, adding around 15% 
of forecast 2017 GDP in sovereign contingent 

mailto:chris.spink@thomsonreuters.com
rm://chris.spink.thomsonreuters.com@reuters.net/
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liabilities which are only partially recorded in 
official public debt figures. 

Other support mechanisms for the banking 

sector had been planned for 2017. The 
government injected AZN0.6 billion (0.9% of 
2017 GDP) into IBA in early 2017, and the 
sovereign oil fund Sofaz budgeted an 
AZN7.5 billion (11% of 2017 GDP) transfer to 
CBAR in 2017 to support macro stability and the 

banking system as a whole. Under IBA's 

proposed restructuring, public debt to GDP 
would rise by around 6pp-7pp in 2017, 
bringing it to around 29% by end-2017 
according to our projections. This is still much 
lower than the 'BB' category median of 51%. 

But it is not clear that the planned restructuring 
would remove the need for further sovereign 

support for IBA. Azerbaijan's Financial Markets 
and Supervisory Authority described the 
restructuring plan as "a precursor to the 
provision of further support" from the 
government. The authorities have already 
guaranteed USD3 billion of bonds issued by 
Aqrarkredit early in 2017, which could be used 

to transfer additional bad assets from IBA's 
balance sheet upon completion of the 
restructuring plan, thereby adding up to 7% of 
2017 GDP in contingent liabilities for the state. 
Sofaz itself is listed as a creditor in IBA's 
restructuring proposal as a holder of two dollar-
denominated deposits totalling USD1 billion. A 

partial loss on these deposits could add to the 

decline of Sofaz assets over the last two years, 
although these would still be substantial (Sofaz 
had assets of USD33.2 billion at end-1Q17, 92% 
of end-2016 GDP). Sofaz assets and the large 
net external creditor position of the sovereign 

and non-bank private sector mean Azerbaijan's 
external balance sheet is stronger than 'BB' 
category medians and a critical support to the 
sovereign rating. 
On Wednesday we downgraded IBA's rating 
to 'RD' as IBA suspended servicing the 

obligations subject to debt restructuring. Our 
next scheduled review of Azerbaijan's 

'BB+'/Negative sovereign rating is due on 4 
August. The Negative Outlook reflects continued 

risks and uncertainty around the macroeconomic 
and financial sector adjustment under way. As 
IBA's restructuring effort proceeds, we will 
continue to assess the extent to which the 
materialisation of contingent liabilities stemming 

from the banking sector could erode the public 
finances or external asset position, the extent of 
stresses in the banking sector, and how these 
affect its ability to support economic activity. 
 
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. 
 

 

China 

Moody's downgrades China, warns of 

fading financial strength as debt 

mounts  

24-May-2017  
•Moody's cuts rating by one notch to A1, 
outlook stable 
•Moody's says reforms won't prevent rise in 
economy-wide debt 
•Moody's says expects China growth to slow 
to close to 5 pct 

•China: Moody's over-estimates risks, 
methodology inappropriate 
•Shanghai stocks down 1 pct, offshore yuan 
briefly dips 

By John Ruwitch and Yawen Chen 
SHANGHAI/BEIJING, May 24 (Reuters) - 
Moody's Investors Service downgraded 
China's credit ratings on Wednesday for the 
first time in nearly 30 years, saying it expects 
the financial strength of the economy will 

erode in coming years as growth slows and 
debt continues to rise. 

The one-notch downgrade in long-term local and 
foreign currency issuer ratings, to A1 from Aa3, 
comes as the Chinese government grapples with 
the challenges of rising financial risks stemming 
from years of credit-fuelled stimulus.  
"The downgrade reflects Moody's expectation 

that China's financial strength will erode 
somewhat over the coming years, with 
economy-wide debt continuing to rise as 
potential growth slows," the ratings agency 
said in a statement, changing its outlook for 
China to stable from negative.  

China's Finance Ministry said the downgrade, 
Moody's first for the country since 1989, 
overestimated the risks to the economy and was 

based on "inappropriate methodology". 
“Moody’s views that China’s non-financial debt 
will rise rapidly and the government would 
continue to maintain growth via stimulus 
measures are exaggerating difficulties facing the 
Chinese economy, and underestimating the 

Chinese government’s ability to deepen supply-

side structural reform and appropriately expand 
aggregate demand,” the ministry said in a 
statement. 
China's leaders have identified the containment 
of financial risks and asset bubbles as a top 
priority this year. All the same, authorities are 
moving cautiously to avoid knocking economic 

growth, gingerly raising short-term interest 
rates while tightening regulatory supervision.  
At the same time, Beijing's need to deliver on 
official growth targets is likely to make the 
economy increasingly reliant on stimulus, 
Moody's said. 
"While ongoing progress on reforms is likely 

to transform the economy and financial 
system over time, it is not likely to prevent a 
further material rise in economy-wide debt, 
and the consequent increase in contingent 
liabilities for the government," it said. 

mailto:peter.fitzpatrick@fitchratings.com
http://www.fitchratings.com/
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While the downgrade is likely to modestly 

increase the cost of borrowing for the Chinese 

government and its state-owned enterprises 
(SOEs), it remains comfortably within the 
investment grade rating range.  
World stocks inched lower after the move, 
though Shanghai's main index recouped early 
losses to end marginally higher. "After being 

very much at the front and centre of global risk 
sentiment at the beginning of last year, the 
Chinese slowdown story has been almost 
forgotten, with politics throughout Europe and 
the U.S. taking the limelight," said David 
Cheetham, chief market analyst at brokerage 

XTB. 
The yuan currency briefly dipped against the 
U.S. dollar in offshore trading, as did the 

Australian dollar, often seen as a proxy for China 
risk. 
"It's going to be quite negative in terms of 
sentiment, particularly at a time when China is 

looking to de-risk the banking system (and) 
when there’s going to be some potential 
restructuring of SOEs," said Vishnu Varathan, 
Asia head of economics and strategy at Mizuho 
Bank's Treasury division. 
GROWTH TO SLOW 
In March 2016, Moody's cut its outlook on 

China's ratings to negative from stable, citing 
rising debt and uncertainty about authorities' 
ability to carry out reforms.  

Rival ratings agency Standard & Poor's 

downgraded its outlook to negative in the same 
month. S&P's AA- rating is one notch above both 
Moody's and Fitch Ratings, leading to 
speculation among analysts that S&P could also 

downgrade soon. 
"We understand the risk and the reason for 
downgrade, but due to China being a unique 
system – (with a) closed capital account and 
strong government control over all important 
sectors - it can tolerate a higher debt level," said 
Edmund Goh, a Kuala Lumpur-based investment 

manager at Aberdeen Asset Management. 
The slowing economy has become an 
increasingly sensitive topic in China, with 
authorities directing mainland Chinese 

economists and journalists towards more 
positive messaging.  
Authorities have stepped up efforts over the last 

several months to curb debt and housing risks, 
and a raft of recent data has signalled a cooling 
in the economy, which grew a solid 6.9 percent 
in the first quarter.  
China's potential economic growth was likely to 
slow towards 5 percent in coming years, but the 

cooldown is likely to be gradual due to further 
doses of fiscal stimulus, Moody's said. 
DEBT UNDER CONTROL? 
The Finance Ministry said continued mid- to 
high-level economic growth "will provide 
fundamental support to fend off local 
government debt risks. China’s government 
debt risks will not change dramatically in 
2018-2020 from 2016." 

The state planner, the National Development 
and Reform Commission (NDRC), said debt risks 

are generally controllable as measures to lower 

corporate leverage have achieved initial results, 

and systemic risks from debt are relatively low. 
Government-led stimulus has been a major 
driver of China's growth over recent years, 
but has also been accompanied by runaway 
credit growth that has created a mountain of 
debt - now standing at nearly 300 percent of 
gross domestic product (GDP). 

Julian Evans-Pritchard, China economist at 

Capital Economics in Singapore, said steps to 
resolve the debt overhang, such as debt-for-
equity swaps at state companies, were 
insufficient to deal with problem. 
"It’s reached the point where the bad debt 
problem is just so large the government will 
have to step in to resolve it at some point, and 

that obviously means at some point a sizeable 
increase in government debt," he said.  
Moody's said it expects the government's 
direct debt burden to rise gradually towards 
40 percent of GDP by 2018 "and closer to 45 
percent by the end of the decade". 

A growing number of economists believe that a 
massive bank bailout may be inevitable in China 

as bad loans mount. Last September, the Bank 
for International Settlements (BIS) warned that 
excessive credit growth in China signalled an 
increasing risk of a banking crisis within three 
years. 
Moody's lowered Agricultural Bank of China's 
long-term deposit and senior unsecured debt 

ratings to A2 from A1, on par with Bank of 
Communications', which the agency put on 
review for possible downgrade. 
Ratings for state-owned Bank of China, China 
Construction Bank and Industrial and 
Commercial Bank of China were affirmed at A1, 
with Moody's citing their very high level of 

government support. 
 
(Additional reporting by Ryan Woo and Sue-lin Wong 
in BEIJING, Nichola Saminather in SINGAPORE, John 
Ruwitch and Andrew Galbraith in SHANGHAI and 
Umesh Desai in HONG KONG; Writing by Lincoln 
Feast; Editing by Shri Navaratnam, Kim Coghill and 
Ian Geoghegan) 
(( john.ruwitch@tr.com ; +86 21 6104 1786; Reuters 
Messaging: 
john.ruwitch.thomsonreuters.com@reuters.net ; 
Twitter: https://twitter.com/jruwitch) ) 
 
 

Moody's China downgrade "illogical", 

overstates debt  

25-May-2017  
SHANGHAI, May 25 (Reuters) - The decision by 

Moody's Investors Service to downgrade 
China's credit rating is "illogical" and 
overstates the levels of government debt, a 

commerce ministry researcher said in an 
editorial in the official People's Daily 
newspaper on Thursday. 

Mei Xinyu, a researcher at China's Ministry of 
Commerce, wrote in a front page editorial of the 
paper's overseas edition the downgrade, 
Moody's first for China since 1989, overstated 
China's reliance on stimulus and the country's 
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debt levels. 

Moody's downgraded China's credit ratings on 

Wednesday for the first time in nearly 30 years, 
saying it expects the financial strength of the 
economy will erode in coming years as growth 
slows and debt continues to rise. 
China's Finance Ministry said on Wednesday 
the downgrade overestimated the risks to the 
economy and was based on "inappropriate 

methodology". China's state planner said debt 
risks were generally controllable. 

Mei said China's economic performance this year 
had exceeded market expectations and criticised 
Moody's for including debt at state-owned 
enterprises (SOEs) and local government 
financing vehicles as indirect government 
liabilities. 

"It is clear to see that the logic behind Moody's 
assertions goes against the objective facts," he 
wrote. 
Moody's one-notch downgrade in long-term local 
and foreign currency issuer ratings, to A1 from 
Aa3, comes as the Chinese government grapples 

with the challenges of rising financial risks 
stemming from years of credit-fuelled stimulus. 
Chinese leaders have identified the containment 
of financial risks as a top priority this year, but 
are moving cautiously to avoid choking economic 
growth. The authorities have gingerly raised 
short-term interest rates while tightening 

regulatory oversight. 
Mei added that the China downgrade amounted 

to a "double standard" compared with how 
countries in Europe and the United States were 
treated. However, the decision would not have a 
major impact on the Chinese economy, he said. 
The downgrade is likely to modestly increase the 

cost of borrowing for China's government and 
SOEs, but it remains comfortably within the 
investment grade rating range. 
 
(Reporting by Adam Jourdan and Samuel Shen; 
Editing by Jacqueline Wong) 
(( adam.jourdan@thomsonreuters.com ; +86 21 6104 
1778; Reuters Messaging:  
adam.jourdan.thomsonreuters.com@reuters.net )) 
 
 

China's reforms will not be enough to 

arrest rising debt  

26-May-2017  
BEIJING, May 26 (Reuters) - China's structural 

reforms will not be enough to arrest its rising 

debt, Marie Diron, associate managing 
director of Moody's Sovereign Risk Group, 
said on Friday. 

But its economic growth will remain robust, and 
the likelihood of a hard landing is slim, she told 
reporters on a webcast. 
Moody's Investors Service downgraded China's 
credit ratings on Wednesday by one notch to A1, 

saying it expects the financial strength of the 
world's second-largest economy will erode in 
coming years as growth slows and debt 
continues to rise. 
China may no longer get an A1 rating if there 
are signs that debt is growing at a pace that 

exceeds the agency's expectations, Li Xiujun, 

vice president of credit strategy and standards 

at the ratings agency, said on the webcast.  
 
(Reporting by Yawen Chen and Ryan Woo; Editing by 
Kim Coghill) 
(( Ryan.Woo@thomsonreuters.com ; +86-10-6627-
1214; Reuters Messaging: 
ryan.woo.reuters.com@reuters.net )) 
 
 

Irritation with Moody’s reflects China’s 

sensitivity as it seeks foreign investors  

26-May-2017  
By Elias Glenn and Umesh Desai 
BEIJING/HONG KONG, May 26 (Reuters) - China 

has tried to brush aside a rare cut to its credit 
rating by Moody's Investors Service as 

misinformed, but its reaction highlights its 
sensitivity to how it is being viewed just as it 
seeks more foreign capital in its equity and 
bond markets.  
The downgrade offered no new revelations on 
China's debt problems but effectively 
challenged Beijing's economic outlook and 
raised questions about the impact of its 
highly-touted reforms, adding to concerns for 
foreign investors, analysts say. 

State media did not report Moody's decision on 

Wednesday to downgrade China's sovereign 
rating until the finance ministry issued a 
statement hours later saying the rating agency's 

analysis overestimated risks and was based on 
"inappropriate methodology". 
The demotion by one notch to A1 was Moody's 
first for China in nearly 30 years, and agency 

officials said on Friday that another cut is 
possible down the road unless the country gets 
its ballooning credit in check. 
As China pushes for inclusion in one of MSCI 
Inc's major global stock indices at a review next 
month and plans to open its bond market further 

to foreign investors this year, outside 
assessments and calls for transparency will only 
increase. 
And if Moody's and Beijing view the same debt 
differently, it may partly reflect difficulties that 

outsiders face in getting access to information 
needed to assess China's risks.  

"The level of access (in China) is in contrast to 
other countries that badly need funding," said an 
analyst at another ratings agency, declining to 
be identified due to the sensitivity of the issue.  
"Funding is not really an issue for China, so the 
level of meetings at the Ministry of Finance or 
the People's Bank of China varies. Access to 

officials is a function of the relationships the 
ratings agencies have built up." 
China's Ministry of Finance and the People's 
Bank of China did not immediately respond to 
faxed requests for comment.  

Just this month the Financial Stability Board 

(FSB), the financial risk monitoring agency of 
the Group of 20 (G20) economies, criticized 
Beijing for not providing key financial data, 
leading to the delay in a report on the financial 
risks the world faces from shadow banking. 
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OPENING UP 

With most of its debt needs funded from a large 

domestic savings pool, China for now can afford 
to play down the significance of international 
ratings. 
And its financial markets seemed to have 
shrugged off the downgrade, though some 
traders suspect there has been a bit of state 

support. 
On Thursday, the yuan leapt to a two-month 
high against the U.S. dollar on Thursday, 
supported by major state-owned banks in what 
some traders said was a show of strength after 
the Moody's downgrade. It rose further on 

Friday. Stocks also rose sharply on Thursday, as 
the blue-chip CSI300 index posted its best day 
in more than nine months, with some traders 

hinting that state-directed buying might have 
helped prop up the market.  
TILL DEBT DO US PART? 
Explaining its reasons for the downgrade, 
Moody's cited expectations that China's debt 

burden would increase and that authorities 
would continue to rely on stimulus to meet 
official growth targets. 
Beijing has acknowledged the debt problem, 
but says the risks are controllable. 

For now, it is unlikely to impact foreign appetite 
for onshore debt because investors have already 
priced in a growing debt burden, said Jean-
Charles Sambor, deputy head of emerging 

markets fixed income at BNP Paribas Investment 

Partners. 
"Would we like a better understanding of the 
structure of these debts? Of course," Sambor 
said.  
"That's due to the complexity of the various 

layers of debt which includes corporate, 
municipal, broader public debt, as well as off-
balance sheet items and shadow banking."  
"The structure of the debt is very complicated 
and sometimes there is overlap and none of the 
estimates are perfect."  
Lower credit ratings could make it more 
expensive for Chinese state firms to raise 

overseas debt used to fund domestic 
investment, and can limit the ability of some 
foreign funds to buy Chinese assets for their 
portfolios. 

"I don't think (Moody's) understands the actual 
situation in China," said Xu Hongcai, deputy 
chief economist at China Center for International 
Economic Exchanges (CCIEE), a prominent 

think-tank in Beijing.  
"China's economic growth prospects this year 
are better than last year. The economy is 
stabilizing and improving. (Moody's) is worried 
about local government debt, but they don't 
need to worry about that." 
 
(Reporting by Elias Glenn and Umesh Desai; Additional 
reporting by Michelle Price in HONG KONG; Editing by 
Kim Coghill) 
(( Elias.Glenn@thomsonreuters.com ; +86 138 1600 
5903; Reuters Messaging: 
elias.glenn@thomsonreuters.com )) 
 

 

India 

India to raise over $350 million in 

bonds to fund clean energy programs  

24-May-2017  
NEW DELHI, May 24 (Reuters) - India's cabinet 

on Wednesday approved a proposal to raise 
over $350 million from a bond sale to fund its 
renewable energy development schemes in a 
bid to achieve its ambitious clean energy 
goals. 

Prime Minister Narendra Modi has set a target of 
raising India's renewable energy generating 

capacity to 175 gigawatts by 2022, requiring 
about $100 billion in investments, as part of the 

fight against climate change by the world's third-
biggest greenhouse gas emitter and to supply 
power to all of the country's 1.3 billion people. 
India's cabinet, chaired by Modi, has approved 

raising 23.6 billion Indian rupees ($365 million) 
in bonds through the Indian Renewable Energy 
Development Agency (IREDA) for developing 
additional capacity in the renewable energy 
sector. 
The move is a part of the government's 2016-17 
financial budget proposal in which it allocated 40 

billion rupees ($617.81 million) to IREDA to 
issue government-serviced bonds. 
IREDA, a government-run financial institution 

which provides assistance for projects relating to 
renewable energy, has already raised 16.4 
billion rupees of the allocated sum through bond 
issues. 

 
($1 = 64.7450 Indian rupees) 
(Reporting by Sudarshan Varadhan and Rajesh Kumar 
Singh; Editing by Greg Mahlich) 
(( Sudarshan.Varadhan@thomsonreuters.com ; 
+911149548059; Reuters Messaging: 
sudarshan.varadhan.thomsonreuters.com@reuters.net 
)) 
 
 

India Bond Auction May See Sufficient 

Demand As Sentiment Positive   

26-May-2017  
By Dharam Dhutia and Asmita Dey  
NewsRise  
MUMBAI (May 26) -- India’s weekly debt sale 

expected to attract adequate demand despite 
ongoing rally, as market sentiment remains 

positive, traders say. RBI to auction INR150 
billion of four government notes including 
INR80 billion of new 10-year 6.79% 2027 

bond. “Traders wanted to bid at lower prices for 
the 10-year, but we will see several bids very 
close to the market price, as most negative 
factors are out of the way,” says dealer at state-
run bank. Cutoff for 2027 bond eyed in 

INR100.98-INR101.00 band; note last at 
INR101.00, yielding 6.65%, against INR100.93 
previous close. State-run banks expected to bid 
for 7.73% 2034 note today as its yield is at 
attractive levels, traders add. 
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Indonesia 

Indonesia posts fiscal deficit of 2.49 

pct of GDP in 2016  

22-May-2017  
JAKARTA, May 22 (Reuters) - Indonesia's 

Supreme Audit Board on Friday presented to 
parliament the audit results for the 
government's 2016 state budget, which 
showed a deficit of 2.49 percent of GDP, 

slightly higher than the government's initial 
expectations of 2.46 percent. 

Below are details of the 2016 audited budget, 
made available to reporters over the weekend, 
compared to this year's and last year's budgets. 
 
(Reporting by Hidayat Setiaji and Gayatri Suroyo; 
Editing by Amrutha Gayathri) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
 
 

Indonesia 10-yr bond yield falls to 

lowest since Sept after S&P upgrade, 

rupiah firms  

22-May-2017  
JAKARTA, May 22 (Reuters) - The Indonesian 

rupiah extended gains and government bond 
yields fell on Monday after Standard & Poor's 
rating agency raised the country to 
investment grade on Friday.  

The yield on 10-year local currency bond fell to 
6.93 percent, its lowest since September 2016, 
from Friday's close of 7.10 percent. 

The rupiah strengthened 0.23 percent on 
Monday, adding to a 0.17 percent gain on 

Friday. 
Jakarta stocks rose 0.6 percent. 
Standard & Poor's (S&P) upgraded Indonesia's 
sovereign ratings to investment grade late on 

Friday afternoon, a long-awaited move that 
spurred hopes of more investment into 
Southeast Asia's biggest economy. 
 
(Reporting by Fransiska Nangoy; Editing by Kim 
Coghill) 
(( Fransiska.Nangoy@thomsonreuters.com ; +62 21 
2992 7610; Reuters Messaging: 
fransiska.nangoy.thomsonreuters.com@reuters.net )) 
 
 

Indonesia sells $1.05 bln of bonds, 

more than targeted, after S&P upgrade  

23-May-2017  
JAKARTA, May 23 (Reuters) - Indonesia sold 14 

trillion rupiah ($1.05 billion) of bonds, above 

the indicative target of 12 trillion rupiah, at 
the first auction after Standard & Poor's 

(S&P) upgraded Indonesia's sovereign bond 
ratings to investment grade, the finance 
ministry's financing and risk management 
office said on Tuesday. 

S&P upgraded Indonesia to investment grade on 
Friday, sending Jakarta shares and government 
bond prices rising. 
The other two main rating agencies, Fitch and 

Moody's, upgraded Indonesia to investment 
grade more than five years earlier. 
The government sold t-bills maturing in August 
2017 with a weighted average yield of 4.95988 
percent, lower than 4.97260 percent at the last 
auction on May 9.  
The T-bills maturing in February 2018 had a 

weighted average yield of 5.60900 percent. 
The weighted average yield for bonds maturing 
in May 2027 was 6.92116 percent. 
The bonds maturing in August 2032 had a 
weighted average yield of 7.35253 percent, 
lower than previous auction's 7.52402 percent. 
Tuesday's weighted average yield for bonds 

maturing in May 2036 was 7.57683 percent, 
lower than 7.82987 percent from the May 9's 
auction. 
Total incoming bids were 43.87 trillion rupiah, 
nearly double the 24.19 trillion rupiah received 
at the last auction.  

The highest bid-to-cover ratio was 4.46 for the 
bonds maturing in May 2027. 

Fund managers say the investment grade from 
S&P will give Indonesia access to a wider pool of 
investors. 
 
($1 = 13,303 rupiah) 
(Reporting by Nilufar Rizki; Editing by Richard Borsuk) 
(( nilufar.rizki@thomsonreuters.com )( +6221 2992 
7611) (Reuters Messaging: 

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

Oman 

Oman front-loading funding 

requirements with planned dollar 

sukuk  

21-May-2017  
•Oman expected to offer as much as $2 billion 
of sukuk 
•Raising money faster than originally planned 
this year 

•Rising U.S. rates are one factor 
•May also prevent investors worrying after 
rating downgrade 
•Seven-year sukuk likely to price between 4 
and 4.5 percent 

By Davide Barbuscia 
DUBAI, May 21 (Reuters) - Oman, which saw 

its debt rating cut to junk this month, appears 
to be borrowing money it needs far in advance 
of spending it in order to take advantage of 

market conditions and prevent investors 
worrying about its ability to fund itself. 

The Omani government is expected to offer as 

mailto:Fransiska.Nangoy@thomsonreuters.com
rm://fransiska.nangoy.thomsonreuters.com@reuters.net/
mailto:nilufar.rizki@thomsonreuters.com
rm://nilufar.rizki.thomsonreuters.com@reuters.net/
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soon as this week as much as $2 billion of 

Islamic bonds, its first public offer of sukuk in 

the international market. 
It would be Oman’s second international bond 
issue this year, after a $5 billion conventional 
bond sale in March that was split into tranches 
of five, 10 and 30 years. 
Oman is also in the process of syndicating a 

$3.6 billion loan in the Asian bank market. 
Should Oman raise the full amount of the 
syndicated loan plus $2 billion with the sukuk, 
it would secure in the first half of 2017 almost 
twice the amount it initially planned to raise 
via international borrowing for the whole 
year. 

“I think Oman’s debt management 
considerations are driven by the idea that rates 

are more likely to go up than down, so seeing a 
favourable issuance window in the market, the 
government is probably front-loading its fiscal 
funding requirements,” said Fabio Scacciavillani, 
chief economist at Oman Investment Fund. 
“By doing this the government also avoids the 
spreading of doubts over Oman’s ability to 

remain committed to the U.S. dollar peg.” 
Standard & Poor's cut Oman's credit rating to 
junk this month, citing erosion of its external 
reserves and vulnerability to volatility in oil 
prices. The other two major rating agencies, 
Moody's and Fitch, maintain substantially higher 

ratings on Oman. 
Anita Yadav, head of fixed income research at 

Emirates NBD, said Oman might be borrowing 
such large sums internationally partly because 
state spending had not been cut as much as 
planned. 
Also, it may be acting because U.S. dollar 

interest rates are rising, and because it wants to 
avoid raising too much local currency debt so 
that domestic banking liquidity is not strained, 
she added. 
PRICING 
Oman is to hold a global call with fixed income 
investors on Monday; a seven-year sukuk 
issue is expected and a 12-year tranche might 

also be considered, a document issued by one 
of the banks leading the deal showed. 

Oman’s $1 billion five-year conventional notes 
issued in March yield around 3.75 percent while 
its $2 billion of 10-year conventional paper yield 
5 percent. 
These figures suggest a new conventional 
seven-year deal would be priced at 4.7-4.75 

percent, but strong latent demand from Islamic 
investors means Oman's seven-year sukuk is 
likely to price between 4 and 4.5 percent, said a 
fixed income portfolio manager.  
Issuance larger than $2 billion could push the 
pricing into the high 4 percent area, he added. 
A second portfolio manager said Z-spreads of 

Oman’s bonds issued last March and maturing in 
2022, 2027 and 2047 were around 190 basis 

points, 280 bps and 370 bps respectively.  
Given the size of the gap in yield between the 
maturities, and subtracting 10 bps because of 
strong demand for sukuk, Oman's new debt 

could be issued at 210-220 bps over U.S. 

Treasuries while a 12-year tranche could be 

priced around 300 bps over Treasuries, he said. 

 
(Editing by Andrew Torchia and Alison Williams) 
(( Davide.Barbuscia@thomsonreuters.com ;)) 
 
 

Oman launches US$2bn seven-year 

sukuk at 235bp over mid-swaps  

23-May-2017  
LONDON, May 23 (IFR) - The Sultanate of 

Oman has launched a US$2bn seven-year 
sukuk at 235bp over mid-swaps, according to 
a lead. 

The notes were initially marketed at plus 270bp 
area, with guidance at plus 250bp area. 

The order book is in excess of US$6.9bn, 

including lead manager interest, according to a 
previous update. 
Pricing is later today via Alizz Islamic Bank, 
Citigroup, Dubai Islamic Bank, Gulf International 
Bank, HSBC, JP Morgan and Standard Chartered 
(B&D). 
The sovereign had signalled the possibility of 
an additional 12-year sukuk in its mandate 
announcement but no further details have 
been provided on that tranche. 

Expected issue ratings are Baa1 by Moody's and 
BBB by Fitch. 
 
(Reporting by Sudip Roy, editing by Julian Baker) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; Reuters Messaging: 

sudip.roy.thomsonreuters.com@reuters.net )) 
 
 

Pakistan 

Ahead of budget, Pakistan finance 

minister touts expanding economy  

25-May-2017  
•Pakistan misses 5.7 pct growth target for 
2016/17 
•Current account deficit widens to $8.3 bln 
•Growth of 6 pct targeted for next year 
•Finance minister to deliver budget speech on 
Friday 

By Drazen Jorgic 

ISLAMABAD, May 25 (Reuters) - Pakistan's 

economy is on track to expand 5.3 percent in 
the financial year 2016/2017, the fastest rate 
since 2007, Finance Minister Ishaq Dar said 
on Thursday, a day before he announces a 
budget plan which is likely to focus on 
boosting growth. 

Analysts will be closely watching Dar's final 
budget before the 2018 election for any clues 

about populist giveaways and to see if his 
government will maintain the macroeconomic 
discipline that has helped stabilise the economy 
in recent years. 

Dar said estimated growth in 2016/2017 (July 1-
June 30) had been driven by a rebound in 
agriculture, with the sector growing 3.5 percent 

compared with 0.3 percent a year earlier, and 
supported by steady performance of the services 
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sector, which expanded 6 percent. 

"Pakistan is in the midst of an economic revival," 

Dar said in a statement detailing the 2016/2017 
Pakistan Economic Survey. 
He also told media that Pakistan would be 
targeting a 6 percent growth target for 
2017/2018. In the past few years, the 
government has missed such targets, including 

the 5.7 percent aimed for in 2016/2017. 
Pakistan's economy needs to grow at more than 
6 percent a year to absorb new entrants coming 
into the workforce in a fast-growing population 
of nearly 200 million people, experts say. 
Pakistan in September concluded a three-year 
IMF bailout programme stemming from a 

balance of payments crisis in 2013, and Dar 
said Pakistan had no plans to go back to the 
IMF despite a ballooning current account 
deficit. 

He estimated the current account gap would 
reach $8.3 billion in 2016/2017, from $2.5 
billion the previous year.  
PUBLIC DEBT 
The spike has been mainly attributed to 

machinery imports for power plants and 
infrastructure projects linked to the Beijing-
funded China-Pakistan Economic Corridor, which 
is a flagship project in China's vast Belt and 
Road initiative. 
Dar also rejected assertions by some analysts 

that Pakistan's currency is overvalued by 20 
percent. "If anything, it is not (overvalued) more 

than 5 percent," he said. 
He added that public debt stood at 59 percent 
of GDP as of March, while the value of 
Pakistan's economy had increased to just over 
$300 billion.  

Analysts say Friday's budget will focus on 
spurring growth ahead of the 2018 election, with 

Prime Minister Nawaz Sharif's government 
continuing to spend heavily on infrastructure 
and tightening tax collection efforts to pay for 
the spending plans. 
Vahaj Ahmed, research analyst at investment 
bank Exotix Partners, said he also expected 

Islamabad to maintain fertiliser subsidies to the 
agricultural sector, and possibly waive a general 

sales tax (GST) on agricultural inputs, to help 
growth. 
Citi, in a research note, said the 2017/2018 
budget this week will be a "litmus test of the 
government's fiscal intentions" before the 2018 

poll, expected in May next year.  
Topline Securities, a brokerage, said in an 
analyst note it expected the total 2017/2018 
budget to be about 7 percent higher than last 
year, at 4.7 trillion rupees ($45 billion). 
Topline said Dar was likely to target a budget 
deficit of about 3.5 percent, while the 

2016/2017 deficit gap was expected to exceed 4 
percent. 

 
($1 = 104.8100 Pakistani rupees) 
(Additional reporting by Saad Sayeed; Editing by 
Alison Williams) 
(( drazen.jorgic@thomsonreuters.com ; +92 307 8888 
153; Reuters Messaging: 
drazen.jorgic.thomsonreuters.com@reuters.net )) 

 
 

Saudi Arabia 

Saudi Arabia says comfortable with 

2017 budget deficit   

20-May-2017  
By Reem Shamseddine and Katie Paul 
RIYADH, May 20 (Reuters) - The Saudi 

government is comfortable with this year's 
budget deficit, the country's finance minister 
said on Saturday, adding that authorities may 
slow austerity measures slightly in line with 
recommendations by the International 
Monetary Fund (IMF). 

Saudi Arabia last year dodged a financial crisis 

stemming from low oil prices by slashing state 
spending and borrowing tens of billions of 
dollars. 
But earlier this week, the IMF warned Saudi 
Arabia not to tighten fiscal policy too fast, 
saying rapid cuts to the government's budget 
deficit could damage the economy. 

The government said in December it aims to 
achieve a balanced budget in 2020. It plans to 
do that in part by gradually raising energy 
prices, which have long been heavily subsidised 
and were increased for the first time in late 
2015. 
Finance Minister Mohammed al-Jadaan, speaking 

at a news conference with Vice Minister of 

Economy and Planning Mohammed al-Tuwaijri, 
said the government was still studying the 
criteria upon which the adjustment to energy 
and fuel prices would be decided. 
"The kingdom's plans in terms of the balanced 
budget and redirecting support (for subsidies) 

are going in the right direction," Jadaan said. 
Tuwaijri said the energy price study could be 
finalised this year or early 2018.  
Jadaan said the government was expected to 
resume local debt issuances this quarter or 
next, partly to finance the budget deficit.  

The government halted monthly sales of local-
currency conventional bonds in October, partly 

to curb upward pressure on market interest 

rates as money-market liquidity tightened. 
In April, Jadaan told Reuters the government 
was likely to resume domestic government debt 
issues within a couple of months. 
 
(Reporting by Marwa Rashad, Celine Aswad and Reem 
Shamseddine; Editing by Alison Williams and Dale 
Hudson) 
(( Celine.Aswad@thomsonreuters.com ;)) 
 
 

Budget pressure likely to keep Saudis 

propping up oil price  

22-May-2017  
•Improvement in state finances likely to slow 
•Riyadh may need to loosen purse strings to 
boost economy 
•Aramco IPO valuation dependent on oil 
prices 

By Andrew Torchia 
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RIYADH, May 22 (Reuters) - Pressure on Saudi 

Arabia's finances will make it eager to secure 
a deal on oil output cuts at this week's talks 
among global producers, even if Riyadh has to 
shoulder the lion's share of the reductions. 

A rapid decline in the government's huge budget 
deficit is unlikely to continue in coming months, 
particularly since Riyadh may have to spend 
more to support sluggish economic growth. 

Saudi economic reformers, meanwhile, have 
staked much of their credibility on a successful 
initial public offering (IPO) next year by national 
oil giant Saudi Aramco, which they have 
predicted will achieve a valuation of at least $2 
trillion. 
The result, oil analysts and economists say, is 

that Saudi Arabia will go into the meeting of 

OPEC and non-OPEC producers in Vienna on May 
25 determined to maximise its oil revenue 
through high prices, even if it must make large 
production cuts in return.  
“The fiscal situation is going to remain 
challenging, especially in the context of an 

economy that has slowed," said Monica Malik, 
chief economist at Abu Dhabi Commercial Bank. 
"The government is going to have to pick up 
spending to support growth and diversify the 
economy, and for this it needs high revenues. 
They need to see oil prices at the very least at 
current levels.” 

With benchmark Brent crude at $51 a barrel, 
Saudi energy minister Khalid al-Falih has said he 

wants current output cuts to be extended by 
nine months to next March.  
Riyadh has already cut production by more than 
it agreed in that deal. Its cuts in April equated to 

118 percent of its quota. 
Sources told Reuters that an OPEC panel was 
considering the idea of not only extending but 
also deepening the cuts beyond the 1.8 million 
barrels per day (bpd) specified in the original 
agreement. 
RELUCTANT BORROWER  

Thomas Streater, head of research at MB 
Commodities Capital in Dubai, said the 
possibility of the Saudis accepting deeper cuts 
could not be ruled out because a 1.8 million bpd 

reduction would only achieve a modest 
drawdown in global inventories. 
Since last year Riyadh has averted financial 

crisis partly by borrowing abroad. Foreign 
investors are happy to lend it tens of billions 
of dollars, but that does not mean the 
government, which came close to eradicating 
its debt three years ago, is happy with the 
process. 

"They will want higher oil prices to increase their 
revenues and not be dependent on borrowing, 
Streater said." 

Saudi Arabia's budget deficit shrank 71 percent 
from a year ago to a smaller than expected 26 
billion riyals ($6.9 billion) in the first quarter of 

this year, mainly because of oil revenue that 
jumped to 112 billion riyals from 52 billion riyals. 
But the first quarter of 2016 saw the oil price's 
trough, with Brent dropping as low as $27. By 

the second quarter, oil was hovering around 

$45. Any future improvement in the deficit, 

therefore, is likely to be less dramatic. 

Growth in Saudi Arabia's non-oil economy, 
meanwhile, has almost ground to a halt, 
increasing pressure on the government to 
stimulate activity and rein in unpopular austerity 
policies. 
Riyadh backed down on one austerity measure 

last month, restoring civil servants' financial 
allowances at what one official said was an 
annual cost of about 15 billion riyals. Some 
officials say privately that fresh energy price 
reforms aimed at saving 29 billion riyals this 
year could be postponed. 

DEFICIT UNEASE 
The result is likely to be that the budget 
deficit for 2017 comes close to Riyadh's 
original projection of 198 billion riyals. 
Though that would be a marked improvement 
from last year's 297 billion riyals, at about 8 
percent of gross domestic product it would 
still be too high for comfort. 

Malik estimates that a $1 increase in average oil 
prices over a year reduces the Saudi budget 

deficit by 0.3-0.4 percentage points if spending 
remains steady, making a price increase of even 
a few dollars attractive to the Saudis. 
Similarly, oil prices could have a big impact on 
the Aramco IPO. Consultants Sanford C. 
Bernstein have estimated that Aramco would 
make a net profit of $13.30 a barrel on its 

upstream production with oil at $50, but $16.90 

at $60. 
That suggests a $10 swing in the oil price could 
conceivably make a difference of hundreds of 
millions of dollars to Aramco's IPO valuation, 
helping to determine whether the government 

can claim it is getting a good price. 
Other factors that have contributed to Riyadh's 
historical reluctance to reduce oil production also 
appear to be losing some validity, with some 
analysts arguing that improved fracking 
technology means that U.S. shale oil producers 
are no longer likely to be deterred by low crude 

prices. 
Furthermore, concerns that output cuts would 
reward Iran with higher prices may be receding, 

given Tehran's failure to secure foreign 
investment over the past year and U.S. 
President Donald Trump's hard line towards the 
country. 

 
(Additional reporting by Reem Shamseddine; Editing 
by David Goodman) 
(( andrew.torchia@thomsonreuters.com ; +9715 6681 
7277; Reuters Messaging: 
andrew.torchia.thomsonreuters.com@reuters.net )) 
 
 

South Korea 

South Korea incoming fin min sees 

bigger role for fiscal policy  

21-May-2017  
SEOUL, May 21 (Reuters) - South Korea's 

finance minister-nominee said on Sunday 



 

PDM Network Weekly Newsletter on Emerging Markets 

For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  12 

fiscal policy should play a more active role in 
economic management in order to tackle low 

economic growth and soaring youth 
unemployment. 

Speaking hours after his nomination by 
President Moon Jae-in, Kim Dong-yeon, who has 
spent more than a decade at the nation's budget 
office, said his team would draft a 
supplementary budget after his official 

appointment. 
Kim said youth unemployment, running as high 
as 23 percent according to some estimates, 
warranted an extra budget for Asia's fourth 
largest economy. Official figures show youth 
unemployment at 11.2 percent in April. 
If the current trend of unemployment continued, 

Kim told reporters, "it will threaten potential 

growth so the current situation warrants a more 
active fiscal policy." He did not elaborate on the 
amount of the extra budget. 
During an election campaign President Moon had 
pledged a 10 trillion won ($8.96 billion) extra 
budget before the end of the year, to sit on top 

of a 400.5 trillion won budget for 2017 approved 
by parliament last year. 
Kim, who will double as deputy prime minister 
for economy, will become President Moon Jae-
in's first finance chief. Aside from high 
unemployment, he faces other pressing 
economic challenges including swelling 

household debt and increasing demand for 
welfare.  

But despite calling for an expansionary fiscal 
policy, Kim said spending increases would be 
below 7 percent a year. 
"Seven percent increase (a year) would be too 

hasty," he said, 
Separately, Kim also said he will try to extend a 
bilateral currency swap deal with China which 
expires in October. 
"Currency swaps aren't the only safety nets and 
hence we will try to comprehensively consider 
other measures. But it seems necessary to 

extend the currency swap to cement existing 
financial safety nets," Kim said.  
President Moon does not need parliamentary 
approval to appoint a finance minister, but Kim 

needs to attend a hearing at the National 
Assembly.  
 
($1 = 1,116.6100 won) 
(Reporting by Cynthia Kim and Shin-hyung Lee; 
Editing by Clelia Oziel) 
(( Cynthia.Kim@thomsonreuters.com ; 822 3704 
5654; Reuters Messaging: 
cynthia.kim.thomsonreuters.com@reuters.net )) 
 
 

South Korea president orders draft 

extra budget for parliamentary 

approval by June  

25-May-2017  
SEOUL, May 25 (Reuters) - South Korea's new 

President Moon Jae-in has ordered officials to 
quickly draft a supplementary budget so that 
it can be approved by the National Assembly 
in June, his spokesman said on Thursday.  

In a policy meeting, Moon said all-out efforts are 

needed to thoroughly prepare a supplementary 

budget, according to presidential spokesman 
Park Soo-hyun.  
Drafting a 10 trillion won ($8.96 billion) stimulus 
budget was part of Moon's election pledges to 
create jobs.  
 
($1 = 1,116.2000 won) 
(Reporting by Cynthia Kim; Editing by Kim Coghill) 
(( Cynthia.Kim@thomsonreuters.com ; 822 3704 
5654; Reuters Messaging: 
cynthia.kim.thomsonreuters.com@reuters.net )) 
 
 

Sri Lanka 

Sri Lankan rupee firms, but seen 

easing on central bank move to boost 

reserves  

23-May-2017  
COLOMBO, May 23 (Reuters) - The Sri Lankan 

rupee ended slightly firmer in dull trade on 
Tuesday as two foreign banks sold dollars 
though traders say the currency is set to ease 
further on dollar demand from importers and 
a central bank move to buy the greenback to 
boost reserves. 

The central bank has purchased around $400 
million directly from the market so far this year, 
governor Indrajit Coomaraswamy said last week, 

adding it was targeting $1.2 billion in direct 

market purchases of dollars to boost the island 
nation's reserves this year. 
Dealers said the central bank's action will keep 
the rupee under pressure, with the market 
consensus expecting 4-6 percent depreciation of 
the currency this year. 

Rupee forwards were active, with spot-next 
forwards closing at 152.80/90 per dollar, 
compared with Monday's close of 152.85/95.  
One-week forwards were at 152.90/153.00 at 
the close of trade, compared with the previous 
session's close of 153.00/10. 
"There was some selling by two foreign banks," 

said a currency dealer, adding that trading was 

subdued. 
The spot rupee did not trade on Tuesday. 
The central bank fixed the spot rupee reference 
rate at 152.50 on May 5.  
The central bank has allowed the currency to 
gradually depreciate since mid-December, 
revising its spot reference rate multiple times. 

Currency dealers said the market was waiting for 
policy direction from new finance minister 
Mangala Samaraweera after President 
Maithripala Sirisena switched the finance and 
foreign ministers in a cabinet reshuffle on 
Monday in a bid to restore confidence in the 
administration's handling of the economy. 

The appointment came after Sri Lanka missed its 
December-end reserves target agreed with the 
International Monetary Fund (IMF) for a $1.5 
billion, 36-month loan. 
 
($1 = 152.7500 Sri Lankan rupees) 

mailto:Cynthia.Kim@thomsonreuters.com
rm://cynthia.kim.thomsonreuters.com@reuters.net/
mailto:Cynthia.Kim@thomsonreuters.com
rm://cynthia.kim.thomsonreuters.com@reuters.net/
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(Reporting by Ranga Sirilal; Editing by Biju 
Dwarakanath) 
(( ranga.sirilal@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
ranga.sirilal.thomsonreuters.com@reuters.net ; 

www.twitter.com/rangaba)) 
 

EUROPE 

 

Albania 

Albania to sell 4 bln leks (29.8 mln 

euro) of 7-yr T-notes on May 30  

24-May-2017  

PRISTINA (Kosovo), May 24 (SeeNews) - 
Albania will offer 4 billion leks ($33.3 
million/29.8 million euro) of seven-year 
fixed-rate Treasury notes at an auction on 
May 30, according to data from the central 
bank. 

The issue will carry an indicative coupon of 
5.24%. 
At the previous similar auction held on 

December 5, 2016, the finance ministry raised 
995.9 million leks from the sale of seven-year 
government securities, below its target of 1.5 
billion leks. The coupon of the issue increased to 
5.98 from 4.00% in June. 
 
(1 euro = 134.336 leks) 
Copyright 2017 SeeNews. All rights reserved. 
 
 

Bosnia 

Yield on Bosnian region's six-month T-

bills falls at auction  

23-May-2017  
SARAJEVO, May 23 (Reuters) - The yield on six-

month T-bills issued by Bosnia's autonomous 
Bosniak-Croat Federation fell sharply at 
auction on Tuesday after investors bid more 
than double the volume sought by the finance 
ministry. 
It accepted bids, mostly from banks, totalling 20 

million marka ($11.46 million) at a yield of 0.26 
percent compared with 1 percent at the last sale 
of six-month securities in December. The region 
received bids worth 53.6 million marka for the 
20 million marka worth of bills offered. 
The Bosniak-Croat Federation has stepped up 
the frequency of Treasury bill sales to help 
plug a budget gap after the International 

Monetary Fund suspended loan disbursements 
because of delays to reforms at federal and 
regional level.  

The IMF has withheld 80 million euros ($89.97 
million) earmarked under its 553 million euro 

loan deal for Bosnia. 
Although the IMF distributes the loan payments 
to Bosnia's central government in Sarajevo, the 

country's two autonomous regions, the 
Federation and the Serb Republic, are the 

principal beneficiaries of the aid.  

Both regions have resorted to the issuance of 

domestic debt to cover their budget gaps and 
finance maturing debt. 
 
($1 = 0.8892 euros) 
($1 = 1.739 Bosnian marka) 
(Reporting by Maja Zuvela; editing by Richard Lough) 
(( maja.zuvela@thomsonreuters.com ; +387 33 295 
485; Reuters Messaging: 
maja.zuvela.thomsonreuters.com@reuters.net )) 
 
 

Croatia 

Croatia to offer T-bills for 700 mln 

kuna next week  

25-May-2017  

ZAGREB, May 25 (Reuters) - Croatia will offer 

700 million kuna ($106 million) worth of 
treasury bills at an auction next week, the 
finance ministry said on Thursday. 

On May 30 the ministry will offer only one-year 
kuna-denominated paper. It also occasionally 
offers bills in euros and with three-month and 

six-month maturities. 
Some 680 million kuna worth of bills mature 
next week. 
At this week's auction the ministry raised more 
funds than initially targeted. 
The benchmark overnight rate on the local 

money market was quoted at 0.38 percent on 

Thursday, and the one-year rate at 0.85 
percent.  
 
($1 = 6.6241 kuna) 
Reporting by Igor Ilic; Editing by Greg Mahlich) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
 
 

Czech Republic 

Czech finance ministry plans lower 

2018 budget deficit, higher spending  

22-May-2017  
PRAGUE, May 22 (Reuters) - The Czech Finance 

Ministry aims to cut the central state budget 
deficit in 2018, two years after achieving the 
first surplus in two decades, even after raising 
pensions and state workers' pay, the outgoing 
finance minister said on Monday. 

Billionaire Finance Minister Andrej Babis, who is 
expected to be dismissed this month following a 
deal to end a government spat, said he would 
submit a budget with a planned deficit of 50 

billion crowns ($2.12 billion) down from a target 
of 60 billion crowns approved for 2017. 
That comes after, in 2016, the first balanced 
budget since 1995 due to economic growth and 

a drop-off in state investments. 
The Czech Republic is facing little budget 
pressure as the economy has been on a solid 

growth path for several years and 
unemployment falls to new lows, helping tax 

http://www.twitter.com/rangaba)
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collection.  

The ministry's 2018 draft will go to the cabinet 

by the end of May before the government 

approves it. It then needs to be sent to 
parliament by the end of September.  
In October, the country holds a general election, 
with Babis's ANO party holding a considerable 
poll lead over Prime Minister Bohuslav Sobotka's 

Social Democrats. Babis has won voter favour 
with his business-like approach to government.  
Sobotka, though, has worked to oust Babis for 
allegations he dodged taxes. Babis denies 
wrongdoing and had refused to go but last week 
backed down, nominating a former Microsoft 
executive, Ivan Pilny, from his party to replace 

him.  
Babis has pushed for balanced budgets and 
has sought to keep state debt levels from 
rising. He said on Monday the nominal state 
debt would remain unchanged at 1.613 trillion 
crowns ($68.41 billion) this year. The planned 
deficit next year was an agreement in the 
three-party ruling coalition, he said. 

The budget draft counts on a 4 percent rise in 
pensions, and higher sick pay and other 

benefits. An additional 21.8 billion crowns will go 
to state workers, boosting the average wage by 
around 9 percent. 
The 2018 budget also lifts defence spending by 
10 percent, bringing its share to 1.13 percent of 
gross domestic product, well below goals sought 

in the military alliance NATO. 

Czech economic growth is expected to rise to 
around 3 percent this year and next. The Czech 
unemployment rate is also the lowest in the 
European Union at 3.2 percent, according to 
Eurostat. 
The 2016 balanced budget was partly a result of 

low state investments that year as a new EU 
funding period started and co-financed projects 
were slow to get going. 
 
($1 = 23.5770 Czech crowns) 
(Reporting by Petra Vodstrcilova; Writing by Jason 
Hovet, editing by Pritha Sarkar) 
(( jason.hovet@thomsonreuters.com ; +420 224 190 
476; Reuters Messaging: 
jason.hovet.thomsonreuters.com@reuters.net )) 
 
 

Hungary 

Hungary's central bank offers to accept 

HUF 200 bln of 3mo depos  

22-May-2017  
BUDAPEST, May 22 (Reuters) - Hungary's 

central bank offers to accept 200 billion 
forints ($730.67 million) worth of funds from 
commercial banks in its 3-month deposit tool 
at a tender on Wednesday, the National Bank 
of Hungary said on Reuters page on Monday. 

The bank will hold a rate meeting on Tuesday 
where it is expected to keep its base rate on 

hold at 0.9 percent and keep borrowing costs 
steady at least until 2019 because a jump in 
economic growth is unlikely to boost inflation. 

But next month the bank is likely to lower its 

500 billion-forint cap on 3-month deposits to 

350 billion forints at the end of September, 
according to analysts' median forecast. 
 
($1 = 273.72 forints) 
(Reporting by Gergely Szakacs) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
 
 

Poland 

Poland's Jan-April central budget gap 

at 1.5 pct of 2017 plan  

24-May-2017  

WARSAW, May 24 (Reuters) - Poland's central 

budget deficit reached 0.9 billion zlotys 
($239.84 million) in the first four months of 
2017, or 1.5 percent of the full-year plan, the 
finance ministry said in a statement on 
Wednesday. 

In comparison, in the corresponding period last 
year the deficit reached 11.1 billion zlotys, or 

20.3 percent of the full year plan. 
The ministry also said that in the first four 
months of 2017 value added tax (VAT) revenue 
rose by 33.8 percent year-on-year, helping total 
tax revenue increase by 21 percent year-on-

year. 
 
($1 = 3.7525 zlotys) 
(Reporting by Marcin Goettig) 
(( marcin.goettig@thomsonreuters.com ; 
+48226539720; Reuters Messaging: 
marcin.goettig.reuters.com@thomsonreuters.net )) 
 
 

Poland's low deficit set to rise with 

investments, retirements 

25-May-2017  
By Pawel Sobczak and Pawel Florkiewicz 
WARSAW, May 25 (Reuters) - Poland's finance 

minister said on Thursday that the 2017 
budget deficit will be lower than the planned 
59.4 billion zloty, but its size depends on how 
many people take advantage of a lower 
retirement age in the autumn. 

Finance minister Mateusz Morawiecki also said in 

an interview at the Reuters Central & Eastern 
Europe Investment Summit that he expects no 
changes to taxation next year and the deficit 
forecast for 2018 is likely to be lower than 2017. 
The central budget deficit reached 1.5 percent of 
the full-year plan in the January-April period, the 
finance ministry said earlier this week. In 

comparison, in the corresponding period of 2016 
the deficit reached 20.3 percent of the full year 
plan. 
"Such a low deficit is not sustainable (in 
coming months), as there are a number of 
expenditures," Morawiecki said referring to 
planned spending on infrastructure projects 
and pensions.  

mailto:marcin.goettig@thomsonreuters.com
mailto:marcin.goettig.reuters.com@thomsonreuters.net
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"There is one big uncertainty. New pension bill 

(cutting the retirement age) comes into life in 

October and because of that 330,000 people get 
a right to retire," Morawiecki said. 
This means Poland, with a population of 38 
million, may see up to 550,000 new pensioners, 
Morawiecki added. He expects 80 percent of 
those that are eligible to retire. Every 10 percent 

will cost the state 1 billion zloty, he added. 
"If it is 70 percent, then the deficit might be 
really significantly lower. This is why we are 
working with labour minister (Elzbieta) Rafalska 
on incentives for people who refrain from 
retiring," he said. 

This factor will also determine the 2018 budget 
deficit forecast, Morawiecki said. 
Analysts expect the full-year deficit may be 

lower than the full year plan by up to 15 billion 
zloty this year. 
Morawiecki said budget forecasts will not be 
impacted by recent announcements from a 

number of state-run firms such as Energa, PGE, 
and KGHM to sharply cut their dividend payout 
plans. 
He also did not envisage any change in the VAT 
tax rate next year and thinks the copper tax 
could be maintained in some form. 
"We're continuing what we've inherited in terms 

of (VAT) rates levels," he said. 
The copper tax, or levy on mining income, eats 
into profit at KGHM, which is Europe's second 
biggest copper producer as well as the world's 

largest silver miner.  
The recent strengthening of the local currency, 

zloty, which rose against the euro five percent 
since beginning of the year to 4.18 zloty, is not 
yet a concern. 
"I would say that the range 4.0-4.5 is a range 
which doesn't worry me," Morawiecki said. 
 
($1 = 3.7263 zlotys) 
(Reporting by Marcin Goclowski, Pawel Florkiewicz, and 
Pawel Sobczak; Editing by Elaine Hardcastle) 
(( marcin.goclowski@thomsonreuters.com ; +48 22 
6539724; Reuters Messaging: 

marcin.goclowski.reuters.com@thomsonreuters.net )) 
 
 

Romania 

Romania's budget gap to widen to 

3.7%/GDP in 2017 in absence of fiscal 

measures  

25-May-2017  
BUCHAREST (Romania), May 25 (SeeNews) - 
Romania's budget deficit is expected to widen 
to 3.7% of GDP this year and to 3.9% of GDP 
in 2018 in the absence of additional fiscal 

measures, the International Monetary Fund 
(IMF) warned on Thursday. 

"Staff projects a deficit of 3.7% of GDP on 
account of new wage and pension increases and 
tax cuts in the 2017 budget that will add to the 
effects of the previously legislated tax cuts 
entering into effect this year," the IMF said in a 

report following Article IV consultations with 

Romania. 

The institution advised Romania to take near-

term measures to reduce the deficit focusing on 
expenditure re-prioritisation and the 
postponement of a planned pension increase, 
while safeguarding social spending. 
"The authorities prefer to wait to monitor budget 
execution in the first part of the year. However, 

without timely action, reducing the deficit to 3% 
may require withholding the automatic 10% 
spending buffer and delaying capital spending, 
both of which are less desirable ways to achieve 
the target," the IMF stressed. 
Moreover, there are risks of further deterioration 

of the fiscal balance going forward. 
Under current policies, the deficit is projected to 
deteriorate to 3.9% of GDP in 2018,accounting 

for the full-year effect of the pension increase 
scheduled to enter into effect in July 2017, the 
report showed. 
IMF said this estimation does not reflect 

measures included in the government’s 2017–
2020 plan such as the implementation of the 
unified wage bill, reduction of social security 
contribution rates, and further tax cuts. These 
measures have not been finalised but if adopted 
could raise the deficit by 6% of GDP by 2022, 
IMF warned. 
The country's consolidated budget showed a 
deficit equivalent to 2.41% of the projected 
GDP last year, compared to 1.47% of GDP in 
2015, according to finance ministry data. 
In order to prevent growing deficits from 
threatening fiscal sustainability, Romania 
should consider medium term consolidation 
supported by reforms to enhance the 
effectiveness of the public sector, IMF said. 

The IMF kept projections made in April that 

Romania's economy will grow by 4.2% in 2017 
before it decelerates to 3.4% in 2018. 
Growth in 2017 will be supported by continued 
stimulus to private consumption from a new 
round of fiscal relaxation and wage increases, it 
said. 
However, the main risks to Romania's economic 

outlook include a perception of weakening fiscal 
prudence or institutions, which could adversely 

affect market confidence. Also, heightened 
political tensions, could erode consumption and 
investment, increase the cost of government 
borrowing and put pressure on the exchange 
rate which would affect banks’ balance sheets 

through their FX exposures. 
"Maintaining adequate reserve levels, a flexible 
exchange rate, and fiscal buffers will help 
against such risks. Prudent economic policies 
and visible steps to accelerate the pace of 
structural reforms and improve governance 

would send a powerful signal about Romania as 
a good place for doing business," IMF noted. 
The IMF's latest forecast for Romania's economic 

growth is more pessimistic than the 
government's expectations. Romania's 2017 
budget bill is built on projections of 5.2% 
economic growth and sets deficit equivalent to 

2.99% of GDP, a target many find too 
ambitious. 
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Earlier in May, the European Commission warned 

Romania that it may not meet its budget deficit 

target and urged the government to take action 
to avoid the opening of an excessive deficit 
procedure. 
 
(1 euro = 4.5512 lei) 
Copyright 2017 See News. All rights reserved. 
 
 

Romania runs 4-month budget surplus 

of 0.2 pct/GDP  

25-May-2017  
BUCHAREST, May 25 (Reuters) - Romania's 

consolidated budget ran a surplus of 0.2 

percent of gross domestic product in the first 
four months of the year, unchanged from the 
end of March, the finance ministry said on 
Thursday. 

In nominal terms, the surplus stood at 1.35 
billion lei ($332.63 million), it said in a 
statement. 
Revenues were at 9.8 percent of GDP, or 80.1 

billion lei, 8.4 percent up on the year. Spending 
was 78.8 billion lei. 
The Social Democrat government targets a 
deficit of 3 percent of GDP, the European Union's 
ceiling, based on an economic growth estimate 
of 5.2 percent of GDP which analysts have said 
is too optimistic. 

The International Monetary Fund said that 

without additional measures Romania's fiscal 
shortfall was expected to reach 3.7 percent of 
GDP this year and 3.9 percent in 2018. 
 
($1 = 4.0586 lei) 
(Reporting by Radu Marinas) 
(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
 
 

Russia 

Moody's says Russia's credit profile 

reflects strong government, external 

finances amid credit challenges  

22-May-2017  
May 22 (Reuters) - Moody's : 
Moody's says Russia's credit profile reflects 
strong government and external finances 
amid a range of credit challenges. 

Moody’s says Russia's ba1 rating with stable 

outlook underpinned by strong government, 
external balance sheets, increasingly effective 
macro policy management. 
Moody's says expects Russia's general 
government deficit to GDP ratio to decline in 
2017-18 as result of fiscal consolidation and 

stronger revenue prospects. 

Moody's says Russia's economy entered a 
"recovery path" last year that will gain pace in 
2017. 
Russia's credit challenges include volatility 
related to economy's reliance on oil & gas 

exports, weak potential growth, 

underinvestment & "tense geopolitical 

environment". 
Moody's says ageing population is among 
constraints expected to prevent Russia's 
potential growth from expanding. 
Moody’s says despite significant negative 
impact from oil and gas price shock since mid-
2014, Russia's fiscal, debt metrics look 

favorable versus its rating peers. 

Stress in Russia's banking system would also be 
negative because government needs stable 
source of domestic financing in order to fund its 
budget deficits. 
Deterioration in domestic political environment 
resulted in expansion of existing sanctions or 

spurred revival of capital flight would be credit 

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

Slovenia 

Slovenia cutting public debt at fast 

pace  

22-May-2017  
LJUBLJANA (Slovenia), May 22 (SeeNews) - 
Slovenia's finance ministry said it has 
concluded its long-term funding programme 
for the fiscal year 2017, and will now focus 
only on short-term financing in line with the 
adopted T-bill issuance plan. 

For 2017, the general government debt is 
estimated at about 77% of GDP, which is below 
the EU's stability and growth pact debt rule, the 
finance ministry said in a statement on Friday. 
"Regular euro debt refinancing and early 
refinancing of expensive dollar debt with 
cheaper euro debt has reduced interest 
expenditure and had significant budgetary 
impact", the finance ministry noted. 

Interest costs in the state budget are projected 
at 960 million euro ($1.1 billion) in 2017, or 
2.31% of GDP, which is significantly lower than 
1,064 million euro, or 2.7% in 2016. In 2018, 

interest expenses are expected to fall further to 
870 million euro, or 1.99% of GDP. 
Slovenia has so far, with all five cross-
currency liability management transactions, 
bought back 47% of the existing US dollar 
debt portfolio so that the USD-denominated 
debt in government debt structure now 
represents only 12.5%. The rest is 
denominated in euro. 

Last week, Slovenia purchased a total of $1.1 

billion of its outstanding 2022, 2023 and 2024 
notes. 
The finance ministry added that active debt 
management has not been overlooked by 
rating agencies, on the contrary, Moody's 
issued a report in May stating that Slovenia’s 
launch of debt buyback is credit positive. 

 
($=0.895339 euro) 
Copyright 2017 SeeNews. All rights reserved 
 



 

PDM Network Weekly Newsletter on Emerging Markets 

For information, contact the PDM Network Secretariat at: Publicdebtnet.dt@tesoro.it 

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

  17 

 

Ukraine 

IMF mission to Ukraine says reforms 

critical for growth  

26-May-2017  

KIEV, May 26 (Reuters) - The International 
Monetary Fund said on Friday Ukraine must 
stick to its reform commitments, including 
planned pension changes, in order to achieve 
stronger and sustainable growth. 

The statement was released following a visit by 
an IMF mission to Ukraine to review its progress 
under a $17.5 billion bailout programme. 
"While the near-term outlook is positive, 

decisive implementation of structural reforms 

remains critical to achieve stronger and 
sustainable growth that Ukraine needs over the 
medium-term," mission chief Ron van Rooden 
said in the statement. 
He said further technical work remained to be 

done on proposed legislation to meet reform 
objectives, but said discussions with Ukrainian 
authorities had been "constructive".  
 
(Reporting by Alessandra Prentice; Editing by Gareth 
Jones) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
 

LATIN AMERICA   

 

One issuer raises US$300m in Latin 

American primary  

24-May-2017  
•Autopistas del Sol prints new bond 
•JBS hires Bradesco for asset sale plan 

•Brazil stocks up again on reform hopes 

By Mike Gambale 
NEW YORK, May 24 (IFR) - Below is a recap of 

primary issuance activity from Latin America 
on Wednesday. 

Autopistas del Sol, a toll road operator in Costa 
Rica, has announced a US$300m 2030 bond 
ahead of expected pricing on Wednesday. The 

borrower wrapped up roadshows on Tuesday in 
New York through Citigroup, which is acting as 
sole global coordinator and bookrunner. 
The bond will have a tenor of around 13.6 years 
and an average life of about 9.3 years. Expected 
ratings are Ba2/BB. 
ARGENTINA 

Argentina is eyeing Swiss franc, yen and euro 
bond markets to cover its remaining US$2.5bn 
in external needs this year, Finance Minister Luis 
Caputo said. 

The country has raised around US$7.4bn in the 
international capital markets this year, most 
recently with a SFr400m 3.5-year bond - its first 

offering in the currency in almost two decades. 
"The financing program is very advanced," 
Caputo said at press conference in New York. "In 

the first quarter we covered a good 70% of our 

financing needs. What we have for the rest of 

the year is essentially refinancing." 
The country also must raise an additional 
US$6.5bn in the local markets in both pesos and 
dollars, he said. 
GUATEMALA 
Guatemala plans to return to the international 

bond markets after mandating a bank to 
manage the trade, the country's credit head told 
IFR. 
The Central American nation is contemplating a 
size of US$500m-$700m and ideally would like 
to tap 30-year money, but much will depend on 

market conditions at the time.  
Funding needs stand at US$1.75bn this year, 
with the government looking to raise that 
money through multilaterals as well as 
issuance in the local and foreign debt 
markets.  
Proceeds will cover budgetary needs or 
perhaps be used to pay down about US$891m 
in more expensive multilateral debt that costs 
on average about 7.5%. 

PETROPERU 

Peru's state-owned energy company Petroperu 
has decided to sell up to US$3bn in bonds in 
global markets. It has been seeking financing for 
US$3.5bn in upgrades at its main oil refinery in 
the city of Talara, and the government said the 
company was pursuing a mix of loans and bonds 
for the project. 

URUGUAY 
Uruguay will sell US$2.05bn in debt in 2017, 
up from US$1.7bn last year, the Economy 
Ministry said, as the country aims to balance 
its books after posting its sharpest fiscal 

deficit in years. Financing needs will total 
US$2.97bn. The country plans to get US$550m 
from multilateral lenders and will tap reserves 

for US$200m, with the remaining US$170m 
coming from other sources. 
NEOENERGIA 
Brazilian power company Neoenergia is 
considering a possible US dollar bond debut this 
year after sending out requests for proposals in 
late 2016, two market sources told IFR. 

Neoenergia Group's principal shareholders are 
Banco do Brasil's pension fund Previ, with a 
49.01% stake, and Spain's Iberdrola with a 39% 
stake, according to the company's website. 
 
(Reporting by Mike Gambale and Paul Kilby; Editing by 
Marc Carnegie) 
(( michael.gambale@thomsonreuters.com ; 646 223 
7372; Reuters Messaging: 
michael.gambale.thomsonreuters.com@reuters.net )) 
 
 

Bolivia 

S&P says Bolivia outlook revised to 

negative on higher external risks; 

'BB/B' ratings affirmed  

26-May-2017  
May 25 (Reuters) -  
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S&P revises Bolivia sovereign credit outlook 
down to negative from stable; current rating 

is BB. 

S&P- Bolivia outlook revised to negative on 
higher external risks; 'BB/B' ratings affirmed. 
S&P - low export prices for natural gas, with 
only modest success in boosting prospects for 
gas production weighing on Bolivia's external 
position. 
S&P on Bolivia - project that narrow net 
external debt will evolve toward a debtor 
position next year from -30% of current 
account receipts in 2017. 

S&P on Bolivia- negative outlook reflects at least 
one-in-three likelihood that current account 
deficits could contribute to macroeconomic 
imbalances. 

S&P on Bolivia - trade and current account 
deficits are likely to slightly narrow over the next 
two years, with the CAD likely approaching 4%-
5% of GDP. 
S&P on Bolivia - expect general government 
deficit to be around 3% of GDP in 2017 and 
remain relatively stable in the next three years. 

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

Brazil 

S&P says Brazil's 'BB' long-term 

ratings placed on Credit watch 

negative on increased political 

uncertainty  

23-May-2017  

May 22 (Reuters) -  
S&P revises brazil sovereign credit outlook to 
credit watch negative from negative; current 
rating is BB. 

S&P - Brazil 'BB' long-term ratings placed on 
credit watch negative on increased political 
uncertainty. 

S&P - following recent corruption allegations 
against president Michel Temer, Brazil's political 
backdrop has once again become more 

complicated. 
S&P on Brazil- Placing 'bb' long-term foreign and 
local currency sovereign credit ratings on Credit 
watch with negative implications. 

S&P - Affirmed the short-term foreign and local 
currency ratings of brazil at 'B'. 
S&P on Brazil- In 2017, expect general 

government deficit of 8.8% of GDP to decline 
to 6.6% by 2019. 

S&P- Near-term uncertainties on president 
temer's political viability, potential for prolonged 
transition process heightened downside risk to 

brazil rating. 
S&P on Brazil- Creditwatch listing with negative 
implications reflects risk that could lower ratings 

over next 3 months amid more stressed political 
dynamics. 
 
(( Bangalore.newsroom@thomsonreuters.com ;)) 
 

 

Fitch: Brazil State Fiscal Aid Uncertain 

Amid Political Turmoil  

24-May-2017  
SAO PAULO/NEW YORK, May 24 (Fitch) The 

political turmoil surrounding Brazil's 
President Michel Temer could damage state 
credit profiles if it delays emergency federal 
support for large states and slows the 
passage of federal laws that would relieve 
state pension pressures, Fitch Ratings says. 

In recent negotiations with its most fiscally 
stressed states, Brazil's federal government 
agreed to grant direct financial support in 
exchange for lowering operating expenditures, 

including the amount that employees, retirees 
and pensioners contribute to the state pension 

system, and privatizing state-owned enterprises. 
Rio de Janeiro was the first state to enter 
negotiations and Minas Gerais and Rio Grande 
do Sul followed. 
The federal plan could have a positive near 
term impact, but political uncertainty will 

probably slow its implementation. The plan's 
federal credit lines would allow states to pay 
back-salaries for critical services like law 
enforcement and healthcare in addition to past-
due commercial debt. However, delays in these 
plans could reduce some of their benefits, such 

as higher tax collections and control over 
discretionary expenditures. 

Delaying proposed pension relief would also be 
fiscally damaging for the states as pension cost 
increases have expanded their budgetary 
structural imbalances. Total tax collections in Rio 

de Janeiro, Minas Gerais and Rio Grande do Sul 
grew by an average 7.7% per year from 2011 to 
2015. Their pension expenses rose by 16.4% 
over the same period. 
Delaying these programs could also damage the 
overall economy, which is concentrated in four 
states. Sao Paulo's economy, with a GDP of 

USD571 billion in 2016, accounts for one third of 
Brazil's economy. We expect macro conditions to 
improve in 2017, compared to 2016 and 2015, 
but the recovery will be slow. Fitch forecasts the 

Brazilian economy to grow by 0.7% this year. 
Fitch expects the fiscal performance of 
Brazilian states and local governments to also 
improve by a small margin in 2017. Operating 

margins for the portfolio average of 12 rated 
states and municipalities should improve to 

3.3% in 2017 from 2.8% in 2016. Our view 
assumes the adoption of some corrective 
measures, including the benefits derived from 
increased tax tariffs on key economic segments, 
lower tax incentives to companies and an 
increase in the contribution rate of employees to 

the local pension systems. 
We do not expect Rio de Janeiro, Minas Gerais 
and Rio Grande do Sul to generate enough 

revenues to cope with operating costs in 2017. 
Therefore, these states will need to resort to 
one-off revenues such as judicial deposits, 

taxation on repatriated assets and mostly 
emergency credit lines. 

mailto:Bangalore.newsroom@thomsonreuters.com
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Media Relations: Elizabeth Fogerty, New York, Tel: +1 
(212) 908 0526, Email: 
elizabeth.fogerty@fitchratings.com. 
 
 

Brazil central gov't primary surplus 

beats expectations  

25-May-2017  

BRASILIA, May 25 (Reuters) - Brazil's central 

government on Thursday posted a primary 
budget surplus of 12.570 billion reais ($3.84 
billion) in April, well above market estimates 
as an incipient economic recovery starts to lift 
tax revenues. 

The central government, which includes federal 
ministries, social security and the central bank, 

had been expected to post a surplus of 6.8 

billion reais, according to the median forecast in 
a Reuters poll of 12 economists. 
 
($1 = 3.2775 reais) 
(Reporting by Marcela Ayres; Writing by Alonso Soto; 
Editing by Richard Chang) 
(( alonso.soto@thomsonreuters.com ; +55 61 
34267027; Reuters Messaging: 
alonso.soto.thomsonreuters.com@reuters.net )) 
 
 

Ecuador 

Ecuador's new president says he is 

negotiating World Bank loan  

26-May-2017  

By Alexandra Valencia 
COCHASQUI, Ecuador, May 25 (Reuters) - 
Ecuador's new leftist president, Lenin Moreno, 
said on Thursday he had reached out to the 
World Bank - an organization scorned by his 
predecessor - in a bid for financing that could 
help him fund ambitious social programs.  

Former President Rafael Correa ordered the 
expulsion of the World Bank's representative in 

the country in 2007 because of conditions 
attached to a $100 million loan.  
Moreno, a former vice president under Correa, 

has promised to govern in a more conciliatory 
style than his predecessor and improve relations 
with business.  

"We've started to reach out to the World Bank, 
it's an excellent source of financing," said 
Moreno, who was sworn in on Wednesday after 
winning a close election on promises of 
maintaining Correa's popular social programs. 
"We know the conditions of years ago are 
completely different (now.) These credits are 

more accessible and more affordable and 
without a doubt we're going to reach an 
agreement with them," Moreno added after a 
symbolic swearing-in by an indigenous 

community about an hour outside the capital, 
Quito. 
Moreno, who has also said he would seek to 

renegotiate foreign debt to improve terms, did 
not provide details on the World Bank talks. 
The World Bank did not immediately respond to 

a request for comment.  

Moreno has vowed to provide free education, 

health and housing for lower-income families, 
and subsidies to eradicate extreme poverty. 
But steep public debt and a dollarized economy 
hurt by lower oil prices are prompting the need 
for external financing. Ecuador's opposition 
accused the government of running up excessive 

debt and mismanaging a decade-long oil boom.  
Ecuador's ruling Country Alliance party counters 
it has pulled millions out of poverty in the 
country dependent on exports of oil, flowers and 
shrimp.  
"We will remain austere with our spending, but 

never, under any circumstance, will we stop 
serving the Ecuadorean people as we've 
promised in our programs," said Moreno, draped 

in a traditional red poncho.  
 
(Reporting by Alexandra Valencia; Writing by 
Alexandra Ulmer; Editing by Peter Cooney) 
(( alexandra.valencia@thomsonreuters.com ; +593-
99-944-6992; Reuters Messaging: 
alexandra.valencia.thomsonreuters.com@reuters.net 
)) 
 
 

Mexico 

IMF says reaffirms Mexico's $86 bln 

flexible credit line  

23-May-2017  
MEXICO CITY, May 23 (Reuters) - The 

International Monetary Fund on Tuesday said 
it reaffirmed Mexico's access to a flexible 
credit line worth about $86 billion dollars that 
the country could use to stabilize its currency 
in cases of extreme volatility.  

The IMF said Mexico expressed that it treated 
the 2-year- line approved last year as 

"precautionary." The IMF first extended a flexible 
credit line to Mexico in 2009 and it boosted the 
amount last year as the peso was battered to a 
record low.  
 
(Reporting by Michael O'Boyle) 
(( michael.oboyle@thomsonreuters.com ; +5255-
5282-7153; Reuters Messaging: 
michael.oboyle.thomsonreuters.com@reuters.net )) 
 
 

Mexico buys back 40 bln pesos of local 

currency bonds  

25-May-2017  
MEXICO CITY, May 25 (Reuters) - Mexico's 

government said it bought back 40 billion 
pesos ($2.16 billion) of local currency bonds 
on Thursday, using part of the money it 
received from the central bank earlier this 
year to cut its debt. 

The central bank held an auction to buy back 

three different bonds maturing in 2018 and 2019 
and saw demand for 98.1 billion pesos, the 
finance ministry said in a statement.  

In March, Mexico's central bank transferred 
321.7 billion pesos ($17 billion) of its 2016 

mailto:elizabeth.fogerty@fitchratings.com
mailto:alonso.soto@thomsonreuters.com
rm://alonso.soto.thomsonreuters.com@reuters.net/
mailto:michael.oboyle@thomsonreuters.com
rm://michael.oboyle.thomsonreuters.com@reuters.net/
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surplus to the federal government. The 

government has to use at least 70 percent of the 

transfer to reduce debt, according to law. 
The ministry said it would keep analyzing market 
conditions to decide when to use the rest of the 
funds.  
 
($1 = 18.5170 Mexican pesos) 
(Reporting by Miguel Angel Gutierrez; Editing by 

Sandra Maler) 
(( michael.oboyle@thomsonreuters.com ; +5255-
5282-7153; Reuters Messaging: 
michael.oboyle.thomsonreuters.com@reuters.net )) 
 
 

Venezuela 

Locals hold 28% of Venezuela bonds: 

Torino Capital  

22-May-2017  
By Paul Kilby 
NEW YORK, May 22 (IFR) - About 28% of the 

outstanding bonds issued by the Venezuelan 
government and its entities are in the hands 
of locals, according to a report released by 

brokerage Torino Capital on Monday. 
Here are some of highlights of the report that 
used available data and mathematical 
probabilities to calculate debt holdings: 
* Of the US$66.28bn in outstanding debt issued 
by the government and other state entities such 

as oil company PDVSA, US$47.95bn (72.3%) is 
held by foreigners and US$18.3bn (27.7%) by 

locals. 
* That contrasts with the third quarter of 2015, 
when locals held US$22.9bn (32.8%) and 
foreigners US$47bn (67.2%) of outstanding 
issues.  
* Local portfolios are now heavily slanted 

toward sovereign bonds. Of the US$18.3bn 
held by locals, some US$14.3bn is sovereign 
bonds versus US$3.8bn of PDVSA bonds. This 
could mean that domestic banks are the main 
holders of such bonds, given their preference 
for owning sovereign debt.  

* Of the US$18.3bn held by locals, 44% of that 

is in Venezuela's 6.5% 2036s and PDVSA's 6% 
2022s, which have yet to be traded in the 

international markets and are likely to be owned 
completely by the government.  
* The calculations suggest the government has a 
limited capacity to support a PDVSA liability 
management operation, as it only controls 3% of 
the outstanding PDVSA issues (with the 
exception of the 2022s).  

* The government only controls 6.4% of the 
PDVSA 8.5% 2017 new and the 8.5% 2020s 
that have amortization payments due in the 
fourth quarter. That leaves the oil company 
vulnerable if foreign accounts are unwilling to 
participate in a hypothetical bond swap later this 

year.  

* The government holds bonds with a market 
value of US$9bn that it could use to cover 
external financing needs, though such options 
are limited given the pressure such sales would 

exert on secondary levels.  

* Data however suggest that Venezuela will 

continue to use sales of local holdings to 
partially fund external financing needs, meaning 
that it has greater means to avoid default than 
the market appears to believe. 
 
(Reporting by Paul Kilby; Editing by Marc Carnegie) 
(( paulj.kilby@thomsonreuters.com ; 646 223 4733; 

Reuters Messaging: 
paulj.kilby.thomsonreuters.com@reuters.net )) 
 
 

Venezuela says considering options to 

repay debts  

25-May-2017  

By Ernest Scheyder 

VIENNA, May 25 (Reuters) - Venezuela is 

considering several options to repay its debts, 
the oil minister said on Thursday, after a deep 
recession and low crude prices hit output and 
prompted Caracas to seek funds from China 
and Russia. 

Venezuelan oil production has slipped to its 
lowest levels in about 20 years, hurting a nation 

which relies almost solely on crude exports for 
revenues. 
Oil minister Nelson Martinez, speaking at a 
meeting of the Organization of the Petroleum 
Exporting Countries, said his country was 
producing up to 1.97 million barrels per day of 
oil, citing figures gathered by secondary sources 

and used by OPEC. 
As well as using revenues to pay foreign oil 
firms operating in Venezuela, Caracas needs 
to repay debts to China and Russia, which 
have together lent at least $50 billion in 
exchange for promised oil and fuel deliveries. 
"We are looking forward to solving the issue 
of the debt," Martinez said. "We are looking at 
all options, some financial support through 
bonds and so on." 

According to Thomson Reuters IFR, Venezuela 
has $66.28 billion in outstanding debt issued by 
the government and other state entities such as 
oil company PDVSA, which has been particularly 
hard-hit by the economic crisis. 

In the past few weeks, thousands of people have 
protested against the leftist government of 

President Nicolas Maduro, demanding elections, 
freedom for jailed activists, foreign aid and 
autonomy for the opposition-led legislature. 
A Reuters poll forecast the economy would 
shrink 3.5 percent this year after a 19 percent 
drop last year. Inflation has hit triple digits, 
creating food shortages. 

Venezuela has been seeking help from Russian 
oil major Rosneft to pay its debts. As collateral 
for prepayment on oil deliveries, Rosneft said 
last week it had received a stake in PDVSA's 
U.S. refining and marketing arm Citgo. 

"What has been done is to use that (collateral) 

as a pledge for a loan that came from Rosneft. It 
doesn't mean that Rosneft is going to have 49 
percent," Martinez said, adding that talks with 
the Rosneft were continuing. 
 

mailto:michael.oboyle@thomsonreuters.com
rm://michael.oboyle.thomsonreuters.com@reuters.net/
mailto:paulj.kilby@thomsonreuters.com
rm://paulj.kilby.thomsonreuters.com@reuters.net/
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(Writing by Amanda Cooper; Editing by Jane Merriman 
and Edmund Blair) 
(( amanda.cooper@thomsonreuters.com ; 
+442075423424; Reuters Messaging: 
amanda.cooper.thomsonreuters.com@reuters.net ; 

Twitter: https://twitter.com/a_coops1 )) 
 

AFRICA 
 
 

 

Egypt 

Egypt budget deficit down to 8 pct of 

GDP in first nine months of 2016-17  

23-May-2017  

CAIRO, May 23 (Reuters) - Egypt's budget 

deficit for the first nine months of the 2016-
17 fiscal year ending in June dipped to 8 
percent of GDP from 9.4 percent during the 
same period last year, a draft budget 
statement showed. 
Egypt is implementing sweeping reforms that 
include cutting subsidies and raising taxes as 
part of a three-year $12 billion International 

Monetary Fund lending programme. 
The government in April said it expects the 
budget deficit for this fiscal year to hit 10.9 
percent of GDP. It is looking to bring this down 
to 9.1 percent during the next fiscal year. 
 
(Reporting by Ehab Farouk; Writing by Eric Knecht; 
Editing by Louise Ireland) 
(( eric.knecht@thomsonreuters.com ; +20 2 2394 
8102; Reuters Messaging: 
eric.knecht.thomsonreuters.com@reuters.net )) 
 
 

Egypt Eurobond sale to cover FY 2017-

18 financing needs  

24-May-2017  

CAIRO, May 24 (Reuters) - Egyptian Finance 

Minister Amr El Garhy said on Wednesday that 
the country's $3 billion Eurobond sale would 
cover "to a large extent" its financing needs 
for the 2017-18 fiscal year but that it could 
tap markets again in February or March of 
2018. 

Garhy told Reuters in a telephone interview that 
80 percent of the money raised from the 

Eurobond sale came from North America and 
Europe, signalling foreign investment appetite, 
and that the proceeds would reach the central 
bank by May 31. 
 
(Reporting by Ehab Farouk; Writing by Ahmed 
Aboulenein; Editing by Hugh Lawson) 
(( ahmed.aboulenein@thomsonreuters.com ; +20 2 
2394 8097; Reuters Messaging: 
ahmed.aboulenein.thomsonreuters.com@reuters.net )) 
 
 

Egypt launches $3 billion triple-tranche 

bond tap  

24-May-2017  
DUBAI, May 24 (Reuters) - Egypt has launched 

a $3 billion triple-tranche bond which taps its 
$1.75 billion bond maturing in 2022, the $1 

billion notes due in 2027 and the $1.25 billion 
notes due in 2047, a document issued by one 
of the banks leading the deal showed. 

Under a bond tap, an existing transaction is 
reopened for subscription, using the same 
documentation as before. 
Egypt has launched $750 million notes due in 
2022 at 5.45 percent, $1 billion at 6.65 percent 

and $1.25 billion at 7.95 percent. Books for the 
deal closed at $11 billion, the document showed. 
 
(Reporting by Davide Barbuscia; Editing by Keith Weir) 
(( Davide.Barbuscia@thomsonreuters.com ;)) 
 
 

Ghana 

Ghana to request extension of IMF 

programme to Dec 2018  

22-May-2017  
ACCRA, May 22 (Reuters) - Ghana's 

government will ask the International 
Monetary Fund to extend its support 
programme to December 2018 from April 
2018 to boost efforts to stabilize the 
economy, senior government sources said on 
Monday. 

An extension would reassure markets and also 
likely bring in additional IMF funds to a 

programme under which Ghana was initially set 

to receive $918 million over three years, the 
sources told Reuters. 
The deal was agreed by the previous 
government to restore stability to an economy 
that slowed sharply in 2014 due to a fiscal crisis 
and lower global prices for Ghana's oil and gold 
exports.  

Any request for extension would represent a 
change of course for the government of 
President Nana Akufo-Addo, which said after 
coming to power in January that it wanted the 
programme to end on time. 
"The programme is going to be extended until 

December 2018," said a senior government 

source who declined to be identified. His 
comment was echoed by other government 
sources. 
The IMF said last week it had suggested to the 
government that it request an extension. 
 
(Reporting by Matthew Mpoke Bigg; Editing by Nellie 
Peyton and Andrew Heavens) 
(( matt.bigg@thomsonreuters.com ; +233)(0)( 209 
607-203; Reuters Messaging: 
matt.bigg.thomsonreuters.com@reuters.net )) 
 
 

Mauritius 

Mauritius 3-year Treasury bond yield 

falls to 3.17 pct  

24-May-2017  
PORT LOUIS, May 24 (Reuters) - The weighted 
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rm://amanda.cooper.thomsonreuters.com@reuters.net/
https://twitter.com/a_coops1
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average yield on Mauritius' 3-year Treasury 
bond fell to 3.17 percent at auction on 

Wednesday from 3.65 percent at the last sale 
in April, the central bank said. 

The Bank of Mauritius sold all the 2 billion 
rupees ($57.72 million) of debt that it had 
offered. 
Bids totalled 5.8 billion rupees, with yields 
ranging from 3.15 percent to 3.55 percent. 

The bond has a coupon rate of 2.90 percent and 
is due on Feb. 17, 2020.  
 
($1 = 34.6500 Mauritius rupees) 
(Reporting by Jean Paul Arouff; Editing by Clement 
Uwiringiyimana) 
(( Clement.Uwiringiyimana@thomsonreuters.com ; 
+250 784 031935; Reuters Messaging: 
Clement.Uwiringiyimana.thomsonreuters.com@reuters
.net )) 
 

Namibia 

Moody's says Namibia's credit 

challenges include rapid rise in public 

debt levels  

23-May-2017  
May 23 (Reuters) -  
Moody's says Namibia's credit profile balances 
medium-term growth prospects against rising 
public debt. 

Moody's says Namibia faces increasing external 

risks stemming from persistent current account 
deficits and relatively low international reserves. 
Moody's says Namibia's credit challenges 
include the rapid rise in its public debt levels, 
which reached 42.3% of GDP in 2016-17 from 
26.2% in 2011. 

Moody's says expects recovery in Namibian 
diamond, gold,uranium mining, as well as a 
rebound in agricultural sector to drive GDP 
growth in the coming years. 

Moody's says expects Namibia's government 
debt to continue to rise marginally and reach 
45.4% of GD in FY2018-19. 
Moody's says Namibia vulnerable to further 
tightening in domestic funding conditions if fiscal 

slippages continue, leading to substantial rise in 
debt-servicing costs. 

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

Rwanda 

Rwanda sells seven-year 10 billion 

francs T-bond  

25-May-2017  
KIGALI, May 25 (Reuters) - Rwanda sold a 

seven-year Treasury bond worth 10 billion 
Rwandan francs ($12 million) on Thursday to 
fund infrastructure projects, the central bank 

said. 

The National Bank of Rwanda said the bond had 
a final coupon and yield of 12.675 percent and a 
subscription rate of 113 percent. The bond will 

be listed on the Rwandan bourse on May 30 for 

secondary buyers.  

Rwanda will next issue a 15-year bond on 
August 21, the bank said. 
The East African nation of 11 million people uses 
treasury bonds to finance its tiny budget and 
help grow its capital market authority.  
 
($1 = 842.1500 Rwandan francs) 
(reporting by Clement Uwiringiyimana; editing by 
Katharine Houreld) 
(( katharine.houreld@thomsonreuters.com ; + 254 
796 142 176; )) 
 
 

South Africa 

South Africa's Gigaba says budget 

deficit narrowed in 2016/17  

23-May-2017  
CAPE TOWN, May 23 (Reuters) - South Africa's 

Finance Minister Malusi Gigaba told 
parliament on Tuesday the main budget 
deficit in 2016/17 narrowed to 3.8 percent of 
gross domestic product (GDP) from a previous 

estimate of 3.9 percent and would decrease 
further in coming years. 

"Over the next three years the deficit will be 
reduced to 3.3 percent, stabilising debt as a 
percentage of GDP and confirming the resilience 
of our public finances," Gigaba said in a 

televised speech.  
 
(Reporting by Wendell Roelf; Writing by Mfuneko 
Toyana; Editing by Ed Stoddard) 
(( mfuneko.toyana@thomsonreuters.com ; 
+27117753153; Reuters Messaging: 
mfuneko.toyana.thomsonreuters.com@reuters.net )) 
 
 

Parliament of South Africa - We 

Welcome the Minister’s Initiative to 

Avoid Further Downgrades 

23-May-2017  
'In the climate of tight fiscal growth, we need 
to stabilise the monitoring of state spending. 
Part of this strategy consists of the state 
procurement strategy that seeks to streamline 
procurement by the state to accrue savings,' 
said the Minister of Finance, Mr Malusi Gigaba. 

'As result of this we have seen R17bn savings 
from the re-negotiation of airline tickets, hotels 
and car hire by government personnel. And the 
re-negotiation of the procurement of health 
services, medicine, stationery and furniture. Part 
of our commitment in this financial year is to 
support the small, micro and medium-sized 

enterprises (SMMEs) to access government 
businesses. To this effect, we intend to eliminate 
barriers to make this a possibility,' he said. 
'In this financial year we will improve our 
financial planning to ensure that it is done 

against the imperatives of service delivery,' he 
said. 'Part of what the National Treasury is faced 

with is the re-configuration of apartheid spatial 
planning to hasten the prospects of inclusive 

mailto:mfuneko.toyana@thomsonreuters.com
rm://mfuneko.toyana.thomsonreuters.com@reuters.net/
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growth,' he said. 

'This will be in a form of corridors that will 

constitute the integration of township economy 
with urban economic hubs to harness resources 
to give sense of ownership to those who were 
previously disadvantaged,' he said. 
The Minister identified the South African 
Revenue Service's (Sars's) position as a major 

catalyst for growth. 'Sars is charged with the 
task of raising R1.2 trillion this financial year. I 
hope that it fulfils its mandate to maintain our 
fiscal stability, something which is a vital test of 
our sovereignty,' he said. 
'We welcome the Minister's initiative to avoid 

further downgrades,' said the Chairperson of the 
Standing Committee on Finance, Yunus Carrim. 
'We also welcome the radical economic 

transformation that seeks to bring about 
fundamental change in the structure, system, 
path and management of our economy in favour 
of the majority of South Africans,' he said. 

This is crucial for our transformation agenda 
because we need transformation in order to 
grow and to realise our transformation agenda, 
he said. 
Most of all, transformation is most needed in the 
financial sector, he said. But what is most 
troubling is the repossession of peoples' homes 

by banks even if they are on the verge of 
finishing paying their bonds, he complained. 'The 
dispossession of peoples' homes by banks, which 
they (the banks) resell at low prices is obscene 

and appalling. This has to stop. It is just wrong.' 
In addition to that, we need to break the 

stronghold of four auditing firms that dominate 
our auditing sector, he said. 'We cannot allow 
these firms to consolidate their monopoly of this 
sector. This sector needs to be transformed. And 
Minister, you must consider engaging them to do 
so,' said Mr Carrim. 
'The collapse in investments, staggering debt 
and junk status, among other things, have 

resulted in many South Africans losing hope in 

our state,' said Mr David Maynier. 'It is not an 
exaggeration that the reshuffle was a 
premeditated murder of the South African 

economy. An economy that is mismanaged 
cannot be expected to create jobs,' he said. 
'The change of personnel won't change the 

character of the National Treasury,' said Mr 
Floyd Shivambu. 'What is of critical importance 
is the transformation of our financial sector,' he 
said. 'Black people own less than 5% of the 
sector. And there's R8.9 trillion assets under 
management, 95% of which is in the hands of 
white people.' 

We need legislation that is committed to 
transform this sector, he said. 'Such legislation 
must ensure that 50% of the financial sector in 
under black control.' 
'Minister, it is upon you to prove yourself that 

you are the man of your word,' said Mr 

Mkhuleko Hlengwa. 'Who you surround yourself 
with determines who you want to be. You have 
our support if you are determined to do the right 
thing by doing whatever it takes to protect the 

public purse from any wrongdoing,' he said. 

 
By Abel Mputing 
Original document  
https://www.parliament.gov.za/news/we-welcome-
ministers-initiative-avo... 
Public permalink  
http://www.publicnow.com/view/6FBBC9734FDAC4BF
ADA5DC44D19F90D34F2ED2E3 
(C) Copyright 2017 - Parliament of South Africa 
 
 

Uganda 

IMF says infrastructure, oil to push 

Uganda growth to 6-6.5 pct  

24-May-2017  

By Elias Biryabarema 
KAMPALA, May 24 (Reuters) - Uganda's 

economy will reach growth rates of between 6 
and 6.5 percent within three to four years if 
energy and transportation infrastructure 
projects are completed and oil starts flowing, 
an International Monetary Fund official said 
on Wednesday.  

The east African country is implementing several 
mammoth projects, including hydropower 
plants, expressways, a crude oil pipeline, a 

standard gauge railway and a refinery.  
Most of these are expected to be either wholly or 
partially constructed in the next three to four 
years. The crude pipeline is due for completion 

in 2020.  
"Once all the infrastructure projects are more or 
less finalised and oil starts flowing we see 

economic growth at 6 to 6.5 percent," Clara 
Mira, IMF representative in Uganda told Reuters 
in an interview.  
"There's going to be much more activity. It's 
bottlenecks to growth being lifted." 
Uganda enjoyed vigorous growth rates of about 
seven percent in the early to mid-2000s.  

But a slowdown in foreign direct investment due 
to economic weakness in Europe and elsewhere 
and deepening instability in the region have 
blunted growth.  

Some of the regional destinations for Ugandan 
exports like South Sudan, Burundi and eastern 

Congo been plunged into unrest, disrupting 
trade routes. 
The IMF has lowered its Uganda growth rate 
forecast for the 2016/17 fiscal year that ends 
next month to between 3.5 to 4 percent, citing 
the impact of drought and slow private sector 
credit growth. 

The population is growing annually at 3.3 
percent, the World Bank said.  

Mira said possible missteps in implementing the 
projects, including delay or cost overruns, may 
prevent them from delivering the "growth 
dividend" vital to making them viable.  

In recent years Uganda ramped up borrowing, 
especially from China, to fund the projects. 
Some critics have accused the government of 

piling up too much debt, only a few years 
after benefiting from the multilateral debt 
relief initiative of the mid-2000s.  

https://www.parliament.gov.za/news/we-welcome-ministers-initiative-avoid-further-downgrades-yunus-carrim
https://www.parliament.gov.za/news/we-welcome-ministers-initiative-avoid-further-downgrades-yunus-carrim
http://www.publicnow.com/view/6FBBC9734FDAC4BFADA5DC44D19F90D34F2ED2E3
http://www.publicnow.com/view/6FBBC9734FDAC4BFADA5DC44D19F90D34F2ED2E3
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Last year a central bank official said Uganda 
could face "debt distress" in a few years if oil 

production is delayed further. 
"We are at the moment when the risks have 
increased, the risks to debt sustainability," 
Mira said.  
The IMF projects Uganda's total public debt as 
a percentage of GDP to reach 42.8 percent of 
GDP in 2022, up from 38.6 percent in 2017.  

 
(Reporting by Elias Biryabarema; editing by Katharine 
Houreld and Gareth Jones) 
((Email: elias.biryabarema@thomsonreuters.com ; Tel. 
+254 20 499 1232; Reuters Messaging: 
elias.biryabarema.thomsonreuters.com@reuters.net )) 
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China downgrade shows emerging 

market ratings stuck in reverse  

24-May-2017  
•EM ratings still falling after roughly 150 cuts 
in 3 yrs 
•South Africa, Brazil, Turkey, China still in 
firing line 

•S&P has 5:1 ratio of negative to positive 
outlooks on EM 
•Russia, India, Argentina, Indonesia in select 
group on up 

By Marc Jones 
LONDON, May 24 (Reuters) - A Moody's 

downgrade on China on Wednesday and the 
likelihood that Brazil and South Africa face 
further rating cuts in the coming months is 
highlighting how emerging market credit 

quality remains stuck in reverse. 

Since the start of 2014, Reuters analysis shows 
that the big three rating agencies - S&P Global, 
Moody's and Fitch - have racked up more than 
150 emerging market downgrades between 
them. 
That averages out a roughly one a week and 

though there have been hopes that rising global 
growth and commodity prices will ease the 
pressure, that does not seem to be occurring 

yet.  
S&P has more negative outlooks -- effectively 
downgrade warnings -- than it does positive 
ones by a score of 26 to 5, its heaviest 

downward bias ever according to its chief 
sovereign analyst. 
After 20 EM downgrades last year, Fitch has 
already cut seven countries since the start of 
this one, including Turkey, South Africa and 
Saudi Arabia, and El Salvador twice.  
Those moves have left it 13 negative outlooks 
and it thinks the worst may be past. But 
Moody's, which delivered China's first 
downgrade in 30 years on Wednesday, still 

has around 25 to resolve. 

"Just looking very simplistically at debt to GDP, 

the fact is that most countries in emerging 
markets have seen an increase," said Pictet 
portfolio manager Guido Chamorro.  
"And even with some of the green shoots we 
have seen in EM, that trend is not expected to 

reverse for several years so it is not a surprise 

that rating agencies are still downgrading."  

Political machinations and below-par economic 
growth are also playing a role. 
UBS research estimates growth in the 19 biggest 
emerging economies is running roughly 1.6 
percent above developed peers. In 2009, this 
premium was 7.5 percent. Over the same 

period, the average EM rating has fallen around 
one notch, S&P data shows. 
NEXT WAVE 
There are some shafts of light in the gloom. 
Indonesia was raised to investment grade by 
S&P last week. Russia is knocking on the door 

again, India looks to be on the up and Moody's 
says it could raise Argentina's rating again 
before the end of the year. 

Fitch has lifted double the amount of EM 
outlooks that it has lowered since January; 
Colombia, Croatia, Iraq and Sri Lanka versus El 
Salvador and Nigeria on the downside. 

"Negative outlooks peaked in late 2016 in EM 
sovereigns and are now in decline," Fitch's head 
of Sovereigns James McCormack said in a recent 
speech. 
It could be a supertanker-like turn though and 
there are plenty of political risks still bubbling for 
many heavyweights. 
Credit default swaps (CDS), which can be 
used to insure against or to bet on debt 
problems, foresee a fresh wave of 
downgrades, according to an S&P Market 
Intelligence model called the Market Derived 
Signal (MDS). 

It has been pointing to a monster five-notch 
downgrade of S&P's AA China rating for over a 
year. Any move would certainly be smaller, but 

S&P flagged in January that rising economic and 
financial risks could prompt a cut this year or 
next. 
Having already been stripped of their investment 
grade stripes, South Africa and Brazil are 
expected to be chopped again. Mexico's MDS 
also points to a two notch downgrade which 

would leave it just above 'junk' territory. 
"South Africa, Brazil and Turkey are all still 
going in the wrong direction so you can't see 

them getting back (to investment grade) any 
time soon." said Aberdeen Asset Management 
investment committee member and former S&P 

analyst, Kevin Daly. 
"But you could argue that Russia at least has a 
chance." 
 
(Reporting by Marc Jones; editing by John 
Stonestreet) 
(( marc.jones@thomsonreuters.com ; +44)(0)( 207 
542 9033; Reuters Messaging: 
marc.jones.thomsonreuters.com@reuters.net Twitter 
https://twitter.com/marcjonesrtrs)) 
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Fitch Releases Sovereign 2016 

Transition and Default Study  

23-May-2017  
NEW YORK, May 23 (Fitch) A combination of 

lower commodity prices, weak 
macroeconomic performance and consequent 
deterioration in public and external finances 

was reflected in 2016 sovereign rating 
downgrades being dominated by emerging 
markets (EM), according to a new Fitch 

Ratings report. Downgrades exceeded upgrades 
on the year by 2.1 to 1 - on par with 2015's 
margin of 2 to 1, but with an overall increase in 
actions both negative and positive. 
The share of sovereign issuers downgraded 
climbed year-over-year to 18.6% from 12.8%. 

Upgrades edged higher as well, affecting 
8.8% issuers, up from 6.4% a year earlier. 
EM sovereigns led downgrades for the year 
with 16, while EM upgrades totalled five. 
Developed market downgrades and upgrades 
totalled five each in 2016, exceeding 2015 
totals of three and two, respectively. 

Fitch recorded two sovereign Issuer Default 
Rating (IDR) defaults in 2016, the Republic of 
Congo and Mozambique. The resulting Fitch-

rated 2016 sovereign default rate was 1.8%. 
This report provides data and analysis on the 
performance of Fitch's sovereign ratings in 2016 
and over the long term, capturing the period 
1995-2016, and provides summary statistics on 
key sovereign rating trends. 

 
Media Relations: Elizabeth Fogerty, New York, Tel: +1 
(212) 908 0526, Email: 
elizabeth.fogerty@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
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