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ASIA 
 

Armenia 

Armenia dollar bonds slip after police 

detain opposition leaders  

23-Apr-2018  
LONDON, April 23 (Reuters) - Armenia's dollar 

bonds traded at their lowest in at least 10 
months on Monday after police detained three 
opposition leaders and nearly 200 protesters 
after demonstrations called on newly 
appointed Prime Minister Serzh Sarksyan to 

quit. 

The 2020 bond fell 0.13 cents to 102.185 cents, 
its lowest level since December 2016, according 
to Thomson Reuters data. The 2025 issue  
slipped 0.23 cents to a ten-month low of 
108.225 cents. 
Protesters accuse Sarksyan, 63, of clinging to 

power after parliament made him prime minister 
this month following a 10-year stint as 
president. In the biggest political crisis in a 

decade, tens of thousands of his opponents have 

marched through the capital Yerevan, blocking 
streets and staging sit-ins.  
 
(Reporting by Karin Strohecker; editing by Sujata Rao) 
(( karin.strohecker@thomsonreuters.com ; 
+442075427262; Reuters Messaging: 
karin.strohecker.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Cambodia 

Moody's keeps 'stable' rating for 

Cambodia, warns of political risks  

27-Apr-2018  
•Cambodia's credit rating reflects robust 
growth - Moody's 
•Real GDP growth likely to remain around 7 
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pct in 2018, 2019 
•Credit strengths overshadowed by 

contentious political climate in lead-up to July 
general election  

PHNOM PENH, April 27 (Reuters) - Ratings 

agency Moody's on Friday kept Cambodia's 
credit rating at B2 with a stable outlook, 
saying its robust GDP growth prospects, 
macroeconomic stability and efforts to 
strengthen government revenue helped 
bolster its "continuing high-debt 
affordability". 

Cambodia's economic growth should stay around 
7 percent this year and in 2019, supported by 
solid consumption, foreign direct investment 
(FDI) inflows and exports, the ratings agency 
said, but warned that the country was 
vulnerable to negative shocks because of the 

high dollarisation of loans and deposits. 

It added that political developments could hit 
foreign investment. 
"Cambodia's high dollarisation of loans and 
deposits leaves the sovereign credit profile 
vulnerable to negative shocks, which could stem 
from a potential sharp appreciation of the U.S. 
dollar and spikes in U.S. and domestic interest 

rates in 2018 and 2019," the ratings agency said 
on Friday. 
Moody's said strong revenue generation gives 
the government room to raise spending on 
infrastructure, education and wages and 
slightly widen fiscal deficits.  

However, the agency warned that Cambodia's 

credit strengths were overshadowed by other 

risks such as low incomes and a contentious 
political environment.  
"The narrow economic base and low incomes 
weigh on the shock absorption capacity of the 
economy. And, political developments have the 
potential to slow impetus for institutional reform 
and weigh on FDI inflows... in the lead-up to and 

after the 2018 general election." 
Cambodia is preparing for a July general election 
that veteran Prime Minister Hun Sen is widely 
expected to win, with the main opposition party 
being banned and its leaders lumbered with 
legal cases that have blocked them from politics. 

Some Western nations say the vote will not be 

free after last year's dissolution of the opposition 
Cambodia National Rescue Party (CNRP). 
Rights groups have accused the government of 
intimidating its opponents. Earlier this year, the 
United States said it would curb military support 
and other aid programmes due to "recent 

setbacks" in the country's democracy. 
 
(Reporting by Prak Chan Thul, Editing by Amy Lefevre 
and Sherry Jacob-Phillips) 
(( prak.chanthul@thomsonreuters.com ; +855 12 666 
297; Reuters Messaging: 
prak.chanthul.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

China 

China treasury bond futures open 

higher Friday  

27-Apr-2018  

BEIJING, Apr. 27 (Xinhua) -- China's five-year 

treasury bond futures opened higher on 
Friday, with the contract for settlement in 
June 2018 opening 0.04 percent higher at 
97.92 yuan (about 15.46 U.S. dollars). 

The contract for settlement in September 
opened 0.07 percent higher at 97.84 yuan. The 

contract for settlement in December 2018 had 
no trading at the opening. 
The contracts are agreements to buy or sell 
treasury bonds at a predetermined price and set 
date. They allow investors to bet on and profit 
from the movements in the value of the bonds. 

The treasury bond futures were launched at the 
Shanghai-based China Financial Futures 

Exchange and started trading on Sept. 6, 2013. 
 
Copyright (c) 2018 Xinhua News Agency 
 
 

India 

India Bonds Extend Loss As Rupee 

Weakens, U.S. Yields Jump  

25-Apr-2018  

By Neha Dubey 
NewsRise 
MUMBAI (Apr 25) -- Indian government bonds 

extended losses in afternoon session, as the 
rupee renewed its slump against the dollar, 
while the U.S. treasury yields continued to 
trend higher.  

The benchmark 7.17% bond maturing in 2028 
exchanged hands at 96.06 rupees, yielding 

7.75% at 1:10 p.m. in Mumbai against 96.52 
rupees, yielding 7.68%, at previous close.  
“The fear of U.S treasury yields touching 3% 
was there in the market from past few sessions, 
this coupled with weakness in the domestic 
currency is weighing on the prices,” a dealer 

with a state-run bank said. “Also, the market is 
struggling to absorb the fresh supply as we 
witnessed last week.” 

Indian rupee plunged against the dollar to its 
lowest in over 13 months and hit 66.77 today, 
lowest since Mar. 9, 2017, as a rally in U.S. 10-
year yield to over 3% weighed on risk appetite, 

hurting global shares. The currency, which has 
depreciated by 2.65% in the last three weeks, 
was trading at 66.73 versus 66.38 at previous 
close.  
U.S. Treasury prices continue to fall amid hopes 
of economic growth and rising inflation, which 
may lead to rate hikes by the Federal Reserve. 

The 10-year Treasury yield touched 3.01% 
earlier today, its highest since January 2014. It 
was last trading at 3.01% in Asian trade.  
The U.S. Conference Board Consumer 

Confidence Index rose to 128.7 in April, while 
March new home sales increased by a more-

than-expected 4%.  
A falling rupee and rising U.S. Treasury yields 
can lead to more foreign fund outflows. 
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Foreign investors have been net sellers of 
government bonds for seven consecutive 

sessions and have sold bonds worth 83 billion 
rupees during this period, data from National 
Securities Depository Ltd. showed.  

An auction to allocate unutilised limits for foreign 
portfolio investment in government bonds was 
undersubscribed yesterday and it saw bids for 
only 207.12 billion rupees against the 260.02 
billion rupees on offer by the National Stock 

Exchange.  
India will auction four bonds worth 120 billion 
rupees tomorrow, which includes 40 billion 
rupees of 6.68% 2031 note. The central bank 
will set underwriting fees for the auction today. 
The central bank will also auction 91-day, 182-
day and 364-day Treasury bills worth 150 billion 

rupees today.  
Meanwhile global crude oil prices remained 
elevated, and the benchmark Brent crude oil 
contract crossed the $75-per-barrel mark 
yesterday on expectations of renewed sanctions 
by the U.S. against Iran and supply cuts from 

OPEC nations. It was last trading at $73.85 per 
barrel. 
 
India imports 80% of its crude oil requirements and 
higher crude oil prices could push inflation up.  
- By Neha Dubey; neha.dubey@newsrise.org; 91-22-
61353300 
- Edited By Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

India Stocks, Rupee, Bonds, Swap, Call 

At Close  

26-Apr-2018   
By Mumbai Newsroom 
NewsRise 
MUMBAI (Apr 26) – 

- STOCKS 
The benchmark BSE Sensex ended up 0.62% 
and the broader NSE Index 0.45% higher, 
tracking gains in private banks. 

RUPEE  

The Indian rupee settled higher at 66.75/66.76 
to a dollar, against 66.90/66.91 at previous 
close, as dollar sales by exporters outweighed 

losses tracking the greenback’s overnight rally 
amid higher U.S. Treasury yields. 
GOVERNMENT BONDS  
India’s benchmark 7.17% bond maturing in 
2028 fell to 96.05 rupees, yielding 7.76%, 
against 96.16 rupees and a 7.74% yield at the 

previous close, after weak demand at an auction 
led to the devolvement of short-tenure notes on 
primary dealers for the second consecutive 
week. 
INTEREST RATE SWAPS  
India’s one-year swap rate was down one basis 

point to 6.61% from 6.62% at previous close, 

while the benchmark five-year swap rate fell to 
7.08% against 7.10% earlier. 
CALL MONEY 
India’s one-day call rate settled at 5.75%/5.80% 

against 5.80%/5.85% at previous close. 

 
- By Mumbai Newsroom; editorial@newsrise.org; 91-
22-6135 3300 
- Edited by Gourab Das 
- Send Feedback to feedback@NewsRise.org 
- Copyright (c) 2018 NewsRise Financial Research & 
Information Services Pvt Ltd 
 
 

Fitch Affirms India at 'BBB-'; Outlook 

Stable  

27-Apr-2018  
Fitch Ratings-Hong Kong-April 27: Fitch Ratings 

has affirmed India's Long-Term Foreign-
Currency Issuer Default Rating (IDR) at 'BBB-' 
with a Stable Outlook. 

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

KEY RATING DRIVERS 
India's rating balances a strong medium-term 
growth outlook and favourable external balances 
with weak fiscal finances and some lagging 
structural factors, including governance 
standards and a still-difficult, but improving, 
business environment. 
A favourable economic growth outlook 
continues to support India's credit profile, 
even though real GDP growth fell to 6.6% in 
the fiscal year ended 31 March 2018 (FY18) 
according to official preliminary estimates, 

from 7.1% in FY17. Fitch forecasts growth to 

rebound to 7.3% in FY19 and 7.5% in FY20, as a 
temporary drag will fade from the withdrawal of 
large-denomination bank notes in November 

2016 and the introduction of a Goods and 
Services Tax (GST) in July 2017. The GST is an 
important reform, however, and is likely to 
support growth in the medium term once 
teething issues dissipate. India's five-year 
average real GDP growth of 7.1% is the highest 

in the APAC region and among 'BBB' range 
peers. Growth has the potential to remain high 
for a substantial period of time, as convergence 
with more developed economies can be 
expected. Per capita GDP is the lowest among 
'BBB' range peers (3.2% of the U.S. level versus 

the 'BBB' median of 17.3%) and continued 

structural reform implementation should 
enhance productivity. India has the highest 
medium-term growth potential among the 
largest emerging markets, according to a recent 
Fitch analysis. 
The Reserve Bank of India (RBI) is building a 
solid monetary policy record, as consumer price 

inflation has been well within the target range of 
4% +/- 2% since the inception of the Monetary 
Policy Committee in October 2016. Fitch expects 
inflation to average close to 4.9% in FY19, still 
almost double the 'BBB' range median of 2.5% 
for 2018. We expect the RBI to start raising its 

policy repo rate next year from 6% currently as 
growth gains further traction. Monetary 
tightening could be brought forward if recent 
government policies push up inflation 
expectations, including the decision to increase 
minimum support prices for agricultural goods to 
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1.5 times the cost of production and increased 

customs duties on certain products, including 

electronics, textiles and auto parts. 
India's relatively strong external buffers and 
the comparatively closed nature of its 
economy make the country less vulnerable to 
external shocks than many of its peers. 
Foreign reserves equal 8.3 months of current 
external payments ('BBB' peer median: 7.0 
months), while gross and net external debt 

levels also compare well. However, net FDI 

inflows fell to USD23.7 billion in the first three 
quarters of FY18 from USD30.6 billion a year 
earlier, and, unlike in many of India's peers, are 
now insufficient to cover a widening current-
account deficit. Fitch expects the basic balance 
to widen to -1.3% of GDP in FY20 from -0.5% of 

GDP in FY18 ('BBB' peer median +1.2% of GDP). 
The government has continued to gradually open 
the economy to foreign investors, including 
allowing 100% FDI in the single-brand retail 
through the automatic route since January 2018. 
Such measures may facilitate a recovery in FDI, 
particularly if combined with further investment 

climate reforms. India rose 30 places in the 
World Bank's Ease of Doing Business ranking in 
2017 and has ample potential to improve its 
position further, as it still ranks below both the 
'BBB' and 'BB' medians. 
Weak fiscal balances, the Achilles' heel in India's 
credit profile, continue to constrain its ratings. 

General government debt amounted to 69% of 

GDP in FY18 ('BBB' median: 41% of GDP), while 
fiscal slippage of 0.3% of GDP in both FY18 and 
FY19 relative to the government's own budget 
targets of last year, implies a general 
government deficit of 7.1% of GDP ('BBB' 

median: 2.1%). The central government 

currently aims to gradually reduce its own 
fiscal deficit from 3.5% in FY18, but would 
not hit the 3.0% of GDP ceiling of the Fiscal 
Responsibility and Budget Management 
(FRBM) Act before March 2021, which is well 
beyond its current electoral term. The 
government has reasserted its longer-term 
aim of gradual fiscal consolidation with an 
amendment of the FRBM Act to set a ceiling 
for central government debt at 40% of GDP 

and general government debt at 60% of GDP, 
to be reached by March 2025. This is a 
positive step towards a more prudent fiscal 
framework, if eventually adhered to. 

The authorities are in the process of cleaning up 
the banking sector, including through the 
allocation of USD32 billion (1.2% of GDP) in 
capital injections for public-sector banks. These 
banks are likely to need additional government 

capital, however, in particular after a recent 
high-profile fraud case involving USD2.2 billion 
in Punjab National Bank. Most of the capital 
injection is likely to be absorbed by losses 
associated with NPL resolution, rather than to 

fund new lending. Fitch expects the sector-wide 

NPL ratio to rise to 11.5% of total loans by end-
FY18, up from 4.6% in FY15, due mainly to 
stricter implementation of standards. 
The Indian economy is less developed on a 

number of metrics than many of its peers. 

Governance continues to be weak, as illustrated 

by a low score for the World Bank governance 
indicator (46th percentile versus the 'BBB' 
median of 59th percentile). India's ranking on 
the United Nations Human Development Index 
(31st percentile versus the 'BBB' median of 68th 
percentile) also indicates relatively low basic 

human development. 
SOVEREIGN RATING MODEL (SRM) and 
QUALITATIVE OVERLAY (QO) 
Fitch's proprietary SRM assigns India a score 
equivalent to a rating of 'BBB-' on the Long-
Term Foreign-Currency IDR scale. Fitch's 

sovereign rating committee did not adjust the 
output from the SRM to arrive at the final Long-
Term Foreign-Currency IDR. 

Fitch's SRM is the agency's proprietary multiple 
regression rating model that employs 18 
variables based on three-year centred averages, 
including one year of forecasts, to produce a 

score equivalent to a Long-Term Foreign-
Currency IDR. Fitch's QO is a forward-looking 
qualitative framework designed to allow for 
adjustment to the SRM output to assign the final 
rating, reflecting factors within our criteria that 
are not fully quantifiable and/or not fully 
reflected in the SRM. 

RATING SENSITIVITIES 
The Stable Outlook reflects Fitch's assessment 
that upside and downside risks to the ratings are 
broadly balanced. 

The main factors that, individually or 
collectively, could trigger positive rating action 

are: 
•A reduction in general government debt over 
the medium term to a level closer to that of 
rated peers. 
•Higher sustained investment and growth rates 
without the creation of macro imbalances, such 
as from successful structural reform 

implementation. 
The main factors that could trigger negative 
rating action are: 
•A rise in the public-debt burden, which may be 
caused by stalling fiscal consolidation or greater-

than-Fitch-expected deterioration in the balance 
sheets of public-sector banks that could prompt 

large-scale sovereign financial support. 
•Loose macroeconomic policy settings that cause 
a return of persistently high inflation and 
widening current-account deficits, which would 
increase the risk of external funding stress. 
KEY ASSUMPTIONS 

•The world economy performs broadly in line 
with Fitch's latest Global Economic Outlook, 
published in March 2018. 
•Economic activity will not be seriously disrupted 
by materialising political risk or social unrest. 
The full list of rating actions is as follows: 
Long-Term Foreign-Currency IDR affirmed at 

'BBB-'; Outlook Stable 
Long-Term Local-Currency IDR affirmed at 'BBB-
'; Outlook Stable 
Short-Term Foreign-Currency IDR affirmed at 
'F3' 
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Short-Term Local-Currency IDR affirmed at 'F3' 

Country Ceiling affirmed at 'BBB-' 

 
Media Relations: Bindu Menon, Mumbai, Tel: +91 22 
4000 1727, Email: bindu.menon@fitchratings.com; 
Wai-Lun Wan, Hong Kong, Tel: +852 2263 9935, 
Email: wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

India govt unfazed by weak bond 

auction, cash position comfortable  

27-Apr-2018  
NEW DELHI, April 27 (Reuters) - The 

government has a comfortable cash position 
to tide over any short-term challenges that its 
market borrowing programme encounters, a 
senior finance ministry official said on Friday, 
after weak demand seen at a weekly bond 

auction the previous day. 

"Our April cash position is quite comfortable with 
better-than-expected GST tax collections," the 
official said, adding that the weak demand seen 
at auctions was not a worry. 
The government's revenue collection from goods 
and services tax (GST) from August to March 

was at 7.19 trillion rupees, it said on Friday.  
At Thursday's auction of a 7.37 percent 2023 
bond, the Reserve Bank of India was only able 
to sell about 430 million rupees out of the 30 
billion on offer into the market, with the 

remainder having to be bought by primary 
dealers. 

The government has been trying to boost bond 
market sentiment by cutting the size of its April-
September borrowing requirement, but 
conflicting signals from the RBI has turned 
investors away. 
 
(Reporting by Manoj Kumar; Editing by Simon 

Cameron-Moore) 
(( suvashree.dchoudhury@thomsonreuters.com ; +91-
22-61807223; Reuters Messaging: 
suvashree.dchoudhury.thomsonreuters.com@reuters.n
et )) 
(c) Copyright Thomson Reuters 2018 
 
 

Indonesia 

Indonesia central bank intervenes with 

'sizeable amount' to defend rupiah  

24-Apr-2018  
•Rupiah touches 2-year low on Tuesday, bond 
yield jumps 
•Central bank to continue to intervene, 
governor says 
•FX reserves down $6 bln at end-March from 
end-Jan, partly due to intervention 

By Gayatri Suroyo and Fransiska Nangoy 

JAKARTA, April 24 (Reuters) - Indonesia's 

central bank has been buying sovereign bonds 
and selling foreign currency in "quite a 
sizeable amount" to halt the rupiah's 
depreciation since last week and will continue 
to stabilise the currency, its governor said on 

Tuesday. 

Governor Agus Martowardojo said in a statement 

Bank Indonesia's (BI) intervention had made the 

currency more stable this week, following a 0.7 
percent fall against the dollar on Friday. 
On Tuesday, the rupiah touched a new two-year 
low of 13,899 a dollar, though volatility in the 
currency has subsided. 

"BI will continue to be present in the market to 
maintain the rupiah's stability to reflect its 
fundamentals," the governor said, adding that 
the rupiah's swings so far this year have been 
smaller than those of the Brazilian real, Indian 
rupee and Philippine peso. 
BI's holdings of sovereign bonds increased by 

7.12 trillion rupiah ($512.78 million) in two 
trading days to Monday, while foreigners sold a 

net 3.18 trillion rupiah in the sovereign bond 
market, according to Indonesia's finance 
ministry. 
The yield on the benchmark 10-year sovereign 
bond jumped to 6.887 percent on Tuesday from 

6.683 percent at the opening of Friday's session. 
Foreigners sold a combined 1.9 trillion rupiah of 
Indonesian company stocks from Friday to 
Tuesday. 
In a sign of cautious investor sentiment, the 
finance ministry said it had raised 6.15 trillion 

rupiah in a bond auction on Tuesday, less than 
half its indicative target of 17 trillion rupiah and 
the smallest amount of its biweekly auctions so 
far this year. 
Indonesia's foreign exchange reserves were 
$126 billion at the end of March, $6 billion 
lower than the January level. BI has 
previously said it used the reserves partly for 
currency intervention, but has never revealed 

details. 

The March reserves level was equal to 7.9 
months of imports, far above the international 
adequacy standard of three months, BI said.  
BI is under pressure to keep the rupiah stable 
with some economists and market players 
pointing to the need to raise its benchmark 

interest rate. 
Kartika Wirjoatmodjo, chief executive of 
Indonesia's second-biggest bank by assets Bank 

Mandiri, said BI's policy rate will have to follow 
that of the U.S. Federal Reserve in the next one 
to three months to respond to the weakening 
rupiah. 

"If BI's policy direction shows an alignment with 
the Fed's rates in the second quarter, the 
dollar's exchange rate could be in a range of 
13,700-13,900 rupiah by the end of the year," 
he told reporters. 
BI kept its key interest rate on hold in a policy 

meeting last week, but put out a statement that 
several economists thought was more hawkish. 
In his Tuesday statement, Governor 
Martowardojo said a number of global 

developments could continue to trigger capital 
outflows from Indonesia's bond and stock 
markets, including rising interest rates in the 

U.S., a possible trade war between U.S. and 
China and higher oil prices.  
Domestically, rising foreign currency demand 
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from companies to pay for imports and foreign 

debt could also pressure the rupiah, he said. 

 
($1 = 13,885.0000 rupiah) 
(Additional reporting by Nilufar Rizki and Cindy 
Silviana; Editing by Sam Holmes and Jacqueline Wong) 
(( gayatri.suroyo@thomsonreuters.com ; 
+622129927609; Reuters Messaging: 
gayatri.suroyo.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Pakistan 

Pakistan projects a 5.8 percent 

economic growth rate  

26-Apr-2018  
By Asif Shahzad 

ISLAMABAD, April 26 (Reuters) - Pakistan's 

economy will grow 5.8 percent this fiscal 
year, the fastest pace in 13 years, the 
country's de facto finance minister, Miftah 
Ismail, said on Thursday, a day before he 
announces the 2018/2019 budget.  

Pakistan's economy has seen growth accelerate 
in recent years but it has not been without 
problems. The World Bank and the International 

Monetary Fund have warned that the country's 
macro-economic picture has been deteriorating 
as its current account deficit widens.  
Pakistan's foreign reserves have also been 
dwindling amid a consumer boom and a spike 
in imports, including machinery for Chinese 
projects that form part of the Belt and Road 
initiative.  

Ismail, speaking to reporters alongside 

Pakistan's Planning Commission Minister Ahsan 
Iqbal at the launch of the Economic Survey of 
Pakistan, said growth for 2016/2017 (July-June) 
has been revised to 5.4 percent from 5.28 
percent. 
He said the country's economic outlook is in a 
strong position, adding that agriculture, industry 

and services grew 3.81 percent, 5.80 percent 
and 6.43 percent, respectively.  
"This year the growth we have achieved is 5.79 

per cent," Ismail said. Average inflation of the 
current fiscal year has been contained at 3.78 
percent, he said, compared with 4.01 percent in 

the same period last year. "When we came in 
2013, the inflation was 7.9 percent," he said. 
The government has in recent months devalued 
the rupee, imposed tariffs on imported goods 
and sought to boost exports to reduce growing 
balance of payments pressures.  
Ismail said that he supported devaluing the 

rupee against the dollar twice in recent months 
to arrest the current account deficit, which had 
also put pressure on country's foreign reserves.  
A decline in exports in the last two to three 
years - the main reason for the current 
account deficit - and disappointing foreign 
inflows and slow global growth in 
international trade flows remained the risks 
and challenges on domestic and external 

front, the economic survey highlighted.  

However, it said, the declining trend has started 

to fade out. The current fiscal year has seen a 

continued rise in exports with a 12.0 percent 

growth. Imports have slowed to 16.6 percent 
compared with 48 percent at the start of the 
year.  
 
(Writing by Asif Shahzad, editing by Larry King) 
(( asif.shahzad@thomsonreuters.com ; 
+923018463683; )) 
(c) Copyright Thomson Reuters 2018 
 
 

Philippines 

Philippines posts $3.11 bln budget 

shortfall in first quarter  

23-Apr-2018  
MANILA, April 23 (Reuters) - The Philippines 

posted a budget deficit of 162.2 billion pesos 
($3.11 billion) in the first quarter, wider than 
last year because of robust government 
spending, the country's finance minister said 
on Monday. 

The budget shortfall widened on the back of 
higher-than-targeted expenditure, Finance 

Secretary Carlos Dominguez told reporters. Tax 
agencies exceeded revenue targets, he added. 
Based on first quarter data, the government had 
a budget deficit of 110.7 billion pesos in March, 
Reuters calculations showed, wider than the 
61.7 billion pesos in February and 61.5 billion 

pesos in the same period last year. 
Government spending is a key plank in the 
Southeast Asian nation's economy. 
Growth in the first quarter gross domestic 
product (GDP) is expected "to skirt around 7 
percent," faster than the 6.5 percent in the 
fourth quarter, Economic Planning Secretary 

Ernesto Pernia said. 
Official March budget balance data will be 
released on Monday, the Bureau of Treasury 
said, while GDP figures will be released on May 
10.  
 
($1 = 52.1370 Philippine pesos) 

(Reporting by Neil Jerome Morales and Karen Lema; 
Editing by Gopakumar Warrier) 
(( neiljerome.morales@thomsonreuters.com ; +632 
8418914; Reuters Messaging: 
neiljerome.morales.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

S&P Revises Philippines' Outlook To 

Positive; Ratings Affirmed  

26-Apr-2018  

April 26 (Reuters) - S&P Global Ratings: 

S&P maintains Philippines's sovereign credit 
rating at BBB; raises outlook to positive from 
stable. 

S&P says Philippines has a strong external 
position, improving policymaking in recent years 
contributed to sustainable public finances, solid 

economic growth. 
S&P says Philippines' outlook reflects view that 
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improvements to policymaking settings could 

support more sustainable public finances, 

balanced growth in next 24 months. 
S&P says may raise Philippines' ratings if 
government's fiscal reform program leads to 
further achievements over course of the next 24 
months. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Saudi Arabia 

Saudi finance ministry sells 5 bln riyals 

of domestic sukuk  

23-Apr-2018  
RIYADH, April 23 (Reuters) - Saudi Arabia's 

government sold 5.0 billion riyals ($1.33 
billion) of domestic sukuk in its sixth monthly 
offer of domestic sukuk, the Ministry of 
Finance said on Monday. 

The ministry sold 3.8 billion riyals of five-year 
sukuk, 750 million riyals of seven-year and 450 
million riyals of 10-year. 
Last month, the ministry sold 4.9 billion riyals of 
domestic sukuk. 
 
(Reporting by Marwa Rashad; Editing by James 
Dalgleish) 
(( marwa.rashad@thomsonreuters.com ; 
+966114632603 ; Reuters Messaging: 
marwa.rashad.thomsonreuters.com@reuters.net )) 

(c) Copyright Thomson Reuters 2018. 
 
 

Sri Lanka 

Fitch: Sri Lanka Political Unrest Tests 

Reform Momentum  

26-Apr-2018  
Fitch Ratings-Hong Kong-April 26: Recent 

political developments in Sri Lanka have 
created some uncertainty over reform 
momentum and fiscal consolidation, and 
prolonged upheaval could undermine investor 
confidence ahead of large external debt 
maturities in 2019-22, says Fitch Ratings. 

That said, the unrest has had limited 
economic impact so far, and Sri Lanka's 'B+' 
sovereign rating already factors in a degree of 
political risk. 

The ruling coalition suffered heavy losses in local 
elections in February, pointing to waning support 
amid signs of friction within the ruling coalition. 
The prime minister survived a vote of no 

confidence in early April, before parliament was 
effectively suspended until 8 May upon the 
resignation of coalition ministers. The coalition 
leadership is now discussing a cabinet reshuffle. 

The government has shown strong commitment 
to the IMF programme that began in June 2016. 
The IMF announced on 20 April it had reached 

staff level agreement on the 4th review of the 
Extended Fund Facility (EFF), subject to approval 

of the automatic fuel pricing mechanism. We 

noted an improving policy framework that 

supported macroeconomic stability when we 
affirmed Sri Lanka's rating with a Stable Outlook 
in February 2018. Structural fiscal reforms, such 
as a VAT hike, have pushed up the revenue-to-
GDP ratio and narrowed the fiscal deficit in 
recent years. An Inland Revenue Act in 2017 

implemented from 1 April 2018 is likely to 
increase revenue further. 
This progress may still continue if recent 
political problems can be resolved and the 
government keeps in place an economic team 

that prioritises reform and stability. Some 
positive efforts have continued even amid the 
upheaval. For example, in March 2018 an Active 

Liability Management Act was passed and the 

cabinet approved amendments to the Monetary 
Law Act (MLA), which facilitate flexible inflation 
targeting. 
The risk of political instability disrupting policy 
continuity might be mitigated by the election 

schedule. The presidential election is not due 
until end-2019, and parliamentary elections will 
follow. Early elections would require approval 
from a two-thirds majority of parliament and the 
president. The current administration is 
therefore likely to remain in power for at least 
another 18 months. 

However, policy implementation looks likely to 
become slower and more challenging. Reform 
distractions and pressure for more populist 

policies might also rise as Sri Lanka enters an 
election cycle. Fuel and electricity price reforms 
to create automatic adjustment mechanisms 
were an IMF structural benchmark to be 

completed by end-2016. Approval of the fuel 
price reform is a requirement of the completion 
of the IMF's next review, and further delay in 
implementation could raise risks to the fiscal 
outlook. 
Large upcoming debt maturities and low 
reserve coverage make Sri Lanka vulnerable 

to shifts in global investor confidence, which 
could be affected by an extended period of 
political unrest or signs of waning 
commitment to the IMF programme. 

Gross external debt was equivalent to 59% of 
GDP in 2017, and a quarter of this 
•around USD15 billion - is due to be repaid in 
2019-22. The Active Liability Management Act 
may allow the authorities to smooth debt 

repayments, while foreign reserves were 
bolstered by a sovereign bond issuance of 
USD2.5 billion in April. However, reserves stood 
at just USD7.3 billion in March 2018 and Sri 
Lanka's international liquidity ratio of 69% is 
well below the 147% median for sovereigns 

rated at 'B' or below. A high proportion of public 
debt is denominated in foreign currency, which 
could weaken repayment ability should there be 

sustained rupee depreciation. The rupee has 
weakened by 2.4% against the US dollar so far 
in 2018. 
 
Media Relations: Leslie Tan, Singapore, Tel: +65 67 96 
7234, Email: leslie.tan@fitchratings.com; Wai-Lun 
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Wan, Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
The original article can be accessed at 
www.fitchratings.com.  
 
 

Sri Lanka central bank says ready to 

intervene, no reason for weak rupee  

26-Apr-2018  
By Shihar Aneez 

COLOMBO, April 26 (Reuters) - Sri Lanka's 

central bank said on Thursday that it would 
intervene to support the rupee when 
necessary and that there was no reason for 
the rupee to be under pressure given the 
country's record foreign currency reserves. 

The rupee slipped to an all-time low of 157.75 

per dollar on Thursday, dropping for a fourth 

straight session due to persistent importer 
demand for dollars.  
The local currency has fallen 0.9 percent against 
the dollar this week, 1.4 percent this month and 
2.7 percent so far this year compared with a 2.5 
percent fall in all of 2017. 
Central Bank chief Indrajit Coomaraswamy said 

the market had managed the rupee well for the 
last 18 months without central bank dollar sales 
- "except for the last four days".  
"If there is a misalignment in the trend in the 
market and the fundamentals, then the central 
bank will intervene. If we want to intervene, we 
will intervene." 

Deputy central bank governor Nandalal 
Weerasinghe told reporters that the bank 
wanted to let the market set exchange rates 
where possible but that those rates should 
reflect economic fundamentals. 
"If the market does not settle for a certain 

level... any time we can bring the exchange rate 
any value we would like," he said. 
"This is not a situation to panic. This is a 
situation (where) we would like the market to 
adjust in line with macroeconomic 
fundamentals." 
The central bank has been buying dollars from 

the market to boost its reserves in line with a 

$1.5 billion International Monetary Fund (IMF) 
loan deal. 
"We feel there is absolutely no reason why 
there should be volatility in the exchange rate 
because the current reserves are at a record 
$10 billion. There is absolutely no reason for 
the rupee to be under pressure," 
Coomaraswamy later told Reuters.  

"With our reserves and expected capital 
inflows... I wouldn't be surprised if the currency 
appreciates. I think we have overshot," he told 
reporters in Colombo separately after releasing 
the central bank's annual report for last year.  
The central bank has improved the quality of the 
reserves by converting some short term loans to 

long term ones, he said. 
Currency dealers say they expect the rupee to 
gradually weaken and face higher volatility this 
year due to debt repayments by the 
government. 
The government must repay an estimated 1.97 

trillion rupees ($13 billion) in 2018 - a record 

high - including $2.9 billion of foreign loans and 

a total of $5.36 billion in interest. 
The government has enacted a new law to 
borrow more than has been approved by 
parliament under a Liability Management Act 
passed in parliament recently. 
 
(Reporting by Shihar Aneez Editing by Hugh Lawson) 
(( shihar.aneez@thomsonreuters.com ; +94-11-232-
5540; Reuters Messaging: 
shihar.aneez.thomsonreuters.com@reuters.net twitter: 
https://twitter.com/shiharaneez) ) 
(c) Copyright Thomson Reuters 2018 
 
 

Thailand 

Thai Central bank to increase bond 

supply at auctions, says not policy 

move  

27-Apr-2018  
•To add weekly supply of 3 and 6-mth bonds 
by 5 bln baht each 

•Central bank has kept policy rate unchanged 
since April 2015 

BANGKOK, April 27 (Reuters) - Thailand's 

central bank said it would increase its weekly 
supply of three- and six-month bonds at 
auctions in May after previous cuts, but added 
that the move did not reflect a view on 
monetary policy. 

Changes in global financial conditions and 
heightened global volatility have reduced foreign 

investors' interest in short-term Thai bonds, 
Assistant Governor Vachira Arromdee said in a 
statement. 
The bank will increase the weekly supply of 
three-and six-month bonds by 5 billion baht 
($158.23 million) to 35 billion baht for each 

tenor, starting from May 15, data on its website 
showed. 
In April 2017, the central bank started cutting 
the weekly supply of such bonds by 10 billion 
baht to 30 billion baht for each tenor in a bid to 
ease upward pressure on the baht. 

But the baht has depreciated over the past two 

weeks as rising U.S. bond yields prompted 
capital outflows from many emerging markets. It 
was trading at 31.62 per dollar at 0723 GMT, its 
lowest level in more than two months. 
The BOT has left its policy interest rate 
unchanged at 1.50 percent, near record lows, 
since April 2015. 

It will next review policy on May 16. Most 
analysts expect no policy change throughout 
2018, though some predict a hike in the second 
half of the year. 
 
($1 = 31.60 baht) 
(Reporting by Orathai Sriring Editing by Kim Coghill) 
(( orathai.sriring@tr.com ; +662 6489729; Reuters 
Messaging: 
orathai.sriring.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018 
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Vietnam 

Vietnam government plans overseas 

borrowings of $4.7 bln this year  

23-Apr-2018  
HANOI, April 23 (Reuters) - Vietnam plans to 

borrow 108.03 trillion dong ($4.74 billion) 
from foreign sources this year, a statement 
posted on a government website said on 
Monday. 
The money, along with 275.97 trillion dong the 
government seeks to borrow from domestic 

sources this year, will be used to repay 
government debts and compensate for 
Vietnam's budget deficit, the statement said. 

Vietnam has incurred a persistent budget deficit 
because the country's budget spending often 
outweighs revenue as it funds grand 
infrastructure projects to support an economic 

growth that is among the highest in Asia. 
The statement, which cited a decision signed 
over the weekend by Prime Minister Nguyen 
Xuan Phuc, did not name any potential foreign 
lenders or provide comparative figures. 
It said the government plans to make debt 
repayments totalling 256.77 trillion dong this 

year. 
Last year's state budget was estimated at 115.5 
trillion dong, compared with an estimated deficit 

of 192.2 trillion dong a year earlier, according to 
government data. 
The government will provide guarantees for local 

companies to take foreign commercial loans of 
up to $700 million, it said, adding that the 
government also sets a limit that domestic 
companies and banks can borrow from foreign 
lenders this year at $5 billion.  
 
($1 = 22,769 dong) 
(Reporting by Khanh Vu;  Editing by James Pearson 
and Vyas Mohan) 

(( khanh.vu@thomsonreuters.com ; +84 24 
38259623; Reuters Messaging: 
khanh.vu.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 

EUROPE 

 

Bosnia 

Bosnia's Banja Luka raises 3.2 mln 

euro in 7-yr bond issue to finance 

investment  

23-Apr-2018  
BANJA LUKA (Bosnia and Herzegovina), April 23 

(SeeNews) – The Bosnian city of Banja Luka 
said on Monday it has raised 6.24 million 
marka ($3.9 million/3.2 million euro) via the 
sale of seven-year bonds for the purpose of 
financing five capital investment projects. 

The city sold 60,000 bonds at 104 marka apiece, 

above the 100 marka asking price, with an 

effective interest rate of 3.39%, it said in a filing 

with the Banja Luka Stock Exchange. 

The nominal interest rate is set at 4.5%, with 
coupon payments due semiannually. 
Subscription and payment for the bonds took 
place on the Banja Luka Stock Exchange starting 
on April 11, and lasted for eight days. 
The capital investment projects include the 

construction of a new bridge over the river 
Vrbas, road reconstruction and construction 
works, the reconstruction of a sports hall, and 
the continuation of a water supply project, the 
city said earlier. 
Banja Luka is the largest city in the Serb 

Republic, one of the two entities that form 
Bosnia and Herzegovina. The other is the 
Federation. 

 
(1 euro=1.95583 marka) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Bulgaria 

Bulgaria will be next euro zone 

member, but should not rush-EU's 

Moscovici  

27-Apr-2018  
SOFIA, April 27 (Reuters) - Bulgaria will 

become the euro zone's 20th member, but it 
should not rush through the process, 
European Commissioner for Economic and 
Financial Affairs Pierre Moscovici said on 
Friday. 

The Balkan country, which currently holds the 

EU presidency is pushing to adopt the single 
currency and its Prime Minister said he sees the 
country into the two year obligatory precursor to 
the euro zone, the ERM-2, within a year. 
Arriving for an informal meeting of EU finance 
ministers in Sofia, Moscovici said the Balkan 
country should stay "cold blooded" and work on 

the accession criteria. 
"Bulgaria will be the next member of the euro 
zone, no doubt about that," he told reporters.  
"But we need to prepare that with method 
and care and we do not need to rush, because 
if we rush we create accession to the euro 
that is not perfect," he said. 

Moscovici said that Bulgaria, the EU's poorest 
member, should work to make it economy more 

like those of the richer Western countries, 
stressing that joining the euro should be "an 
asset and not a shock". 
Bulgaria, which has pegged its lev currency to 
the euro, meets the formal criteria to adopt the 
single currency, leading prudent fiscal policies 
and keeping inflation at bay.  

But its gross domestic product per capita, when 
calculated under power purchasing parity, is at 

49 percent of the EU average, well below euro 
zone member states and many blame that level 
on corruption that scares away investors.  
 
(Reporting by Tsvetelia Tsolova) 

(( tsvetelia.tsolova@thomsonreuters.com ; +359-2-
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93-99-731; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia 

Croatia sells T-bills below target, yield 

unchanged  

24-Apr-2018  
ZAGREB, April 24 (Reuters) - Croatia sold 681 

million kuna ($112.21 million) worth of one-
year treasury bills on Tuesday, with the yield 
flat at 0.09 percent for the eighth consecutive 
auction, Finance Ministry data showed. 

Demand at the first auction in four weeks was 
lower than the ministry's target despite strong 

liquidity, amid persistently low yield for 
investors. The target was set at 900 million kuna 
and the banks bought almost 60 percent of the 
paper. 
The ministry occasionally also auctions bills with 
3-month and 6-month maturities as well as 

those denominated in euros. 
After the auction, Croatia's overall short-term 
debt in the local currency fell to 19.35 billion 
kuna from 19.54 billion kuna. 
 
($1 = 6.0692 kuna) 
(Reporting by Igor Ilic  Editing by Matthew Mpoke 
Bigg)  
((igor.ilic@thomsonreuters.com; +385 1 4899 970; 
mobile +385 98334 053;)) 
 
 

Croatia govt outlines plans to cut debt, 

improve investment environment  

26-Apr-2018  
ZAGREB, April 26 (Reuters) - Croatia aims to 

reduce its public debt to 66 percent of 

economic output by the end of 2021, from 78 
percent now, by cutting taxes and business 
costs, digitalising public services and merging 
courts, the government said on Thursday. 

The plans were outlined in an annual document 
on economic reforms that Croatia must submit 

to the European Commission by the end of April. 
They are partly aimed at making the country a 

more attractive place to invest. 
"Strengthening the competitiveness of our 
economy, a better link between education and 
labour market needs and the sustainability of 
public finances are three pillars of our efforts," 
Prime Minister Andrej Plenkovic told a cabinet 
session. 

The debt-reduction plan is a key element in 
Croatia's effort to prepare for adoption of the 
euro. Public debt has been falling for the last 
three years, from more than 85 percent of gross 
domestic product. 
"Our goal is to reduce the public debt by three 

percentage points a year," Finance Minister 

Zdravko Maric said. 
Croatia has often been criticised by analysts and 
investors for the sluggishness of reforms to its 
investment environment, burdened by red tape, 

high taxes and a slow judiciary. 

"We will finalise preparations for the next round 

of tax cuts by this summer to make them 
possible from the beginning of 2019," Maric said 
without elaborating. A set of tax reductions in 
2017 were largely focused on profit and income 
taxes. 
"I'm afraid these are reforms of rather low 

intensity with pretty moderate ambitions, which 
is visible in projected growth rates," said Damir 
Novotny, an economic analyst. 
He called it a "politically motivated plan due to a 
rather thin parliamentary majority". The ruling 
coalition of conservatives and liberals has the 

support of 77 deputies in the 151-seat 
parliament. 
The government is forecasting economic 
growth of 2.8 percent this year, the same as 
last, and a general budget deficit of 0.5 
percent of GDP. 
The deficit is projected to come to 0.4 percent 
of GDP next year, be balanced in 2020 and 
climb to a surplus of 0.5 percent the year after 
that. Growth is seen at 2.7 percent in 2019 
and 2.5 percent in 2020 and 2021. 

"Our neighbours and other European Union 
members in central and southeastern Europe are 
eyeing higher growth rates than Croatia," 
Novotny said. 
 
(Reporting by Igor Ilic; Editing by Andrew Roche) 
(( igor.ilic@thomsonreuters.com ; +385 1 4899 970; 
mobile +385 98 334 053; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Croatia to sell 400 mln kuna (53.9 mln 

euro) of 1-yr T-bills on May 2  

26-Apr-2018  
ZAGREB (Croatia), April 26 (SeeNews) - 
Croatia's finance ministry said on Thursday it 
will offer 400 million kuna ($65.7 million/53.9 
million euro) of one-year Treasury bills at an 
auction on May 2. 

The Treasury bills will mature on May 2, 2019, 
according to a tender notice posted on the 
website of the finance ministry. 

At the last auction of one-year government 
securities held on April 24, the finance ministry 

raised 681 million kuna, less than planned, at a 
yield of 0.09%. 
 
(1 euro=7.42044 kuna) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Czech Republic 

Moody's changes outlook on Czech 

sub-sovereigns to positive  

25-Apr-2018  
April 24 (Reuters) - Moody's- 
Moody's changes outlook on Czech sub-
sovereigns to positive; affirms all ratings. 

Changed to positive from stable outlooks on 
ratings of 9 Czech regional and local 
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governments (RLGS) and one government-

related issuer (GRI). 

Outlook change to positive of cities directly 
follows decrease in systemic risk following 
change to positive outlook for Czech Republic. 
 
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
 
 

Hungary 

Hungary central bank says to continue 

mortgage bond purchases  

24-Apr-2018  
BUDAPEST, April 24 (Reuters) - Hungary's 

central bank will seek to maintain loose 
monetary conditions across the yield curve 
and will continue mortgage bond purchases 
and its monetary policy interest rate swap 
facility programme, it said on Tuesday. 

"The Council considers the Bank's mortgage 
bond purchase programme to be successful. 

Under the programme, the NBH purchased 
mortgage bonds with a nominal value of some 
HUF 150 billion up to the middle of April," it said 
in a statement. 
"As a result of the measures, spreads of 
mortgage bonds over yields in the government 
securities market fell sharply and turned 

negative on average," it said. 

 
(Reporting by Gergely Szakacs and Krisztina Than) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Hungary central bank offers 50 bln 

forints worth of IRS at tender  

26-Apr-2018  
BUDAPEST, April 26 (Reuters) - Hungary's 

central bank has offered a total of 50 billion 
forints ($194.62 million) worth of fixed-rate 
5-year and 10-year interest rate swaps to 
banks on Thursday, the bank said on its 

Reuters page. 
The bank offered 10 billion forints of 5-year 
interest rate swaps at 0.46 percent, and 40 
billion forints worth of 10-year IRS at 1.17 
percent. Results will be announced at 1230 GMT. 
The amounts and rates are unchanged from a 
tender held two weeks ago. The swaps are part 

of the bank's monetary policy tools announced in 
November. 
 
($1 = 256.9100 forints) 
(Reporting by Sandor Peto) 
(( gergely.szakacs@tr.com Twitter: 
https://twitter.com/szakacsg ; +36 1 327 4748; 
Reuters Messaging: 
gergely.szakacs.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 

 

Macedonia 

Macedonia issues 30-year bonds for 

first time  

25-Apr-2018  
SKOPJE, April 25 (Xinhua) -- The Macedonian 

Ministry of Finance announced Tuesday the 
introduction of 30-year state treasury bonds 
for the first time. 

The country sold 19.5 million euro (around 24 
million U.S. dollars) bonds at an interest rate of 
4.85 percent. 

This is a signal for investor confidence in the 
Macedonian economy, the Finance Ministry said, 
revealing that investor demand is twice what the 

country has issued. 
Investors are private pension companies and 
insurance companies, the ministry added. 

"Macedonia's economy is back on track as the 
economic indicators point out. This is an 
indication that the Macedonian economy is now 
aiming for a higher level," Finance Minister 
Dragan Tevdovski said. 
In March 2012, 92 percent of issued state 
treasury bonds in Macedonia were short-term, 

whereas 8 percent were long-term. In March 
2018, the ratio was 40 percent short-term bonds 
versus 60 percent in the long run. 
 
Copyright (c) 2018 Xinhua News Agency 
 
 

Romania 

Romania aims to sell 3.835 bln lei of 

debt in May  

27-Apr-2018  

BUCHAREST, April 27 (Reuters) - Romanian 

debt managers aim to sell leu currency bills 
and bonds worth 3.835 billion lei ($994.06 
million) in May, including 435 million lei at 
non-competitive rounds of auctions, the 
finance ministry said on Friday. 

So far this year, the ministry has sold roughly 13 
billion lei and 252 million euros of local debt, 
and tapped 2.0 billion euros from foreign 

markets in 2028 and 2030 Eurobonds. 
In May, the ministry has scheduled six bond 
tenders, with residual maturities ranging from 
2.4 to 13.3 years, and one auction worth 500 
million lei for one-year treasury bills. 
 
($1 = 3.8579 lei) 
(Reporting by Radu Marinas) 

(( radu.marinas@thomsonreuters.com ; +40 21 305 
5266; Reuters Messaging: 
radu.marinas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Russia 

Russia Fin Min to offer 30 bln roubles 
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of OFZ bonds on Weds  

24-Apr-2018  

MOSCOW, April 24 (Reuters) - Russia's Finance 

Ministry said on Tuesday it would offer 30 
billion roubles ($486.9 million) worth of OFZ 
treasury bonds at two auctions on 
Wednesday. 
The ministry said it would offer 15 billion roubles 
of OFZs maturing in 2024 and 15 billion roubles 

of OFZs maturing in 2028. 
After Wednesday, OFZ auctions will be put on 
hold for three weeks, the ministry said, due to 
upcoming public holidays in Russia.  
 
($1 = 61.6125 roubles) 
(Reporting by Jack Stubbs; Editing by Vladimir 
Soldatkin) 
(( jack.stubbs@thomsonreuters.com ; +7 495 775 12 
42; Reuters Messaging: 
jack.stubbs.thomsonreuters.com@thomsonreuters.net 

)) 
 
 

Serbia 

Investors’ interest in Serbian govt 

papers to stay strong in mid-run  

23-Apr-2018  
BELGRADE (Serbia), April 23 (SeeNews) - Erste 

Group expects foreign investors’ interest in 
Serbian government paper issues to remain 
strong in the mid-run, as yields will stay 
attractive, the Austria-based banking group 
said. 

The lower, but still attractive yields on domestic 

and international papers, accompanied by stable 
inflation, a more favourable fiscal performance 
and positive tones from rating agencies are 
supportive for the overall demand for Serbian 
Treasury bonds, Erste said in a quarterly bond 
market report on the countries in Central and 

Eastern Europe (CEE) published last week. 
The Serbian debt agency is expected to keep a 
similar issuance pattern and continue with all 
activities aimed at the development of the 
longer end of the benchmark yield curve, 

Erste said. "The most interesting story will be 
the financing of the $1 billion (818 million euro) 
Eurobond maturing in the fourth quarter of 
2018, as it is still not clear whether the 

government will try to take advantage of the 
favorable conditions and tap the international 
markets or stick to the current strategy of 
lowering the external part of public debt." 
Eurobond issuance is planned in the 2018 
budget again, but experience in the last few 

years shows that Serbia usually skips the 
issuance, despite the adopted financing plan, 
Erste said. 
The Serbian yield of local currency bonds 
maturing in 2023 is expected to move towards 

4.5% during the year, with upside pressure 
coming from benchmark yield developments, 

while spreads should remain relatively 
unchanged, the bank noted. "We expect to 
switch our forecasts for the benchmark yield to 

the newly introduced ten-year dinar-

denominated bond as of our next bond report." 

After the Serbian central bank, the NBS, 
surprised the markets by cutting the key rate to 
3.00% in April, Erste expects the monetary 
policy tone to remain unchanged during the 
year, as the currently lower inflation rates are 
mostly a result of a high base effect and not a 

lack of demand. Therefore, additional support for 
yield developments from the monetary policy 
side is not foreseen. Inflation is expected to 
gradually accelerate in the second half of the 
year, when the base effect starts to fade out. 
NBS said earlier this month it decided to cut its 

key repo rate to 3.00% from 3.25%, based on 
projections of slowing inflation in the coming 
period. The inflation rate is expected to stay at 

the current level for the coming months, but to 
gradually approach the middle of the 1.5%-
4.5% target band in the next two years, NBS 
said. 

 
($ = 0.817718 euro) 
Copyright 2018 SeeNews. All rights reserved. 
 
 

Slovakia 

Slovakia eases 2019 deficit target, still 

plans balanced budget in 2020  

25-Apr-2018  

BRATISLAVA, April 25 (Reuters) - The Slovak 

government approved a fiscal outlook on 
Wednesday relaxing its deficit target for 2019 
but the government still aims to balance the 

budget by 2020. 

The government will target a 0.3 percent gap in 
2019, wider than an original aim of 0.1 percent, 
the government said in the fiscal framework 
released on its website showed. 
Slovakia, a euro zone member, is still aiming to 
balance the budget in 2020, counting on 

accelerating growth that will continue to outpace 
the European Union's monetary union.  
This year, the government sees the overall 
public sector deficit falling to 0.8 percent of 
gross domestic product from 1.04 percent in 
2017.  

Slovak growth is seen at 4.2 percent in 2018 
before rising to 4.4 percent next year. The euro 
zone as a whole is expected to grow by 2.3 

percent on average this year. 
Slovakia is home to three automotive plants and 
a fourth one is expected to come online in 2018, 
boosting growth and highlighting the country's 
position as the world's biggest per-capita car 
maker. 
The country has been one of the better budget 

performers in the euro zone and its public debt 
load is expected to fall to 46.5 percent of GDP in 

2019 from 49.3 percent seen this year. 
The euro zone average stood at 86.7 percent at 
the end of the fourth quarter of 2017. 
 
(Reporting By Tatiana Jancarikova Editing by Jason 
Hovet) 
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(( Tatiana.Jancarikova@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Slovenia 

Slovenian Q1 central government 

deficit falls by 55 pct y/y  

26-Apr-2018  
LJUBLJANA, April 26 (Reuters) - Slovenia had a 

central government deficit of 219.8 million 
euros ($268.16 million) in the first quarter of 
2018, down from 396.4 million in the same 
period last year, due to an improving 
economy, the finance ministry said on 
Thursday. 

"Tax revenues in the first three months of the 

year reached 1.9 billion euros and are 6 percent 
higher than in the same period last year, partly 
due to better economic conditions and higher 
consumer spending," the ministry said in a 
statement.  
Budget spending was 2.7 percent lower than a 
year ago because interest rates on sovereign 

debt decreased by 10.8 percent, it added. 

Slovenia, which narrowly avoided an 
international bailout for its banks in 2013, 
returned to growth a year later and the 
government expects economic expansion of 5.1 
percent this year, boosted by exports and 
investments, versus 5 percent in 2017. 

The country managed to end 2017 with a budget 
surplus for the first time in more than 20 years 
and hopes to run a surplus of 0.4 percent this 
year versus 0.03 percent in 2017. 
 
($1 = 0.8197 euros) 
(Reporting By Marja Novak Editing by Gareth Jones) 
(( Marja.Novak@thomsonreuters.com ; +386-1-
5058805, Reuters Messaging: 
marja.novak.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018.  
 
 

Ukraine 

Ukraine monetary policymakers say 

rate cut unlikely this year  

23-Apr-2018  
KIEV, April 23 (Reuters) - Ukraine's central 

bank is unlikely to lower its key interest rate 
this year from the current level of 17 percent 
and may have to maintain a stricter policy for 
longer than previously expected, according to 
committee notes published on Monday. 

Earlier in April, the bank kept rates on hold after 

four consecutive increases to rein in stubbornly 
high inflation linked to higher food and oil prices 
and to government-backed increases in workers' 
wages and pensions. 

Notes from the latest monetary policy committee 
meeting showed that the majority of members 
do not believe the main rate will be lowered this 

year. 
"What's more, there is a possibility that the 

central bank will have to maintain strict 

monetary conditions for longer than previously 

forecast," the notes said, citing interest rate 
increases in the United States as a key factor. 
On Friday, U.S. Federal Reserve Governor Lael 
Brainard said she expected gradual interest rate 
hikes to continue. 
The Ukrainian central bank once again stressed 

the importance of Ukraine receiving long-
delayed loans under a $17.5 billion programme 
from the International Monetary Fund. 
Without further international financial 
assistance, the government will have to cut 
expenditure, it said.  

 
(Reporting by Natalia Zinets Writing by Alessandra 
Prentice; editing by Matthias Williams and Catherine 
Evans) 
(( alessandra.prentice@thomsonreuters.com ; +380 
44 244 9150; Reuters Messaging: 
alessandra.prentice.reuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. Click For 
Restrictions   

LATIN AMERICA AND 
CARIBBEAN 

 

Latin American  currencies rebound 

after selloff, except Brazil  

24-Apr-2018  

By Bruno Federowski 
BRASILIA, April 24 (Reuters) - Most Latin 

American currencies bounced back on 
Tuesday from a sell-off as U.S. bond yields 
steadied, but political uncertainty drove the 
Brazilian real to its weakest level in 16 
months. 

Emerging market currencies had plummeted on 

Monday as U.S. Treasury yields shot up to a 
four-year high, lifted by expectations of a wider 
fiscal deficit and faster inflation. 
After briefly breaching the 3 percent milestone 
early on Tuesday, yields on 10-year U.S. bonds 
retraced some of those gains, rekindling appetite 
for battered high-yield assets. 

The Chilean peso firmed 0.4 percent, also 
supported by rising prices of copper. The 
Mexican and Colombian pesos, which had led 
losses on Monday on the heels of a crude sell-
off, strengthened 0.5 percent and 1 percent 
respectively as oil futures rose above $75 a 

barrel. 
Yet analysts at Guide Investimentos cast doubt 
over the rebound, saying an uncertain outlook is 
likely to keep volatility high in coming days. 
"This might be a one-off, transitory recovery in 
asset prices," they wrote in a client note. 
The Brazilian real weakened 0.8 percent, 

extending a recent stretch of underperformance 

as traders fretted over the most uncertain 
presidential election in decades. 
Some investors had predicted that the arrest of 
former President Luiz Inácio Lula da Silva, who 
was leading polls and had rallied against the 
current government's austerity platform, would 
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usher in the ascent of more market-friendly 

candidates. 

But recent polls have showed the Brazilian 
electorate highly fragmented and unsatisfied 
with the likely candidates in the October 
election, raising doubts over efforts to curb a 
growing budget deficit. 
"Our bullish story was mostly based on 

(recovering) confidence ... but the election 
process is not moving in the expected direction," 
strategists at Santander wrote in a client note. 
The benchmark Bovespa stock index, however, 
rose 0.3 percent, with shares of Banco 
Santander Brasil SA and Cosan SA Indústria e 

Comércio leading gains. 
Cosan shares rallied after Raízen Combustíveis 
SA, a joint venture between Cosan and Royal 

Dutch Shell Plc, agreed to purchase downstream 
assets in Argentina from Shell for $950 million. 
Meanwhile, traders bet Santander Brasil will 
report stronger-than-expected results later on 

Tuesday after Spanish parent company Banco 
Santander SA unveiled a 10 percent rise in first-
quarter net income. 
 
(Reporting by Bruno Federowski; editing by Jonathan 
Oatis) 
(( Bruno.Federowski@thomsonreuters.com ; 55 11 
5644 7768; Reuters Messaging: 
bruno.federowski@thomsonreuters.com )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Argentina 

Argentina sells Treasury notes, local 

bond for $2.506 bln  

25-Apr-2018  

BUENOS AIRES, April 25 (Reuters) - Argentina 

sold Treasury notes for $1.070 billion to 
refinance maturing debt and a local currency 
bond due in 2025 worth 29.098 billion pesos 
($1.436 billion), the Finance Ministry said on 
Wednesday. 

The government sold $670 million in 217-day 
notes with a nominal annual interest rate of 3.05 

percent and $400 million in 364-day notes with 
a rate of 3.69 percent, it said.  
 
(Reporting by Maximiliano Rizzi; Writing by Caroline 
Stauffer; Editing by Dan Grebler) 
(( caroline.stauffer@thomsonreuters.com ; +54 9 11 
5830 7443; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Brazil 

Brazil central gov't fiscal deficit widens 

more than expected in March  

25-Apr-2018  
BRASILIA, April 25 (Reuters) - Brazil's central 

government fiscal deficit widened more than 
expected in March, marking the largest gap 
for the month since records began in 1997, 

government data showed on Wednesday.  

The central government, comprised of the 

National Treasury, the central bank and the 

social security system, booked a deficit of 
24.828 billion reais ($7.1 billion) before interest 
payments, compared to the median 14.3 billion 
real estimate in a Reuters poll of economists. 
 
($1 = 3.49 reais) 
(Reporting by Marcela Ayres; Writing by Bruno 
Federowski Editing by Tom Brown) 
(( Bruno.Federowski@thomsonreuters.com ; Twitter: 
https://twitter.com/b_federowski ; +55 11 5644 
7768; Reuters Messaging: 
bruno.federowski.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Mexico 

Mexico central bank flags exchange 

rate risk, vows prudent stance-minutes  

26-Apr-2018  
MEXICO CITY, April 26 (Reuters) - Mexico's 

central bank plans to maintain a prudent 
monetary policy stance and to continue to 
monitor the pass-through of the exchange 
rate on prices, according to minutes from its 

last interest rate-setting meeting, published 
on Thursday. 

On April 12, the central bank unanimously voted 
to hold the benchmark rate steady at 7.50 

percent, citing cooling inflation and fewer risks 
to consumer prices. The Banco de Mexico also 
signaled that its current stance was in line with 
efforts to bring inflation back to its target. 

Since then, prices have continued to cool. 
Annual inflation in Mexico slipped to its lowest 
level in over 14 months in the first half of April, 
moderating at a faster pace than expected, data 
from the national statistics agency showed on 
Tuesday. 

At the same time, Mexico's peso, has been 
weakening in recent weeks, falling nearly 4 
percent over the last month, as investors pour 
back into U.S. debt, and as concerns grow over 

the upcoming July 1 presidential election, in 
which the current opinion poll leader is leftist 
Andres Manuel Lopez Obrador. 

The central bank said most members thought 
the balance of risks to inflation remained tilted 
upwards in an environment of high uncertainty, 
while most members thought the balance of 
risks to growth remained tilted downwards. 
A majority of board members saw economic 
activity continuing to expand over coming 

months, growing faster this year and next year 
than in 2017, the minutes showed.  
The bank added it expects inflation to keep 
falling, approaching its 3 percent target toward 
the end of this year, reaching it in the first 

quarter of 2019 and remaining around the target 

for rest of that year. 
Risks to the bank's expectations come from an 
unfavorable renegotiation of the North American 
Free Trade Agreement (NAFTA) - although the 
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bank noted those risks had diminished in recent 

weeks - changes in U.S. monetary policy, and 

uncertainty surrounding the Mexican presidential 
election, it said.  
Nonetheless, the bank affirmed it would act in 
an "opportune and firm manner" to anchor 
inflation expectations.  
 
(Reporting by Gabriel Stargardter and Anthony 
Esposito; editing by Jonathan Oatis) 
(( Gabriel.Stargardter@thomsonreuters.com ; +52 1 
55 54 55 26 49; Reuters Messaging: 
gabriel.stargardter.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 
 
 

Paraguay 

Fitch Says Paraguay Credit Outlook 

Remains Positive Post Election  

23-Apr-2018  
April 23 (Reuters) - Fitch: 
Fitch says Paraguay credit outlook remains 
positive postelection. 

Fitch, on Paraguay, says believes president-elect 

Mario Abdo Benitez's new government will 
maintain previous administration's strong fiscal 
discipline. 
Fitch says projects that "Paraguay's recent trend 
of robust growth and diversification will 

continue". 
  
(( Reuters.Briefs@thomsonreuters.com ;)) 
(c) Copyright Thomson Reuters 2018.  
 
 

Venezuela 

Venezuela debt rally may falter despite 

oil price, election  

26-Apr-2018  
By Rodrigo Campos 
NEW YORK, April 26 (Reuters) - Investors 

buying Venezuelan debt in recent weeks on 
hopes the May elections might bring a new 

government or that rising oil prices will 
bolster the OPEC member's creditworthiness 
may be in for a rude awakening, analysts and 
portfolio managers say. 

Venezuelans are crossing by the thousands 
every day into neighboring Colombia and Brazil 
as an escalating economic and social crisis has 
left millions suffering from shortages of food and 
medicine. 

But those counting on a regime change should 
be mindful of the opposition's inability, so far, to 
fully coalesce around the candidacy of 56-year-
old former soldier and governor Henri Falcon 
who is running against President Nicolas Maduro. 

And the bets investors are making based on 

crude oil prices trading at the highest levels in 
more than three years are offset by Venezuela's 
rapidly declining oil output.  
Since October of 2017, the Venezuelan 

government and state-owned oil company 

Petroleos de Venezuela (PDVSA) have both 

missed making debt payments of $2.6 billion 
through early April, according Millstein & Co, 
which was recently hired as a financial advisor 
by some of Venezuela's creditors. 
The country's decision to selectively make debt 
payments has pushed some bond prices up and 

left others to languish. 
For PDVSA's 2020 bond issue, backed by assets 
of refiner Citgo, prices have held up with the bid 
around 86.5 cents on the dollar and a yield 
hovering near 20 percent.  
But the benchmark Venezuelan 2027 bond 

dropped to around 19 cents on the dollar in 
early January before rallying to its current bid 
price of 31.625 cents.  

The very low bond prices tempted distressed-
debt investors into the market earlier this year, 
said Ray Zucaro, chief investment officer at RVX 
Asset Management in Miami. 

"What I think has happened more recently," he 
said, "is that the overall situation in Venezuela 
has become so bad, so chaotic, that the general 
sentiment is 'well, we've got to be near the end 
or closer to the end [of the current government] 
than we were before'." 
Zucaro said he bought PDVSA debt earlier this 

month, but declined to give more details. 
ELECTION LOOMS 
Venezuelans will head to the polls on May 20 
and president Nicolas Maduro is running for 

reelection. The opposition has called for a 
boycott of the vote and the electoral process 

was rejected by the United Nations Human 
Rights Council. 
The main hope for some investors and 
Venezuelans alike is that the alternative 
candidate, Falcon, a former member of Maduro's 
party, can emerge as a transition leader. He 
currently leads Maduro by 7 percentage points in 

voter intention according to pollster Datanalisis. 
"I don't think there's any real chance Maduro's 
side would win a fair and free election, but the 
probability that the election will be fully free and 
fair is very low," said Paul McNamara, London 

based Investment Director in global asset 
management firm GAM's Emerging Markets 

Team. 
Optimism regarding the potential for a regime 
change is misplaced, said Kathryn Rooney Vera, 
head of research and emerging market strategy 
at Bulltick LLC in Miami. 
"There’s very little reason to be optimistic," she 

said, adding that "the regime that is in charge 
right now is unlikely to make the economic 
reforms necessary to continue servicing the debt 
in a reasonable way." 
OIL PRICES UP, PRODUCTION DOWN 
The election notwithstanding, some analysts see 
the rise in bond prices as a reflection of the 

steady increase in the price of crude oil in the 
past year, as Venezuela sits atop the world’s 
largest proven oil reserves. 
"The biggest reason for the rise in Venezuela 
debt prices is the oil price," said GAM's 

mailto:Publicdebtnet.dt@tesoro.it


 

PDM Network Weekly Newsletter on Emerging Markets 

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

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

  17 

McNamara, adding: "The higher the oil price is, 

the Venezuelan debt is effectively an option on 

the very long-dated price of oil." 
Front month crude oil futures have more than 
doubled from the 2016 lows near $26 per barrel, 
hitting a more than three-year high near $70 
earlier this month. 
Venezuelan oil production, however, has shrunk 

to about 1.6 million barrels per day last January 
from 2.3 million in January 2016 according to 
the U.S. Energy Information Administration. 
OPEC data shows the decline has continued 
through this year. 
"Price is doing great but (Venezuela's) 

production is crappy, so it’s not really helping 
them out as much," said RVX's Zucaro. 
"They're at a point where they’re not able to 

really truly benefit from higher prices." 
 
(Reporting by Rodrigo Campos; additional reporting by 
Paul Kilby and Devika Krishna Kumar in New York and 
Brian Ellsworth in Caracas; Editing by Daniel Bases 
and Clive McKeef) 
(( rodrigo.campos@reuters.com ; @rodrigocampos; 
+1.646.223.6344; Reuters Messaging: 
rodrigo.campos.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Venezuela's central bank to receive $1 

bln from cryptocurrency sales: Maduro  

27-Apr-2018  

CARACAS, April 26 (Reuters) - Venezuela's 

central bank will receive $1 billion from the 
sale of the country's cryptocurrency, the 
"petro," President Nicolas Maduro told 
reporters on Thursday, which he said would 
be used for foreign exchange auctions.  

Maduro said early sales had reached $3.3 billion. 
"I've decided to send $1 billion to the central 
bank for Dicom auctions," Maduro said in a 
televised broadcast, referring to the 

government-backed foreign exchange platform. 
Critics have heavily questioned figures 
surrounding the petro, noting that the token is 
blocked by U.S. sanctions and that Maduro's 
government has offered limited evidence that 

the sales have in fact taken place. 
 
(Reporting by Brian Ellsworth Editing by Marguerita 
Choy and Rosalba O'Brien) 
(( brian.ellsworth@thomsonreuters.com ; 58 212 655 
2660; Reuters Messaging: 
brian.ellsworth.thomsonreuters.com@reuters.net , 
@ReutersVzla)) 
(c) Copyright Thomson Reuters 2018. 
 

AFRICA 
 

Angola 

Republic of Angola hires banks for US 

dollar bond offering  

23-Apr-2018  
By Robert Hogg 

LONDON, April 23 (IFR) - The Republic of 

Angola has mandated banks for a 10-year US 
dollar bond, according to a lead. 

Angola will also explore the possibility of a 
longer-dated US dollar tranche, based on 
investor feedback. 
The sovereign has hired Goldman Sachs as 
global coordinator. Goldman is a joint lead 
manager and bookrunner with Deutsche Bank 

and ICBC. 
Fixed income investor meetings in the United 
States and Europe began today. 
Angola is rated B2 by Moody's and B by Fitch.  
 
(Reporting by Robert Hogg; Editing by Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Angola turns to bond markets to 

support public finances  

24-Apr-2018  
By Sudip Roy 

LONDON, April 24 (IFR) - Angola is meeting 

investors ahead of what would be only the 
second international bond from the oil-rich 
African sovereign. 

Officials are marketing the country to accounts 
in New York, Boston and London ahead of a 10-
year US dollar bond and potentially a tranche 
with a longer tenor that is likely to price next 

week. 
Angola (B2/B, Moody's/Fitch) is expected to try 
and raise at least US$2bn through the bond 
sale, which should be feasible if the successful 
outcomes of other similarly rated African 
sovereign issuers this year is anything to go by. 

In the US dollar market Egypt (B3/B-/B) raised 
US$4bn in February, while Nigeria (B2/B/B+) 
issued US$2.5bn and Kenya (B+/B+) US$2bn 
the same month. 
Like Angola, each of those sovereigns has big 
economic and financial challenges but the 
healthy yields on offer and index-eligibility 
helped build big books.  

Kenya, for example, garnered peak orders of 

US$14bn for its deal comprising 10 and 30-year 
bonds. The 10-year tranche priced at a yield of 
7.25%, while the 30-year came at 8.25%. The 
Feb 2028s are now bid at 6.70%. 
Angola has one bond outstanding - the 
US$1.5bn 9.50% Nov 2025s, which are quoted 
at 7.03% bid, according to Thomson Reuters, 

albeit that's based off a high cash price of 
114.25. 
The country's prospects are looking up, 
according to the IMF, thanks to the rebound in 
oil prices and steps taken by President Joao 
Lourenco to stabilise the economy since he 
took up office in September. One of his most 
significant moves has been to devalue the 
currency to strengthen the central bank's FX 

reserves. 

In an Article IV statement in March, the IMF said 
the economy was experiencing a "mild 
recovery", while the administration was focused 
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on "improving governance." 

The IMF forecast growth to hit 2.25% this year 

from 1% in 2017, and backed the government's 
efforts to cut the fiscal deficit and public debt 
burden, which stood at 6% and 64% of GDP, 
respectively, in 2017. 
It said that Angola's fiscal goals would be 
achieved by "ongoing efforts to enlarge the tax 

base, including by introducing a VAT on January 
1, 2019, as planned; and rationalising public 
spending". 
In addition, the IMF recommended improving 
the quality of public investment, adjusting 
domestic fuel prices and raising the efficiency of 

the state-owned banks. 
The IMF doesn't have a formal programme with 
Angola but earlier this month the Luanda 

government said it had requested non-financial 
assistance from the multilateral to help it 
implement economic reforms, through a so-
called Policy Coordination Instrument 

agreement. 
Lourenco became president last year replacing 
Jose Eduardo dos Santos, whose 38 years of rule 
became plagued by charges of corruption. 
Lourenco has vowed to tackle the problem. On 
Monday he sacked the chief of staff of the armed 
forces and the head of the foreign intelligence 

agency as part of these efforts. 
Lourenco is also trying to revive the fortunes of 
state-owned oil company Sonangol, which was 
run by dos Santos's daughter Isabel.  

Lourenco replaced her shortly after taking office 
with the new management tasked with cutting 

costs and overseeing the repayment of US$3bn 
of debt owed to Chinese lenders plus another 
US$3bn owed to oil majors, contractors and 
traders. 
Goldman Sachs is global coordinator for the new 
issue and is joined on the books by Deutsche 
Bank and ICBC. Investor meetings began on 

Monday and continue through to May 1. 
 
(Editing by Ian Edmondson) 
(( sudip.roy@thomsonreuters.com ; +44 20 7542 
4617; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Fitch Revises Angola's Outlook to 

Stable; Affirms at 'B'  

25-Apr-2018  
Fitch Ratings-Hong Kong-April 25: Fitch 
Ratings has revised the Outlook on Angola's 
Long-Term Foreign-Currency Issuer Default 
Rating (IDR) to Stable from Negative and 
affirmed the IDR at 'B'. 

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

rating action commentary. 
KEY RATING DRIVERS 
The revision of the Outlook on Angola's IDRs 

reflect improvements in the management of the 
foreign exchange regime and the government's 
adoption of an ambitious reform agenda, which 
includes monetary, fiscal and structural 

adjustments that will lessen external 

vulnerability and improve public finances. The 

materialisation of a non-disbursing IMF 

programme would serve as an additional positive 
rating driver. 
Angola's prospects for economic recovery have 
improved significantly as a result of higher oil 
prices and the monetary and fiscal adjustments 
currently being undertaken by the government 

of President Joao Lourenco, the country's first 
new president since 1979. In Fitch's view, the 
most important development following the 
transfer of power after the 2017 elections is the 
exchange rate adjustment begun by the National 
Bank of Angola (BNA) in January 2018. The BNA 

moved to an auction system in which the 
exchange rate is set by bids from commercial 
banks, which can submit bids within a +/-2% 

band of the previous auction's price. The 
exchange rate immediately depreciated to 
AOA205/USD from AOA165 and has continued to 
fall to AOA219, for a total depreciation of 32% 

as of the week beginning 22 April (relative to the 
start of the year). 
The exchange rate adjustment has eased tight 
foreign-currency liquidity, which will support 
growth in the non-oil sectors. The spread 
between parallel market exchange rates and the 
official rate, which had been as high as 150% in 

2017, narrowed to around 90% as of April 2018. 
This still significant spread along with the 
remaining backlog of unfilled foreign currency 
demand suggests that the kwanza has farther to 

fall. Fitch expects the kwanza to continue along 
a path of steady depreciation through 2018, 

ending the year at around AOA230/USD. 
Higher oil prices and fiscal expansion helped to 
bring GDP growth to 1.4% in 2017, following 
0.1% growth in 2016. Growing oil receipts and 
an improving operating environment in the non-
oil sectors will bring slightly higher growth in the 
medium term, but Angola will continue to 

underperform compared with the 10 years prior 
to 2015 when growth averaged 10.2%. Fitch 
forecasts GDP growth to accelerate to 2.3% in 
2018 and 2.5% in 2019. New oil production will 
offset the expected decline from aging fields, 

keeping output at 1.65 million and 1.67 million 
barrels per day in 2018 and 2019, respectively. 

Production is kept down by weak investment in 
the hydrocarbon sector. 
The high inflation that followed the oil price 
shock is continuing as a result of earlier 
devaluations and currency shortages as well as 
higher food price inflation, but has recently 

moderated. CPI inflation fell to 22.3% yoy in 
March 2018 after reaching a peak of 42% at the 
end of 2016 and averaging 32.3% in 2017. Fitch 
forecasts inflation to increase slightly and 
average 25% in 2018, reflecting upward 
pressure from currency devaluation and 
administrative price increases that are part of 

the government's fiscal adjustments. 
Angola's 'B' IDRs reflect the country's high 
commodity dependence, high public debt 
burden, and its diminished level of fiscal and 
external reserves. This is balanced against its 
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position as a net external creditor, its substantial 

hydrocarbon reserves, and the authorities' track 

record of making significant fiscal adjustments. 
Fitch expects that Angola's fiscal policy will 
return towards consolidation following a 
widening in the deficit to an estimated 6.8% of 
GDP in 2017 from 3.2% in 2016 as a result of 
election-related spending. The 2018 budget 

contains a deficit target of 3.4% of GDP, based 
on an expected increase in oil revenue and on 
bringing expenditure levels back down to 2016 
levels. In Fitch's view, this level of expenditure 
cut is optimistic. We forecast the 2018 fiscal 
deficit to narrow to 5.4% of GDP. The fiscal 

deficit will narrow further in 2019 with the 
planned implementation of VAT, which the 
authorities estimate could add 1.6% of GDP to 

government revenue. 
General government debt increased to 66.6% 
of GDP at end-2017, up from 50.7% at end-

2015. The increase includes a total of USD10 
billion (9.2% of 2017 GDP) in additional 

borrowing in 2016 and 2107, which was then 
deployed as an equity injection to the state-
owned oil company Sonangol. Fitch does not 
include Sonangol debt in its general government 
debt figures but considers it a significant 
contingent liability for the sovereign. The 
increase in the government's debt stock in part 

reflects a materialisation of this risk. About 75% 
of Angola's government debt stock is in foreign 
currency or foreign-currency linked securities, so 

kwanza depreciation will put upward pressure on 
debt levels. However, the depreciation risk is 
partially offset by the fact that more than half of 

government revenues are in US dollars, from oil-
related income. 
Fitch's baseline debt dynamics scenario 
forecasts the general government debt stock 
peaking at 67.3% of GDP in 2018 and then 

beginning to fall from 2019. The fall in debt 
reflects expected fiscal adjustments but will also 
be aided by high domestic inflation. As part of its 

Macroeconomic Stabilisation Plan, the 
government announced its intention to re-profile 
existing debt, which involves negotiating the 
rollover of existing maturities with domestic debt 

holders and some bilateral commercial creditors. 
Angola is a net external creditor, but an 
increasing stock of short-term external public 

debt and decreasing sovereign foreign assets 
highlights external financing pressures. The 
liquidity ratio will fall to 110% in 2018, down 
from 228% in 2015. The government of Angola 
holds approximately USD5.4 billion in foreign 
currency deposits, which is held as part of the 
BNA's international reserves. The de facto peg 

that had been in place since April 2016 caused a 
steep drawdown in gross international reserves, 
which fell to USD18.0billion at end-2017, or six 
months current external payments, from 

USD28.1 billion at end-2014. However, the 
adjustment to the exchange rate regime and 

higher oil export will aid reserves accumulation. 
Fitch forecasts gross international reserves to 
rise to USD20.5 billion by end-2018. 
The Angolan banking sector remains both a 

weakness to the overall economy and a source 

of contingent liabilities to the sovereign. Capital 

adequacy ratios are high, at 23.2% at end-2017, 
but a high proportion of capital is held in 
domestic government securities. Asset quality is 
a weakness, with loans that were 60 or more 
days overdue representing 28.5% of gross 
sector loans at end-2017, a sharp rise from 

13.1% at end-2016. 
Angola's ratings are constrained by structural 
weaknesses, most notably poor performance on 
governance and human development indicators 
and the highest level of commodity dependence 
among Fitch-rated sovereigns. GDP per capita is 

above the 'B' median, but this is reflective of the 
size of the oil sector and not of broad-based 
economic growth potential. 

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

Foreign-Currency (LT FC) IDR scale. 
Fitch's sovereign rating committee adjusted the 
output from the SRM to arrive at the final LT FC 
IDR by applying its QO, relative to rated peers, 
as follows: 
•Macro: +1 notch, to reflect an improvement in 
the economic policy framework including 

adjustments to the FX regime and an expected 
fiscal tightening. 
•External Finances: +1 notch, to reflect Angola's 
position as a net external creditor, with gross 

international reserves equalling seven months of 
current external payments. 

RATING SENSITIVITIES 
The Stable Outlook reflects Fitch's assessment 
that upside and downside risks to the ratings are 
currently well balanced. Consequently, Fitch's 
sensitivity analysis does not currently anticipate 
developments with a high likelihood of leading to 
a rating change. 

The main factors that, individually or 
collectively, could lead to negative rating action 
are: 
•Signs of stress in attracting sufficient funding 
sources to cover high gross external public 

financing needs. 
•Further deterioration of fiscal buffers and/or 

external international reserves. 
-A failure to narrow the budget deficit consistent 
with the stabilisation of public sector debt/GDP. 
The main factors that could lead to positive 
rating action are: 
•A steady rise in oil revenue supporting an 

improved sovereign balance sheet and the 
rebuilding of external reserves. 
•An improvement in the business environment 
as well as income per capita, and rising 
governance standards. 
•Sustained implementation of economic reforms 
that support growth in the non-oil sectors of the 

economy. 
KEY ASSUMPTIONS 
•Fitch forecasts Brent oil to average USD57.5/bl 
in both 2018 and 2019. 
The full list of rating actions is as follows: 
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Long-Term Foreign-Currency IDR affirmed at 'B'; 

Outlook revised to Stable from Negative 

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

foreign-currency bonds affirmed at 'B' 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com; Wai-Lun Wan, 
Hong Kong, Tel: +852 2263 9935, Email: 
wailun.wan@fitchratings.com. 
Additional information is available on 
www.fitchratings.com 
 
 

Egypt 

Ministry of Finance of the Arab 

Republic of Egypt - On Sidelines of IMF, 

WBG Spring Meetings in Washington, 

Finance Minister Takes Part in Round 

Table Session on Financial 

Transparency in MENA   

23-Apr-2018  

Finance Minister, Mr. Amr Al-Garhy, announces:  
· Financial transparency is a pivotal 
requirement for getting citizens involved in 
budget preparation, for enhancing 
accountability and controlling public 

expenditure.· In a bid to improve financial 
transparency, Ministry of Social Solidarity adopts 
new technique for exercising community 
accountability and manages to redeem 22 

million EGP.· A protocol is signed with Ministry of 
Education to teach 'Child Budget' in high 
schools.· The system of community evaluation 
cards for citizens is applied and techniques for 
measuring government performance and service 
quality are employed.  

On the fringe of the International Monetary Fund 
(IMF) and the World Bank (WB) Group's 2018 

Spring meetings, held currently in Washington D 
C, Finance Minister, Mr. Al-Garhy, has taken part 
with his counterparts in MENA region in a round 
table session on financial transparency. Vice 
minister of finance for fiscal policies and 

institutional development, Mr. Ahmed 
Kouchouck, and head of Macro Fiscal Unit (MFU) 
and general coordinator for the transparency 
initiative, Ms. Sara Eid, have also participated in 
the discussion.  
Finance minister, Al-Garhy, stresses that despite 
the current challenges encountered by the ME 

region, the Egyptian government strongly 
believes in the importance of financial 
transparency in improving public expenditure 

along with comprehensive reforms. 
Transparency is not a goal in itself, but an 
important means for citizens' participation, 

accountability enhancement, expenditure 
adjustment and for raising standards of living, 

he notes.  

He adds that exercising transparency and 

disclosing additional data on general budgets 
help in initiating dialogues with citizens so as to 
specify best effective ways for spending public 
money. He also referres to his meetings with 
high level delegations of investors.  
Egypt is nearly treading on its 4th successive 

year in its financial transparency plans and 
citizens' engagement. Over the past three years, 
the government adopted significant measures to 
enhance financial transparency and disclosure 
measures, such as introducing collaborative 
budget, accountability and controlling 

techniques, in addition to the integration of 
many communicative tools via electronic 
networks and other means in order to reach out 

to all community classes and boost citizens 
confidence, the minister notes.  
Ministry of Finance is working earnestly to 
publish in a timely manner main reports that 
provide comprehensive budget-related 

details, such as the preliminary financial 
statement, the Citizen Budget and the semi-
annual financial statement to get citizens 
informed and updated with the budget 
preparatory cycle, highlights the minister.  

An interactive electronic website has been 
launched by the ministry via social networks to 
enable citizens to comment, review, analyze and 
save financial reports, he adds.  

In the same context, Mr. Al-Garhy has 

demonstrated some outcomes resulting from 
citizens' feedback and the application of 
accountability measures in terms of performance 
efficiency of the financial management and 
public expenditure. He referred to the allocation 
of around 12 million EGP for Takaful and Karama 

social schemes in Assiout governorate, and of 
nearly 10 million EGP for programs of the Social 
Fund for Development (SFD), in addition to the 
efforts exerted to bridge confidence gap among 
citizens, government and civil society 
organizations.  
All public entities and ministries are working 

collaboratively and in coordination with other 
non-governmental organizations interested in 

upgrading public services in order to exercise 
financial transparency in better communicative 
ways with all citizens, confirms the minister.  
Commenting on the ministry's future plans, Mr. 

Al-Garhy points out that their short-term 
objective is to structure the transparency 
initiative within an institutional framework in the 
ministry, confirming that the government works 
on improving its budget transparency score in 
2019 Open Budget Survey.  
The ministry is also keen to collaborate with 

other ministries such as the Ministry of 
Education through a protocol agreement to 
teach 'Child Budget' in the different early stages 

of education and in high schools, as well. The 
ministry also seeks to cooperate with the 
National Council of Women and civil society 
organizations such as the Egyptian Center for 

Economic Studies to reach highest levels of 
sustainable development appreciated by citizens, 
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he adds.  

On the medium-term, the ministry seeks to 

introduce mechanisms to apply collaborative 
budget in five governorates, and shall hold 
meetings and conferences across the nation to 
discuss important projects required for 
improving standards of living there. On the long-
term, the ministry aims to apply community 

evaluation cards for citizens and to introduce 
other techniques for measuring government 
performance and upgrading service quality, 
notes the minister.  
On the level of budget, the ministry will hold 
discussion sessions on steps of budget 
preparation, where all community members 
and civil organizations can voice their 

opinions and needs. The budget policy shall be 
also discussed thoroughly by the legislative 
authority before being presented in its final 
form to the executive authority, mentions the 
minister.  

Mr. Al-Garhy concluded his speech by underling 
the importance of improving financial 
transparency and community involvement to 
boost citizens' confidence as well as to attract 

international credit rating agencies, which in 
turn will encourage other neighboring countries 
to follow the same path, to share the Egyptian 
experience and to seek mutual cooperation.  
He finally thanked WB and IBP officials for 
organizing such significant session and for 
providing them with the opportunity to share 

their different experiences and challenges 
related to financial transparency and citizens' 
involvement.  
 
(C) Copyright 2018 - Ministry of Finance of the Arab 
Republic of Egypt 
 
 

Ghana 

Ghana looking to sell debt in the 7 pct 

coupon range  

25-Apr-2018  

By Daniel Bases and Rodrigo Campos 

NEW YORK, April 24 (Reuters) - Ghana is 

seeking to issue up to $2.5 billion worth of 
Eurobonds in the coming weeks with a coupon 
in the 7 percent range, a rate well below 
previous sales, the West African nation's 
finance minister told Reuters in an interview 
on Tuesday. 

The debt offering, for a country that still 

struggles with a debt burden that last year was 
equivalent to roughly 69 percent of its overall 
economic growth, coincides with government 
plans to leave a $918 million credit program 
with the International Monetary Fund by year-
end. 
"Boy, I would love to have 7 or under 7 

(percent). But that's me. It is what the market 
says," Finance Minister Ken Ofori-Atta said. "I 
mean if you look at our yields now, it has really 
tightened from where we were." 
Asked why an investor would put money to work 

by purchasing bonds of a highly leveraged 

nation that is exiting the IMF program with still 

high inflation, Ofori-Atta said: "Why wouldn't 
you want to give us money. You are looking for 
yield? I'm giving you yield." 
"I think we will go long, as much as we can ... 
So this time we would look to see whether we 
could do 20 or 30 years, but that is all based on 

advice," Ofori-Atta said. 
Citibank, JPMorgan, Bank of America and 
Standard Chartered are leading the offering, he 
said. 
The majority of the debt offering, however, 
will be focused on retiring higher yielding 
debt, perhaps as much as $1.5 billion to $1.75 
billion, he said. 

"I think we are likely going to go for $750 million 

of new money, and if conditions are good, swap 
out an amount of about $1.5 billion to $1.75 
billion," Ofori-Atta said. 
Ghana's most recent Eurobond, a senior 
unsecured bond maturing in 2022, sold at par in 
September 2016 carrying a 9.25 percent 

coupon. However, it last traded with a yield of 
4.725 percent, according to Thomson Reuters 
data. Ghana's credit is rated junk by the major 
credit rating agencies. 
"We had sort of derailed from the IMF program 
by the time we got into government," Ofori-Atta 
said. 

However, Ofori-Atta highlighted improving 
economic data. For example, inflation was at 

15.4 percent when the new government of 
President Nana Akufo-Addo took over in January 
2017. Last month, annual consumer price 
inflation was 10.4 percent. 

Ofori-Atta said Ghana was also interested in 
diversifying its borrowings away from U.S. 
dollars, potentially looking at issuing in yen at 
some point after the economy strengthens. 
TAX COLLECTION, AIRPORT 
Ofori-Atta said one of the main challenges is to 
build a better tax collection system. 

"The people are not paying their taxes and I'm 
not collecting enough money," he said, citing a 
16.5 percent revenue-to-gross domestic product 
whereas peer nations "are north of 20 percent."  

In Ghana, with a population of more than 28 
million, personal income taxes are being paid by 
about 1.5 million people while 6 million are 

operating in the informal economy, he said. The 
Value Added Tax "penetration rate is about 11 
percent." 
"That is where we are going to have to focus on 
this year," he said. 
In addition to getting the economy back on 

track, Ofori-Atta said Ghana wants to make a 
statement embarking on a transformational 
economic development project, similar to the 
1965 completion of the Akosombo Dam, which 
harnessed the hydroelectric power of the Volta 

River Basin. 
"What we have suggested is can we create a 

logistical airport center, almost Dubai-like that 
would service the region?" of over 350 million 
people. 
The preliminary cost for such a project would be 
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above $3 billion and on a scale to service 20 

million travelers annually. 

"I would expect by end-year 2019 we should be 
cutting sod," Ofori-Atta said when asked when 
the project might start. 
 
(Reporting By Daniel Bases and Rodrigo Campos; 
editing by Grant McCool) 
(( daniel.bases@thomsonreuters.com ; +1 646 223 
6131; Reuters Messaging: 
daniel.bases.reuters.com@reuters.net ; Twitter: 
https://twitter.com/djbases) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

South Africa 

South Africa hires banks for 

international bond issue  

26-Apr-2018  
LONDON, April 26 (IFR) - South Africa has 

mandated banks for a Eurobond issuance, 
according to the National Treasury. 

The sovereign hopes to take advantage of better 
investor sentiment towards the country following 
the replacement of Jacob Zuma as president by 

Cyril Ramaphosa in February. 
Moody’s changed its outlook on South Africa to 
stable from negative on March 23, based on its 
view that a previous weakening of South Africa’s 
institutions will gradually reverse under a more 

transparent and predictable policy framework. It 
maintains a Baa3 rating. 
S&P, which rates South Africa at BB, also 
revised its GDP forecasts for the country 
upwards, and urged the country to continue 
with reforms. Fitch rates South Africa BB+. 

Tshepiso Moahloli, the chief director of liability 
management at the Treasury, told reporters in 
March that South Africa it could potentially tap 
international bond markets for up to US$3bn 

"shortly". 
He added that the sovereign could issue in 
currencies other than dollars and print in chunks 
if necessary rather than selling US$3bn all at 
once. 

The sovereign raised US$2.5bn last year in its 
first transaction since being downgraded to junk 

status by S&P and Fitch. 
 
(Reporting by Robert Hogg; Editing by Sudip Roy) 
(( Robert.Hogg@thomsonreuters.com ; +44 207 542 
9077; )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Tunisia 

Tunisia needs dialogue to solve 

economic crisis-Islamist leader  

26-Apr-2018  
•Tunisia grappling with youth unemployment 
•'Decisive time' for major reforms 

•Economic turmoil deters investors 
•Proposed changes include trimming public 

sector 

By Tarek Amara and Ulf Laessing 

TUNIS, April 26 (Reuters) - Tunisia needs a 

national dialogue to end a deadlock over 
economic reforms in the same way it solved a 
political crisis in 2013 that almost tore apart 
the birthplace of the Arab spring, the head of 
the co-ruling Islamist party said. 

Since an uprising that ousted autocrat Zine El-
Abidine Ben Ali in 2011, Tunisia has a new 

constitution, free elections and a coalition 
government with secular and Islamist parties in 
a region otherwise struggling with upheaval. 
But the North African country has been grappling 
with an economic crisis and youth 
unemployment of about 30 percent as turmoil 
has deterred investors, surviving at the mercy of 

foreign donors. 
Rached Ghannouchi, head of the Ennahda party 
in power with secular forces, said Tunisia needed 
a dialogue on a technocratic level to tackle 
reforms such as trimming its bloated public 
sector, a key demand of the International 
Monetary Fund (IMF). 

"Now it's the decisive time for major reforms," 
Ghannouchi told Reuters in an interview. "We 
need an economic consensus like we had a 
political one to make the revolution a success." 
Many normal Tunisians say that while they enjoy 
the most liberal political system in the region, 

they are materially worse off than before 2011, 
with annual inflation hitting a record level of 7.6 

percent in January. 
Protests broke out in January this year across 
the country with young people complaining they 
cannot get jobs. 
Seven prime ministers have failed since 2011 to 

cut down the public services and loss-making 
state firms as unions or other groups have 
blocked reforms. 
"There is a dialogue between parties and 
organisations to find a consensus for economic 
issues but this cannot go on forever," 
Ghannoushi said. "There is no alternative to 

experts sitting down and agreeing on details of 
the reform solutions." 
Tunisia's National Dialogue Quartet made up of 

unions and civic groups won in 2015 the Nobel 
Peace prize for mediating between secular forces 
and Ennahda, which had won the first elections 

since 2011. 
Political assassinations and protests of secular 
Tunisians against Islamists had escalated until a 
consensus was reached on a constitution 
enshrining women's and democratic rights. 
Exiled during the time of Ben Ali, Ghannouchi 
has been a major force in the post-revolution 

transformation. 
The 76-year-old remains a dominant figure who 
critics say effectively controls the country in 
tandem with the secular-minded President Beji 

Caid Essebsi, 91, dubbed the "two sheikhs" in 
reference to their age. 
Ghannouchi said his party preferred stability to 

push through reforms instead of changing the 
prime minister again. When asked about the 
performance of the government he said: "Not 
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worse than the previous ones." 

 
(Reporting by Ulf Laessing, Editing by William Maclean) 
(( Ulf.Laessing@thomsonreuters.com ; Reuters 
Messaging: follow me on twitter 
https://twitter.com/ulflaessing) ) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zambia 

Fitch: IMF, First Quantum Uncertainty 

Show Key Zambia Challenges  

26-Apr-2018  
Fitch Ratings-Hong Kong/London-April 26: 
Continuing uncertainty over Zambia's 
prospects for an IMF programme highlights 
two of the country's key sovereign rating 

weaknesses: weak public finances and high 
commodity dependence. The dispute over the 
tax bill presented to mining company First 
Quantum Minerals Ltd. could discourage 
foreign investors. 

Zambia's finance minister said this month that 
the government would complete a debt 
sustainability exercise and re-start talks with the 
IMF. Disagreements over the government's 

plans for new borrowing to fund infrastructure 
investment have been a key stumbling block. In 
February, the IMF said that the latest plans 
"compromise the country's debt sustainability". 
An IMF programme would support fiscal 
adjustment and make additional sources of 
long-term external financing available to 

Zambia. More broadly, credible efforts to secure 

a programme would likely see the government 
clarify its future borrowing plans and their 
potential impact on the sovereign's fiscal 
position and its external debt. The Finance 
Ministry has reported an increase in external 
debt to USD8.7 billion at end-2017. We think 

recent speculation that external debt is higher 
may relate to contracted but undrawn loans to 
be disbursed gradually over several years. 
The Negative Outlook on Zambia's 'B' sovereign 
rating reflects continuing risk from deficits and 

external debt servicing costs. Further growth in 
the stock of non-concessionary, foreign-currency 

debt increases exposure to external shocks and 
underscores the importance of copper exports as 
a source of hard currency and potentially of 
increased government revenue. We do not 
believe the Zambian Revenue Authority's (ZRA) 
presentation of a USD7.9 billion tax assessment 
to Canada-based First Quantum in March is a 

deliberate attempt at expropriation, but how the 
dispute is eventually resolved may have an 
impact on Zambia's investment climate. 
First Quantum contests the assessment and has 
said it will "continue working with the ZRA, as it 
normally does, to resolve the issue". As we 

noted when we affirmed First Quantum at 
'B'/Stable in March, we think the bill is likely to 
be settled at a considerably lower level. A 
portion of the import duties has been paid, and 
some errors in the declared duty rates may be 

identified. We think the ZRA will apply penalties 

and interest at a lower level than initially 

assessed. 
We believe the ZRA's initial calculation of 
penalties and interests reflects the nature of the 
Zambian tax regime, which has scope for 
negotiation and the reduction and cancellation of 
penalties. We also think the Zambian 

government will seek to avoid jeopardising its 
key foreign exchange earning industry and a 
major source of employment. The government's 
challenge will be to satisfy its domestic 
constituency that Zambia's mineral wealth is 
being fully harnessed for the country's benefit 

while reassuring foreign investors that it has a 
functional and predictable tax regime. It is 
pursuing reforms aimed at increasing tax 

revenues by improving tax administration, 
enlarging the tax base, and ending widespread 
tax exemptions. 
Zambia's World Bank Doing Business Survey 
rankings are above the 'B' category median, 

and the 2017 budget attempted to clarify the 
mining tax regime after several policy 

announcements and reversals. But the size of 
the tax demand, and uncertainty around the 
ZRA's calculations and any final settlement, 
suggest that lack of predictable tax treatment 
remains a weakness in the operating 
environment. 

Other weaknesses include poor power provision 
and transport infrastructure to Zambia's copper 

belt. The government is trying to address these 
constraints. The Ministry of Mines estimates that 
copper production grew 3.5% to 800,000 tonnes 
last year. Rising production and prices have 

supported a recovery in growth and export 
earnings, bringing the trade balance into surplus 
in 2017. Policies that, intentionally or otherwise, 
damage investor confidence could limit or 
reverse production growth. 
 
Media Relations: Peter Fitzpatrick, London, Tel: +44 
20 3530 1103, Email: 
peter.fitzpatrick@fitchratings.com. 

The original article can be accessed at 
www.fitchratings.com 
 
 

Zimbabwe 

Zimbabwe committed to clearing debt 

obligations  

23-Apr-2018  
LONDON, April 23 (Reuters) - Zimbabwe is 

committed to clearing its debt obligations 
with the World Bank, African Development 
Bank and other financial institutions, Foreign 
Minister Sibusiso Moyo said on Monday. 

The country needs to clear about $1.8 billion in 

arrears with the World Bank and the African 

Development Bank before it can tap other 
sources of development financing. 
"We are committed to engaging with these key 
institutions as partners for growth in Zimbabwe, 
committed to clearing the outstanding debt with 
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the World Bank and the African Development 

Bank, among others," said Moyo, speaking in 

London at a Chatham House event. "We believe 
that we are going to be able to meet all of our 
obligations." 
In 2016, Zimbabwe paid off 15 years' worth of 
arrears to the International Monetary Fund. 
Moyo added that Zimbabwe was in the process 

of re-establishing its membership of the 
Commonwealth, to which it believed it would 
belong again in due course. 
Zimbabwe left the organisation of 53 mostly 
former British colonies in 2003 after then-
President Robert Mugabe, who had ruled 

Zimbabwe from its independence in 1980, was 
criticised over disputed elections and land 
seizures from white farmers. 

Britain said on Friday it would strongly support 
Zimbabwe's re-entry to the Commonwealth after 
Mugabe was toppled in a military coup.  
 
(Reporting by Claire Milhench and Zandi Shabalala 
Editing by Mark Heinrich) 
(( claire.milhench@thomsonreuters.com ; +44 (0) 207 
542 3571; Reuters Messaging: 
claire.milhench.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
 
 

Zimbabwe may launch $3.5 billion 

sovereign bond issue postelection  

24-Apr-2018  

HARARE, April 24 (Reuters) - Zimbabwe is 

considering issuing between $2.5 and $3.5 
billion in sovereign bonds after elections set 
for July and will use some of the money to 
clear arrears to foreign lenders, Deputy 
Finance Minister Terrence Mukupe said on 
Tuesday. 

Mukupe, whose comments were broadcast on 
state television, said the southern African nation 

would use export receipts from tobacco, gold 
and horticulture to repay the bond. 
"The position that we have is that postelection 
we should be able to put in place a sovereign or 
export-related bond and we think we should be 
able to raise between $2.5 to $3.5 billion," 

Mukupe said. 
During a speech in London on Monday, Foreign 
Minister Sibusiso Moyo said his country was 
committed to clear about $1.8 billion in arrears 
with the World Bank and the African 
Development Bank before it taps other sources 
of financing. 

Zimbabwe has not received funding from the 
World Bank, International Monetary Fund and 
African Development Bank since it defaulted on 
its debt in 1999. 
Under President Emmerson Mnangagwa, who 
succeeded Robert Mugabe last November, 
Zimbabwe is trying to mend ties with the West, 

including rejoining the Commonwealth. 
 
(Reporting by MacDonald Dzirutwe Editing by Ed 
Stoddard) 
(( macdonald.dzirutwe@thomsonreuters.com ; +263 4 
799 112; Reuters Messaging: 

macdonald.dzirutwe.thomsonreuters.com@reuters.net 
)) 
(c) Copyright Thomson Reuters 2018. 

GLOBAL 

 

Debt overload is an easy problem to 

solve   

25-Apr-2018  

By Edward Hadas 
LONDON, April 25 (Reuters Breakingviews) - 
The world is over-indebted. Global debt totals 
$164 trillion, or 225 percent of the planet’s 

GDP, say Vitor Gaspar and Laura Jaramillo of 
the International Monetary Fund. And in case 
that number isn’t troubling enough, the 
Institute of International Finance uses 
different definitions to reach a debt-to-GDP 
ratio of 318 percent. 

Experts have many disagreements – from how 
much debt is outstanding to what type of 
borrowings are most dangerous. Some argue 

that rising U.S. deficits court disaster. Others 
focus on the private sector, and how rapid 
attempts to cut debt play a big role in economic 
crises. However, almost all agree that too much 
debt invites serious economic trouble. 
Excess debt is bad because the cost of 
servicing it can constrain spending on both 
consumption and investments, especially 

when interest rates are rising. Even worse is 
the cascade of defaults that starts when 
asset-price bubbles burst or when economic 

growth is disappointing. Banks suffer losses on 
bad loans, so cut back sharply on lending, which 
destroys confidence. 
If these systemic debt problems were 
unavoidable, they would simply have to be 

endured. Such stoic virtue is totally 
unnecessary, though. Debt levels could easily be 
kept below the danger level, whatever that is. 
All that is needed are three sensible and 
practicable financial revolutions. 
First, private debts should be taxed, not 
promoted by the tax system. As it stands, 

interest payments are usually treated as tax-

deductible business expenses, and individuals 
sometimes get tax breaks for mortgage interest. 
That is like inviting drug pushers to hang around 
schools. 
Business loans have more straightforward terms 
than equity investments, but they are a far less 

flexible way to provide capital. It would be fairly 
easy to shift the tax code to favour equity by 
treating some dividends as a pre-tax expense, 
and to penalise leverage by taking interest 
payments out of after-tax income. The result 
would be a major shift in financing, from brittle 

debt to sturdy equity. 
Of course, investors would resist. They like the 

way leverage can magnify gains. Tax-favoured 
debt is the not-very-secret sauce of companies 
like Blackstone and KKR, euphemistically called 
private-equity companies. It is also the delight 
of property buyers, from billionaire magnates to 

young couples scrambling onto the housing 
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ladder. 

But there is no good reason for investors to 

make a lot of money from merely owning an 
inert asset, as compared to actually constructing 
a building or a company. Limits on such 
unmerited income are likely to promote more 
solid investments and more equitable growth. 
Henry George proposed a way to deal with this 

problem, back in the 1880s. The American 
political activist argued that since land’s value 
comes from the wealth of the whole economy, 
the wealth really belongs to the whole economy, 
not the legal owner. Justice, he said, required a 
confiscatory tax on income and unmerited 

capital gains from property. Such a tax would be 
the second financial revolution. 
Separating the gains from simply holding 

property and those from improving it can be 
hard, but it is worth making the effort to tax the 
first and encourage the other. Such a land-tax 
revolution would reduce property speculation, 

lower property prices and cut back on property 
debts. 
As for the government debts that so worry 
some people at the IMF, Japan is already, if 
inadvertently, leading the third revolution. 
The country’s central bank had created 
enough new money to buy and hold 41 
percent of all outstanding government debt, 
as of the end of 2017. In effect, the 
government has been printing money, rather 

than asking for loans from investors. 

That is good policy. Controlled and direct 
money-printing is simpler and no more 
dangerous to the economy than most actual 
government borrowing. And such direct money-
creation has the big advantage of not leaving a 
residue of government debt behind it. 

Most economists freak out at the prospect. They 
think that issuing debt helps discipline 
governments, by putting them under the 
scrutiny of vigilant fixed-income investors. In 
fact, though, those investors generally behave 
more like easily herded sheep than assertive 
sheepdogs. 

These reform proposals may be revolutionary, 
but they are far from new. George wrote more 

than a century ago, direct government money 
creation was promoted in the 1930s and calls to 
limit tax subsidies for debt stated in the 1960s. 
So why have these ideas gone almost nowhere 
over all these years? 

For revolutionary ideas to become policies, the 
beneficiaries of the current arrangements have 
to lose power. A debt revolution may require a 
mega-crisis that forces big changes, since the 
2008 global financial crisis left the established 
system largely intact. Until then, expect many 

more warnings about excessive debt. 
 
(Editing by John Foley and Martin Langfield) 
(( edward.hadas@thomsonreuters.com ; Reuters 
Messaging: 
edward.hadas.thomsonreuters.com@reuters.net )) 
(c) Copyright Thomson Reuters 2018. 
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